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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act’ and parts 
II and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202(f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the Natural Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U.S.C. 717-717w), as amended February 7, 1942 
(56 Stat. 88, 15 U.S.C. 717f), and July 25, 1947 (61 Stat. 459, 15 
U.S.C. 717f), and has certain duties under the Tennessee Valley 
Authority Act, approved May 18, 1933 (48 Stat. 1075), and amend- 
ments thereto; the Sennnville Act, approved August 20, 1937 (50 
Stat. 731); the Fort Peck Act, approved May 18, 1938 (52 Stat. 403) ; 
and under various Flood Control and River and Harbor Acts (notably 
the Flood Control Act of 1944, approved December 22, 1944 (58 
Stat. 887)), and other statutes, as well as Executive Orders. 

This volume, the seventeenth of a series, contains all the formal 


opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1957, to June 30, 1957, inclusive. In addition 
to the formal opinions, there have been included intermediate de- 
cisions which have become final and selected orders of the Commis- 
sion issued during such period. 


xxvii 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L, Digby 
and Frederick Stueck 


MONTANA-DAKOTA UTILITIES CO. ET AL._DOCKET NO, G—10806 ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 2, 1957) 


Montana-Dakota Utilities Co. (Montana-Dakota), a Delaware corporation 
with a principal office in Minneapolis, Minn., filed on July 25, 1956, in docket 
No. G—10806, an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act authorizing Montana-Dakota to 
construct and operate natural gas facilities subject to the jurisdiction of the 
Commission as set forth in the application on file with the Commission, and 
described as follows: 

1. 9.8 miles of 65-inch O, D. natural gas transmission main extending from 
Applicant’s Cabin Creek compressor plant in the SE4,NW14,Sec. 16, Township 
10 N., Range 58 E., Fallon County, Mont., north and west to a point in the 
SEYNWY, Section 10, T. 1 N., R. 58 E., Wilbaux County, Mont., where it will 
connect to the residue gas outlet of a natural gasoline plant to be constructed 
by the Texas Natural Gasoline Corp. 

2. Construct a gas measuring station in the SE4NW4, Section 10, T. 11 N., 
R. 58 E., Wilbaux County, Mont., to measure surplus residue gas to be purchased 
from the Texas Natural Gasoline Corp. 

“ * « * = > * 


Temporary authorizations were isued on August 27, 1956, to (a) Montana- 
Dakota in docket No. G—10806 authorizing the construction and operation of 
facilities as requested, and (b) Texas Natural in docket No. G-—10823 authoriz- 
ing the making of the sale of natural gas to Montana-Dakota as requested. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 18, 1956, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

* * 
The Commission finds: 


(1) Montana-Dakota, a Delaware corporation having its principal place of 
business at Minneapolis, Minn., owns and operates, among other facilities, a 
natural-gas transmission system located in the States of Montana, Wyoming, 
North Dakota, and South Dakota, and by such operations applicant is engaged 
in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is, thereof, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of April 6, 1943, in docket No. G-282 (3 F. P. C. 968). 


* 7 = * * . = 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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(3) The facilities of Montana-Dakota are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission as an integral part of the Applicant’s existing pipeline system, 
and subject to the. requirements of subsections (c) and (e) of.section 7 of the 
Natural Gas Act. 

(4) Montana-Dakota is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

* * * * * * * 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c) (1) 
of the said rules. 

(9) The proposed operation of the facilities hereinbefore described by Mon- 
tana-Dakota in docket No. G—10806 are required by the public convenience and 


necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Montana-Dakota in docket No. G—10806 authorizing Montana-Dakota to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation of natural 
gas as therein set forth, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (c) (2), 
(c) (3), (c) (4), and (e) of section 157.20 of the Commission’s general rules 
and regulations, ‘including rules of practice and procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The certificate issued in docket No. G—10806 shall be deemed accepted and 
of full force and effect, unless refused in writing and under oath within 30 
days from the issuance of this order. 


* * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck 


VALLEY CITIES GAS CO.—DOCKET NO. G-9948 
DECLARATION OF EXEMPTION 
(Issued January 4, 1957) 


Valley Cities Gas Co. (applicant) filed an application on February 3, 1956, 
for exemption from the provisions of the Natural Gas Act, pursuant to section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that— 

(1) Applicant is engaged in the transportation, distribution, and sale of 
natural gas in the State of Pennsylvania ; 

(2) Applieant purchases interstate natural gas from Tennessee Gas Trans- 
mission Co. at a point within the State of Pennsylvania ; 
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(3) All natural gas received by applicant is ultimately consumed within the 
State of Pennsylvania and all of its facilities are located within said State; and 
(4) The Pennsylvania Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising ‘regulatory jurisdiction over the 
rates, service, and facilities of applicant. 
Wherefore, the Commission declares, by reason of the foregoing: 
Valley Cities Gas Co. is exempt from the provisions of the Natural Gas Act, 
and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck 


NORTHERN OKLAHOMA GAS CO.—DOCKET NO. G—10535 
DECLARATION OF EXEMPTION 


(Issued January 4, 1957) 






























Northern Oklahoma Gas. Co. (applicant) filed an application on June 7, 1956, 
for exemption from the provisions of the Natural Gas Act, pursuant to section 
1 (ce) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that— 

(1) Applicant is engaged in the transportation, distribution, and sale of 
natural gas within the State of Oklahoma; 

(2) Applicant purchases interstate natural gas at a point within the State 
of Oklahoma ; ° 

(3) All natural gas received by applicant is ultimately consumed within the 
State of Oklahoma and all of its facilities are located within said State; and 

(4) The Corporation Commission of the State of Oklahoma has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of applicant. 


Wherefore, the Commission declares, by reason of the foregoing: 

Northern Oklahoma Gas Co. is exempt from the provisions of the Natural Gas 
Act, and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


IDAHO POWER CO.—DOCKET NO. E-6714 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued January 7, 1957) 


By order issued December 19, 1956, 16 F. P. C. 1350, in the above-entitled matter, 
the Commission authorized Idaho Power Co. (applicant), to issue and sell through 
competitive bidding $20 million, principal amount of first mortgage bonds, sub- 
ject to the provisions, among others, as set forth in paragraph (B) of that order 
reading as follows: 

(B) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until—- 
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(i) .Applieant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules relating to 
affiliation, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegram as contemplated by 
section 34.9 of the rules; 

(ii) The Commission shall have approved the price to be received by applicant 
for the first montgage bonds and the interest rate thereof, by a further order. 

Applicant on January 7, 1957, filed an amendment to its application in the 
above-entitled matter, setting forth, among other things, that it proposes to ac- 
cept, as providing the lowest annual cost of money to it, the bid of Salomon Bros. 
& Hutzler; Eastman, Dillon, Union Securities & Co., to purchase the proposed 
issuance of $20 million, principal amount, of first mortgage bonds for the price 
of 99.107, with an interest rate of 444 percent per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the aforementioned require- 
ments of paragraph (B) of the Commission’s order issued December 19, 1956, in 
the above-entitled matter, and, under the bid it proposes to accept for the pro- 
posed issuance of first mortgage bonds the price to be received by applicant for 
the first mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object within the corporate pur- 
poses of applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by applicant of service as a public 
utility, and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by applicant for the first mortgage bonds and the 
interest rate thereof, all as described above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraphs (C), (D), and (E) of 
the Commission’s order issued December 19, 1956, in this matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


TENNESSEE GAS TRANSMISSION CO.—DOCKET NO. G-1568 
ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 7, 1957) 


Tennessee Gas Transmission Co. (applicant) filed on November 7, 1956, a 
petition to modify the Commission’s order issued July 28, 1955, wherein appli- 
eant received a certificate of public convenience and necessity under section 
7 of the Natural Gas Act to construct and operate certain facilities and to de- 
liver and sell up to 2,040 Mcf of natural gas per day to Allied New Hampshire 
Gas Co. (Allied). Pursuant to this order initial deliveries were commenced 
to Allied on December 14, 1955, under a gas sales contract dated August 29, 1955, 
filed with the Commission on October 18, 1955. 

By an assignment dated October 1, 1956, Allied transferred to Granite State 
Gas Transmission, Inc. (Granite), all its right, title, and interest in and to the 











nts 
‘ith 
z to 
em 
by 


ant 
the 
ac- 


OS. 


ice 


> 


re wew@e 


| 
' 
; 
; 


FEDERAL POWER COMMISSION 5 


gas sales contract between applicant and Allied. In an application for exemp- 
tion under section 1 (c) of the Natural Gas Act, filed in docket No. G—10423, 
Granite states that it has entered into a contract with Allied for the purchase 
of Allied’s transmission facilities in the State of New Hampshire. Allied is to 
retain all its distribution facilities and Granite will transport and sell gas to 
Allied for resale. Pending Commission authorization of the sale of gas by 
applicant to Granite, Allied is purchasing natural gas from applicant and Granite 
is receiving and transporting such gas for Allied to the latter’s distribution 
centers. A declaration of exemption was issued to Granite in docket No. G—10423 
on September 18, 1956. 

Applicant now requests that the order be modified so as to authorize the sale 
to Granite instead of Allied. 


The Commission finds: 


It is appropriate and in the public interest that the aforesaid order issued 
July 28, 1955, be amended as hereinafter ordered. 


The Commission orders: 


The aforesaid order issued July 28, 1955, in docket No. G—1568 be and it 
hereby is amended as requested in the above-mentioned petition filed by-applicant : 
Provided, however, That applicant and Granite enter into and file with the Com- 
mission a gas sales agreement within 3 months from the date of issuance of this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


ARKANSAS LOUISIANA GAS CO.—DOCKET NO. G-2307 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued January 7, 1957) 


The Arkansas Louisiana Gas Co. (applicant) filed on July 2, 1956, an appli- 
eation to amend the order of the Commission, issued July 16, 1954, in the above- 
entitled proceeding, by eliminating therefrom authorization to construct and 
operate four 24-inch loop lines totaling 52.8 miles, as hereafter described and 
as more fully represented by the application. 

Applicant states that its pipeline system requirements have not developed as 
rapidly as anticipated because certain industrial customers had over-estimated 
the amount of gas they would need. Applicant wishes to defer the construction 
authorized to serve such customers until demand reaches the level of these 
customers’ original estimates. Applicant further states that, at that time, it 
will file a new application. 

The specific items to be eliminated are— 

(1) Approximately 6.6 miles of 24-inch O. D. loop line from applicant’s 
Buckley compressor station, Caddo Parish, La., extending in a southwesterly 
direction paralleling its existing line “S.” 

(2) Approximately 24.2 miles of 24-inch O. D. loop line extending from the 
proposed Taylor compressor station southwesterly parallel to existing line “S” 
located in Columbia County, Ark., and Webster and Bossier Parishes, La. 

(3) Approximately 6.2 miles of 24-inch O. D. loop line extending from the 
Taylor compressor station northeasterly paralleling existing line “S” in Columbia 
County, Ark. 


506455—59——_3 
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(4) Approximately 15.8 miles of 24-inch O. D. loop line from Bierne compres- 
sor station paralleling lines “S,” “A,” and “L” in Clark County, Ark. 

The capital cost of the facilities listed herein, which applicant desires to 
delete from its certificate authorization, were estimated in the original applica- 
tion as follows: 


OE ES OF BET WOE iain ccs eiincen qunsaanincge $1, 787, 016 
ee Rs ir re i I a ereneuioeemnnsieaele 497, 882 
TG mer OE ee ee ee iewecaeen 1, 190, 184 
Cm mee Gr Dee eee Wb eee (*) 


1 Estimate for this item is not available as it was requested in an amendment to the 
application which did not contain a cost estimate. The cost of all facilities was included 
in the total cost of all facilities authorized, but no breakdown for this item is available. 


The Commission finds: 

It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend, as hereinafter ordered, the order of the Commis- 
sion, issued in this proceeding on July 16, 1954, in docket No. G—2307. 

The Commission orders: 

(A) The order of the Commission issuing a certificate of public convenience 

and necessity in docket No. G—2307, be and the same is hereby amended by 


deleting therefrom the authorization to construct and operate the facilities 
described herein. 


(B) In all other respects, the conditions respecting the issuance of and the 


exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Before Commissiuners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


ALABAMA POWER CO.—PROJECT NO. 2203 
ORDER ISSUING PRELIMINARY PERMIT 


(Issued January 7, 1957) 





Application was filed May 9, 1956, by Alabama Power Co., of Birmingham, Ala., 
for a preliminary permit under section 4 (f) of the Federal Power Act (herein- 
after referred to as the act) for proposed project No. 2203 to be located on the 
Black Warrior River, approximately 5 miles upstream from the city of Tusca- 
loosa,, in Tuscaloosa County, Ala., and occupying navigable waters of the United 
States and lands of the United States at proposed redeveloped United States 
Lock and Dam No. 18. 

As described in the application, the proposed project would consist of an intake 
structure, tunnel, powerhouse, and tailrace at the proposed redeveloped United 
States Lock and Dam No. 13. 

The Chief of Engineers, Department of the Army, has recommended the con- 
struction of a new lock and dam approximately at the site of the present United 
States Lock and Dam No. 13 on the Black Warrior River, replacing the existing 
United States Locks and Dams Nos. 13, 14, 15, and 16. The applicant proposes 
to effect an agreement with the United States whereby the applicant will be 
permitted to install the electric power generating facilities at the proposed re- 
developed United States Lock and Dam No. 13. The applicant states that the 
power generated at the proposed project would be fed into the applicant’s exist- 
ing transmission and distribution system to help in supplying the increasing de- 
mand for power throughout the area which the applicant serves in Alabama. 
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The Chief of Engineers, Department of the Army, in reporting on the appli- 
cation, stated that the preparation of a preauthorization report to determine 
the feasibility and economic justification for construction of a new lock and 
dam No. 13 for navigation has recently been assigned to the District Engineer, 
Mobile, Ala., and it is anticipated that at least 3 years will elapse before con- 
struction could begin on the navigation project, if the Secretary of the Army 
authorizes the work. The Chief of Engineers’ report further stated that since 
the Chief of Engineers has an interest in the ultimate development of the project 
for navigation and power, it is recommended that the studies of the applicant be 
coordinated with those of the District Engineer so that full development of all 
resources at this site can be accomplished with an equitable distribution of costs 
to all features determined, as hereinafter provided. Subject to this recom- 
mendation, the Chief of Engineers has no objection to granting a preliminary 
permit to the applicant. 

The Acting Secretary of the Interior, in reporting on the application, proposed 
that a certain stipulation, as hereinafter substantially provided, be included in 
the preliminary permit, if issued, in the interest of the fish and wildlife resources 
involved. 

The permit issued herein does not authorize construction of the proposed 
project, being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the act. 


The Commission finds: 





(1) The applicant is a corporation organized under the laws of the State of 
Alabama and is an operating subsidiary of the Southern Co., which owns all the 
applicant’s common stock. 

(2) The proposed project will occupy navigable waters and lands of the United 
States, and will utilize surplus water or waterpower from a Government dam. 
No reason is apparent at this time to justify a finding that the navigation dam 
may be advantageously used by the United States for public purposes in addi- 
tion to navigation or that the development of the site involved should be under- 
taken by the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No protests have been filed. There are no known conflicting ap- 
plications for preliminary permits or licenses before the Commission. 







The Commission orders: 


















(A) This preliminary permit is issued to Alabama Power Co. (hereinafter 
referred to as the permittee) for a period of 36 months, effective as of December 
1, 1956, for the sole purpose of maintaining priority of application for a license 
for project No. 2203 to be located on the Black Warrior River, occupying navigable 
waters of the United States and lands of the United States at proposed re- 
developed United States Lock and Dam No. 13, subject to the terms and con- 
ditions of the Federal Power Act, which is hereby incorporated by reference as 
a part of this permit, and subject to such rules and regulations as the Commis- 
sion has issued or prescribed under the provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in form 
P-1,* entitled “Terms and Conditions of Preliminary Permit,’ which terms and 
conditions (designated as arts. 1 through 8) are attached hereto and made a 
part hereof, and further subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The permittee shall submit at the close of each 6 months’ period 


*For the contents of form P-1, see 16 F. P. C. 1303. 
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from the effective date of this preliminary permit to the Regional Engineer, 
Federal Power Commission, or to such other officer as the Commission may 
designate, accurate statements of the work accomplished during the period and 
of the work contemplated under this preliminary permit for the ensuing period. 

Article 10. The permittee shall, during the period of this permit, cooperate with 
the U. S. Fish and Wildlife Service and the Alabama Department of Conserva- 
tion in order that adequate consideration can be given to the protection of fish 
and wildlife resources in the affected area. 

Article 11. The permittee shall, during the period of this permit, prior to 
undertaking any investigation work coordinate its studies with those of the 
Mobile District Office, Corps of Engineers, so that full development of all 
resources at the site can be accomplished with an equitable distribution of costs 
to all features determined. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this preliminary permit. In acknowledgment of the acceptance of this 
preliminary permit, it shall be signed for the permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


APPALACHIAN ELECTRIC POWER CO.—PROJECT NO. 2210 
ORDER ISSUING PRELIMINARY PFRMIT 
(Issued January 7, 1957) 


Application was filed July 3, 1956, by Appalachian Electric Power Co., of 
Roanoke, Va., for a preliminary permit under section 4 (f) of the Federal 
Power Act (hereinafter referred to as the act) for proposed project No. 2210 
to be located on the Roanoke River (sometimes called Staunton River) in the 
vicinity of Roanoke, Rockymount, Moneta, Altavista, and Gretna, Va., and in 
Bedford, Pittsylvania, Franklin and Roanoke Counties, Va., and affecting navi- 
gable waters of the United States. 

As described in the application, the proposed project would consist of a rock- 
fill dam approximately 200 feet high located in the gap of Smith Mountain 
about 4 miles above the mouth of Pigg River, with a side-channel spillway; 
a storage reservoir extending about 38 miles upstream from the damsite and 
having a gross capacity of somewhat more than 1,000,000 acre-feet; and a 
powerhouse at the foot of the dam with installed capacity of 60,000 kilowatts. 

The applicant states that the power generated at the proposed project would 
be used in the applicant’s existing electric system for sale to its present and 
future customers. 

The Governor, the State Corporation Commission, the Commission of Game 
and Inland Fisheries, the State Water Control Board, the Division of Water 
Resources and Power of the Department of Conservation and Development, all 
of the Commonwealth of Virginia, have been notified of the filing of the appli- 
cation, but no comments have been received. 

The Department of the Army in its report on the application recommended 
that, in view of the possible effect of the proposed project on the comprehensive 
plan for development of the Roanoke River and on the flood-control potential 
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of the site, the applicant coordinate its studies with the District Engineer, Corps 
of Engineers, at Norfolk, Va., as hereinafter substantially provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, in reporting on the application, stated that the U. S. Fish and Wildlife 
Service reported that the proposed project should increase fishing and hunting 
opportunities in the immediate area, provided that adequate consideration is 
given to recreational development to insure maximum public benefits as here- 
inafter substantially provided. The Geological Survey reported that the con- 
struction of the proposed project may not adversely affect the mineral deposits 
in the area. 

The permit issued herein does not authorize construction of the proposed 
project, being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the act. 


The Commission finds: 


(1) The applicant is a corporation organized under the laws of the Com- 
monwealth of Virginia and is a wholly owned subsidiary of American Gas & 
Electric Company. 

(2) The proposed project will affect navigable waters of the United States. 

(3) Public notice of the application has been given as required by the act. 
No formal protests have been filed. There are no known conflicting applications 
for preliminary permits or licenses before the Commission. 

(4) The proposed project will not affect any Government dam, and no reason 


is apparent at this time for development of the proposed project by the United 
States. 


The Commission orders: 


(A) This preliminary permit is issued to Appalachian Electric Power Co. 
(hereinafter referred to as the permittee) for a period of 24 months, effective as 
of December 1, 1956, for the sole purpose of maintaining priority of applica- 
tion for a license for project No. 2210 to be located on the Roanoke River (some- 
times called Staunton River), and affecting navigable waters of the United 
States, subject to the terms and conditions of the Federal Power Act, which 
is hereby incorporated by reference as a part of this permit and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in form 
P-1,* entitled “Terms and Conditions of Preliminary Permit,” which terms and 
conditions (designated as arts. 1 through 8) are attached hereto and made a 
part hereof, and further subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The permittee shall submit at the close of each 6-month period from 
the effective date of the preliminary permit to the Regional Engineer, Federal 
Power Commission, Atlanta, Ga., having supervision over the project, or to 
such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
the preliminary permit for the ensuing period. 

Article 10. The permittee shall, during the period of this permit, cooperate 
with the District Engineer, Corps of Engineers, at Norfolk, Va., regarding 
navigation and flood-control requirements. 

Article 11. The permittee shall, during the period of this permit, cooperate 
with the U. S. Fish and Wildlife Service and the Virginia Commission of Game 


*For contents of form P-—1, see 16 F. P. C. 1303. 
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and Inland Fisheries in preparing detailed plans for project construction, 
operation, land acquisition, free public access, and other recreational purposes 
with a view toward realizing optimum public benefits. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of the acceptance of 
this preliminary permit, it shall be signed for the permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


NORTHWESTERN PUBLIC SERVICE CO.—DOCKET NO. E-6718 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 


Northwestern Public Service Co. (applicant), incorporated under the laws 
of the State of Delaware, and doing business as a qualified foreign corporation in 
the States of Nebraska and South Dakota, with its principal place of business in 
Huron, 8. Dak., filed an application on December 7, 1956, as amended December 
26, 1956, and January 7, 1957, for authorization, pursuant to section 204 of the 
Federal Power Act, to issue 54,120 shares of common stock (par value, $3 per 
share). 

Applicant proposed to offer the 54,120 shares for subscription by its common 
stockholders of record at the close of business on the date on which a registration 
statement (under the Securities Act of 1933) relative thereto shall become effec- 
tive; estimated to be January 8, 1957. The proposed issuance will be offered 
pursuant to preemptive rights at a price of $15 per share on the basis of 1 share 
of the proposed issuance for each 10 shares held of record on the aforesaid record 
date. Rights to subscribe will be evidenced by transferable subscription war- 
rants. 

In addition, applicant proposes to enter into an underwriting agreement with 
A. C. Allyn & Co., Inc., 122 South La Salle Street, Chicago, Ill., and a group of 
underwriters to be formed by them for the purchase of all shares not subscribed 
for through the exercise of subscription warrants at the end of the subscription 
period, estimated to be January 21, 1957. The purchase price to be paid by the 
underwriters will be the same as the subscription price to applicant’s stock- 
holders. 

As consideration to the underwriters, applicant proposes to pay an underwriting 
commission consisting of 30 cents per share on the entire 54,120 shares to be 
issued, plus 50 cents per share for all unsubscribed stock purchased by the under- 
writers, and 50 cents per share for all shares of the proposed issuance acquired 
by the underwriters through the exercise of subscription warrants. 

According to the application, the proceeds to be derived from the proposed 
issuance, estimated in the amount of $800,000, will be applied to carry forward 
applicant’s current construction program which will require approximately 
$3,100,000 during 1957. This program includes (1) expansion and construction 
of gas distribution systems in eastern South Dakota; (2) completion of con- 
version of boilers in Northwestern’s electric generating stations for the use of 
either natural gas or coal; (3) additions and extensions to Northwestern’s 
electric system in South Dakota and its gas distribution system in Nebraska. 
Written notice of the application has been given to the State Railway Com- 
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mission of Nebraska, the Public Utilities Commission of South Dakota, and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on December 19, 1956 (21 F. R. 10184), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should, on or before December 31, 1956, file a petition or protest 
with the Federal Power Commission, Washington 25, D. C. No protests or peti- 
tions or requests to be heard in opposition to the granting of the application have 
been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, as 
heretofore determined and set out in the Commission’s order issued October 16, 
1956, In the Matter of Northwestern Public Service Company, Docket No. E-6706, 
16 F. P. C. 1045. 

(2) The proposed issuance and sale of 54,120 shares of common stock will 
constitute an issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of section 204 (f) of the act, and the proposed issuance of common 
stock is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise, between applicant 
and A. C. Allyn & Co., Inc. 

(5) The fees proposed to be paid to A. C. Allyn & Co., Inc., in connection with 
the proposed issuance of common stock are reasonable under the circumstances 
of this case. 

(6) Inasmuch as the proceeds to applicant will be less than $1 million, the 
proposed issuance of common stock is exempt from competitive bidding require- 
ments of section 34.la of the Commission’s regulations under the Federal Power 
Act by reason of section 34.la (a) (3) thereof. 

(7) The proposed issuance of common stock, as hereinafter authorized, will 
be for a lawful object within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application be, 
and the same hereby are authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PACIFIC POWER & LIGHT CO.—DOCKET NO. E-6713 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK AND FIRST 
MORTGAGE BONDS 


(Issued January 9, 1957) 


By order issued December 21, 1956, 16 F. P. C. 1372, in the above-entitled matter, 
the Commission authorized Pacific Power & Light Co. (applicant) to issue and 
sell through competitive bidding 90,000 shares of serial preferred stock (par 
value $100 per share), and $12,000,000, principal amount, of first mortgage bonds, 
series due 1987, subject to the provisions, among others, as set forth in para- 
graph (B) of that order as follows: 

(B) The proposed issuances and sales at competitive bidding of preferred 
stock and bonds shall not be consummated until— 

{i) Applicant shall have amended its application, pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements, and section 34.2 (k) (4) of the rules 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram, as con- 
templated by section 34.9 of the rules; the foregoing being applicable to the 
proposed issuances of preferred stock and bonds, as the case may be. 

(ii) The Commission, by further order, shall have approved (1) the respec- 
tive prices to be received by applicant for the proposed preferred stock and 
bonds, and (2) the dividend rate on the proposed preferred stock and. the in- 
terest rate on the proposed bonds. 

Applicant on January 9, 1957, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, issued December 21, 1956, 
setting forth that it proposes to accept, as providing the lowest cost of money 
to it, (1) the joint bid of Kidder, Peabody & Co., Eastman Dillon, Union Securi- 
ties & Co., Inc., to purchase the proposed issuance of preferred stock for the 
price of 100.0599, with a dividend rate of 6.16 percent, and (2) the bid of Halsey, 
Stuart & Co., Inc., to purchase the proposed issuance of bonds for the price of 
101.22, with an interest rate of 5-3/8 percent per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued December 21, 1956, referred to above, and 
under the respective bids it proposes to accept for the proposed issuances of 
preferred stock and bonds the prices to be received by applicant for the proposed 
preferred stock and bonds, and the dividend rate and interest rate on said 
preferred stock and bonds are reasonable. 

(2) The proposed issuances and sales of preferred stock and bonds, as here- 
inafter authorized and approved, will be for a lawful object within the corporate 
purposes of applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by applicant of service 
as a public utility, and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 


The Commission orders: 


(A) The respective prices to be received by Applicant for the preferred stock 
and bonds, and the dividend rate and interest rate on the preferred stock and 
bonds under the respective bids referred to above, all are approved as reasonable. 
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(B) The proposed issuances and sales of preferred stock and bonds, referred 
to above, upon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (C), 
(D), and (E) of the Commission’s order issued December 21, 1956, in this matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PACIFIC NORTHWEST PIPELINE CORP.—DOCKET NO. G—11093 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 10, 1957) 


Pacific Northwest Pipeline Corp. (applicant), a Delaware corporation, having 
its principal place of business in Salt Lake City, Utah, filed on September 17, 
1956, an application and on October 31, 1956, a supplement thereto, pursuant to 
section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing it to construct and operate certain natural gas facilities, 
as hereinafter described, and to sell natural gas to Western Slope Gas Co. 
(Western) for resale in the Grand Junction, Colo., area, subject to the jurisdiction 
of the Commission. 

Applicant proposes to construct and operate a main line tap and a measuring 
and regulating station at the point where its main line crosses Western’s exist- 
ing line located in the Northeast Quarter of the Northeast Quarter of Section 29, 
Township 7 South, Range 102 West, in Garfield County, Colo., near the Garfield- 
Mesa County line, as shown on applicant’s exhibit F. Applicant proposes to use 
these facilities to deliver the following volumes to Western in order to provide 
for the Grand Junction area a supplementary source of natural gas supply: 


Peak 
Years of service Annual Mcf day Mef 
60,000 3,000 


150,000 3,000 

Western is a proposed new customer of Pacific. It purchases locally produced 
gas in several small fields in Colorado and transports and sells such gas to 
Publie Service Co. of Colorado for resale in Grand Junction, Fruita, and Palisade 
in Mesa County, Colo. It also serves one direct sales customer, Loffland Brothers, 
whom it supplies with drilling gas. 

Western has advised that its supply of local gas is presently inadequate to 
meet its estimated peak-day requirements for the 1956-57 heating season and 
thereafter, due to greatly accelerated population growth in and near the city of 
Grand Junction as a result of uranium mining and exploration in the nearby 
southwestern Colorado plateau areas. The estimated peak-day requirements of 
Public Service Co., of Colorado in its Grand Junction Division are shown to in- 
crease from 8,668 Mcf in the winter of 1955-56 to an estimated 11,785 Mcf during 
the winter of 1956-57. Western estimates that its deficiencies over and above 
local production during the 1956-57 winter will amount to 1,320 Mcf per day, and 
increase to a deficiency of 3,000 Mcf per day in the 1959-60 winter. It proposes 
to purchase such deficient volumes from applicant. 

The estimated cost of the proposed facilities is $17,110, which will be financed 
out of currently available funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 3, 1957, respecting the matters involved in and the issues presented by 
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the application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally in the hearing that the inter- 
mediate decision procedure be omitted, and the Commission render a decision 
herein pursuant to section 1.30 (c) (1) of the Commission’s rules of practice and 
procedure. 


The Commission finds: 


(1) Pacific Northwest Pipeline Corp. (applicant), a Delaware corporation 
having its principal place of business in Salt Lake City, Utah, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its opinion No. 271 issued June 16, 1954, in docket Nos. G-996 et al. 

(2) The facilities proposed to be constructed, as hereinbefore decribed, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
applicant’s existing pipeline system, and the construction and operation thereof 
by applicant, are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 

(3) Applicant’s available gas supplies are reasonably adequate to enable it to 
deliver the foregoing volumes without adverse effect on its other customers, 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed construction and operation of the facilities hereinbefore de- 
scribed are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (ec) (8), (ce) (4), and (e) of 
section 157.20 of the Commission’s regulations under the Natural Gas Act (18 
C. F. R. 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder and that the time within such con- 
struction of the facilities authorized by this order shall be completed and in actual 
operation should be fixed at 3 months from the date on which this order issues. 


The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c) (1) 
of said rules. 

(8) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ce) (1), (ce) (3), (ce) (4) and (e) of section 157.20 of the 
Commission’s regulations under the Natural Gas Act shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
section 157.20 of the Commission’s regulations under the Natural Gas Act is 
hereby fixed at 3 months from the dace on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


ATLANTIC SEABOARD CORP.—DOCKETS NOS. G-2452 AND G-5477 


ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS, AND PROVIDING FOR FILING 
OF TARIFF REVISIONS 


(Issued January 11, 1957) 


These are rate proceedings arising from proposed increases in rates and 
charges tendered for filing by Atlantic Seaboard Corp. (Seaboard). A stipula- 
tion setting forth the terms of a proposed settlement of the issues involved in 
these proceediugs agreed to between Seaboard and its customers, including 
certain exhibits related thereto, has been submitted to us for consideration 
together with a motion filed by Seaboard on November 25, 1956, requesting that 
we approve the settlement and terminate these proceedings. Upon consideration 
of the stipulation, the exhibits attached thereto, and the aforementioned motion, 
we approve the terms of the proposed settlement and permit the agreed upon rate 
increases to become effective, subject to the terms and conditions, agreed to by the 
parties, as hereinafter ordered. 

On May 13, 1954, Seaboard tendered for filing with the Commission its FPC 
Gas Tariff, Sixth Revised Volume No. 1, and its Revised Rate Schedule X-10 
(consisting of Second Revised Sheets Nos. 51, 52, 53, and 54 and First Revised 
Sheet No. 55 to its FPC Gas Tariff, Original Volume No. 2), proposing increased 
rates and charges for sales of natural gas to its wholesale customers. By order 
issued June 4, 1954, in docket No. G—2452, the Commission suspended that filing 
until November 1, 1954. 

Pursuant to a motion filed by Seaboard requesting special permission under 
section 154.66 (b) of the Commission’s general rules and regulations to file 
changes in the suspended tariff, as contained in First Revised Sheets Nos. 12 
and 16, which would reduce the rates and charges proposed therein to give effect 
to a withdrawal by United Fuel Gas Co., Seaboard’s affiliated supplier, of a 
portion of its rate-increase proposal in docket No. G—2451, the Commission by 
order issued November 16, 1954, granted the permission requested. 

On November 9, 1954, Seaboard tendered for filing Substitute First Revised 
Sheets Nos. 12 and 16 to its FPC Gas Tariff, Sixth Revised Volume No. 1, incor- 
porating the increase then in effect subject to refund and proposing a further in- 
crease based on the increase in rates filed by United Fuel Gas Co. on November 4, 
1954, and suspended by Commission order in docket No. G—5475 until December 15, 
1954. By order issued December 3, 1954, in docket No. G-5477, the Commission sus- 
pended Seaboard’s filing of November 9, 1954, until December 15, 1954. 

After notice by Seaboard to all parties in these proceedings, a conference was 
held on November 14, 1956, in a hearing room of the Commission, at which all 
parties to the aforementioned stipulation were represented, and the Commission’s 
staff and a representative of the Public Service Commission of West Virginia also 
attended. 

At that conference Seaboard presented various cost data for the “collection” 
period and a “test” period for the future, together with a statement of proposed 
refunds to its customers on several different bases. The parties present were also 
advised of the results of field investigations made by the Commission staff. After 
discussion and negotiation, Seaboard and its customers agreed to a stipulation 
of settlement, submitted for our consideration on November 25, 1956, which is 
attached hereto as attachment A and is hereby made a part hereof. 
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The aforesaid settlement which we hereinafter approve provides that “* * * 
no party to such settlement is bound by the use of any method which may have 
been employed in arriving at the settlement.” Our approval of the settlement 
likewise does not bind us to future use of any method which may have been 
employed therein and does not necessarily constitute any precedent for the future 
and only indicates our satisfaction that the rates herein approved are just and 
reasonable. Precedence is of less concern to us here than it might be in other 
cases, because we now know that these rates will soon be superseded by others 
and that the future existence of Amere as a natural gas company is probably of 
short duration due to the reorganization of the Columbia Gas System which is 
now taking place. 


The Commission finds: 


(1) The proposed settlement of these proceedings on the basis set forth in 
said stipulation, and as agreed to by the parties to the stipulation submitted for 
our consideration on November 25, 1956, subject to the terms and conditions here- 
inafter ordered, is just and reasonable and in the public interest in carrying out 
the provisions of the Natural Gas Act and should be made effective as hereinafter 
provided and ordered. 

(2) The increased rates and charges contained in Atlantic’s FPC Gas Tariff, 
Sixth Revised Volume No. 1, as amended, Revised Rate Schedule X-10, and Sub- 
stitute First Revised Sheets Nos. 12 and 16 to Atlantic’s FPC Gas Tariff, Sixth 
Revised Volume No. 1, are not just, reasonable, or otherwise lawful under the 
terms and provisions of the Natural Gas Act and should be disallowed as herein- 
after provided and ordered. 


The Commission orders: 


(A) The settlement of these proceedings on the basis and terms of the stipula- 
tion agreed to by the parties thereto, and set out in attachment A hereto, hereby 
is approved and made effective, subject to the conditions set forth hereinafter. 

(B) The increased rates and charges contained in Atlantic’s filings listed in 
paragraph (1) above, hereby are disallowed and denied. 

(C) Within 15 days from the date of issuance of this order, Atlantic shall file 
tariff sheets satisfactory to the Commission to be effective for sales made on and 
after November 1, 1956, containing rates and charges as specified in paragraph D 
of the above stipulation and tariff revisions described in paragraph G thereof. 

(D) Atlantic shall refund, within 15 days from the date of issuance of this 
order, a total principal amount of $4,383,067 to its customers in the amounts 
and manner set forth in paragraph C of the stipulation, plus interest at the rate 
of 6 percent per annum, computed as agreed to by the parties to that stipulation. 
Atlantic, within 30 days after the date of issuance of this order, shall report to 
the Commission, in writing and under oath, the amount of the refund made to each 
customer, showing separately the amount of principal and interest so paid, and 
shall serve a copy of such report upon each of the customers receiving a refund. 

(E) Atlantic shall make further refunds and file reduced rates and charges as 
required upon final disposition of the rate proceedings involving its supplier, 

United Fuel Gas Co., in dockets Nos. G-2451 and G-5475, as provided in the 
aforesaid stipulation. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be issued by the Commission in any proceeding now pending or 
hereafter instituted by or against Atlantic. 

(G) The proceedings in these dockets hereby are terminated, subject to the 
terms and conditions contained in this order and in the stipulation attached 

hereto and made a part hereof. 


sent be 
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ATTACHMENT A 


STIPULATION OF SETTLEMENT PURSUANT TO SECTION 1.18 OF THE 
COMMISSION'S RULES OF PRACTICE AND PROCEDURE 


Atlantic Seaboard Corp. 


On May 13, 1954, Atlantic Seaboard Corp. (hereinafter referred to as “Sea- 
board’) filed with the Federal Power Commission (hereinafter referred to as 
“Commission”) its proposed FPC Gas Tariff, Sixth Revised Volume No. 1 and 
Revised Rate Schedule X—10 of Original Volume No. 2, proposing, among other 
things, increased rates and charges. This filing was given docket No. G—2452. 
The Commission by order issued June 4, 1954, suspended the filing until Novem- 
ber 1, 1954. The Commission by order issued November 16, 1954, pursuant to 
a motion filed by Seaboard, permitted an amendment reducing the rates filed 
May 138, 1954 (which had not become effective), by the substitution of First Re- 
vised Sheets Nos. 12 and 16 of its FPC Gas Tariff, Sixth Revised Volume No. 1 
for Original Sheets Nos. 12 and 16, and also ordered that the suspended proposed 
tariff charges, together with the amendments, be made effective as of Novem- 
ber 1, 1954, subject to refund, upon the filing by Seaboard of an executed cor- 
porate undertaking based on the conditions in said order. Said executed 
corporate undertaking was filed. 

On November 9, 1954, Seaboard filed revised sheets to increase rates. Such 
revised sheets were allowed to become effective December 15, 1954, subject to 
refund. This filing was given docket No. G—5477. 

After due notice to all intervenors, a conference was held on November 14, 
1956, in hearing room “H” of the Commission at which all parties hereto were 
represented. Staff of the Commission and a representative of the West Vir- 
ginia Commission also attended said conference. 

At the said conference Seaboard presented various cost data for the “collec- 
tion” period and a “test” period for the “future,” together with proposed re- 
funds to its customers on several different bases. The parties were also advised 
of the results of field investigations made by the staff of the Commission. The 
parties present considered all the proposals advanced by the various parties and 
the staff. After discussion and negotiation the parties hereto agree, for the 
purpose of settlement only, as follows: 

A. The cost of service of Seaboard on an actual basis for the year 1955 includ- 
ing a 6% percent rate of return is $43,951,049, as shown in appendix A—1 attached 
hereto; all of which cost of service is applicable to sales subject to the jurisdic- 
tion of the Commission. The rate base for such cost of service is $54,091,898, 
a shown in appendix A-2 attached hereto. The year 1955 and such cost of 
service are reasonable and proper for computing refunds from November 1, 1954, 
to December 31, 1955. 

B. The cost of service of Seaboard for test-year purposes (the year 1955 ad- 
justed to reflect known changes) including a 6%4 percent rate of return is 
$45,296,210, as shown in appendix B-1 attached hereto; the rate base for such 
test-year cost of service is $55,333,168, as shown in appendix B-2 attached 
hereto. The year 1955, as adjusted, is a reasonable and proper test period for 
determining refunds from January 1, 1956, to October 31, 1956, and rates to be- 
come effective November 1, 1956. Including in such test-year cost of service is an 
adjustment of $88,439 per annum reflecting a change in Seaboard’s method of 
computing depreciation, which, as part of the settlement, Seaboard will book 
effective as of January 1, 1956. 
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C. Seaboard agrees that it will refund to its customers for the period Novem- 
ber 1, 1954, to October 31, 1956, the aggregate amount of $4,383,067, which was 
the excess of revenues collected over revenues which would have been collected 
under rates developed from the costs of service for the collection period, such 
amount to be divided among its customers as follows: ; 


Amere Gas Utilities Co 

Cumberland & Allegheny Gas Co 

Baltimore Gas & Electric Co 

City of Charlottesville, Va 

Commonwealth Natural Gas Corp 743, 742 
Lynchburg Gas Co 31, 259 
Manufacturers Light & Heat Co 267, 183 
Roanoke Pipe Line Co 

Shenandoah Gas Co 8, 608 
Virginia Gas Distribution Corp 300, 895 
Washington Gas Light Co 1, 578,402 
Zebulon Gas Associates, Inc 


together with interest thereon at 6 percent per annum to be computed for each 
month from the date of payment provided in the tariff to the date of the Com- 
mission’s order, provided such refund is made within 15 days of the issuance 
of such order. The amount of the refund was determined by reducing the 
commodity component of the filed rates by 1.8 cents per Mcf for the period 
November 1, 1954, to December 14, 1954; by 2.68 cents per Mcf for the 
period December 15, 1954, to December 31, 1955; and by 1.182 cents per Mcf 
for the period January 1, 1956, to October 31, 1956, plus refunds received from 
United Fuel Gas Co. for part of the 1954 period and for the 1956 period; for the 
whole period the rate to Amere Gas Utilities Co. was reduced to 40 cents per 
Mcf; such amount of refund, however, was spread among customers so as 
to represent a refund of $3,662,342 of demand charges received and $720,725 of 
commodity charges received by using the period November 1, 1954, to Decem- 
ber 31, 1955, rates of $2.40/2.50 demand charge and 32.09/33.09 cents per Mcf 
commodity charge, and for the period January 1, 1956, to October 31, 1956, 
rates of $2.45/2.55 demand charge and 33.285/34.285 cents per Mcf com- 
modity charge, and at 40 cents per Mcf for Amere Gas Utilities Co.; plus 
an allocation of the refunds received from United Fuel Gas Co. for part of 
the 1954 period and for the 1956 period. Computations showing the applicable 
refunds by months detailed between demand and commodity will be furnished 
each customer by Seaboard when refund is made. 

D. Effective as of November 1, 1956, Seaboard will file revised tariff sheets 
embodying the following rates: 


Virginia-Maryland $2.85 per Mcf demand charge and 32.29 cents per Mcf 
Zone. commodity charge. 

West Virginia- $2.75 per Mcf demand charge and 31.29 cents per Mcf 
Kentucky Zone commodity charge. 

Amere Gas Utili- 50 cents per Mcf. 
ties Company. 


such rates being based upon the test-year cost of service appended hereto as 
appendix B-1. The parties hereto request that the Commission permit Seaboard 
to bill its customers commencing November 1, 1956, at the above-stipulated 
rates. 
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BE. It is agreed that any refunds and interest thereon which Seaboard may 
receive from United Fuel Gas Co., pursuant to the final orders in dockets Nos. 
G-—2451 and G-5475 shall be passed on to Seaboard’s customers based on the 
volumetric sales for the period of such refund. Seaboard will also file revised 
tariff sheets, acceptable to the Commission, adjusting the commodity component 
of the agreed-upon rates to reflect prospectively reductions in the rates of 
United Fuel pursuant to the final orders in docket Nos. G—2451 and G-5475 
as reflected in the cost of service set forth in appendix B-1 hereto. 

F. If in the final determination of docket Nos. G-2451 and G-5475 the Com- 
mission should determine as a matter of principle that the depreciation deduc- 
tion resulting from taking liberalized depreciation under section 167 of the 
Internal Revenue Code should be used in computing Cost of Service income 
taxes, it is agreed that Seaboard’s test-year cost of service of $45,296,210 should 
be reduced by $321,020, and that Seaboard should make refunds for the period 
beginning January 1, 1956, on a volumetric basis to reflect such reductions in 
Seaboard’s cost of service and should file tariff sheets acceptable to the Com- 
mission reflecting such reductions in the commodity component of the agreed 
upon rates for sales on and after November 1, 1956. 

G. The parties agree to Seaboard’s FPC Gas Tariff, Sixth Revised Volume No. 
1, subject, however, to Seaboard filing revised sheets thereto which will reflect— 

(i) the changes in rates agreed to above, 

(ii) the establishment of an AOS rate schedule embodying a rate for 
each zone calculated at the CD rate at 100 percent load factor, 

(iii) a modification of the adjustments for underdeliveries and excess 
takes, and 

(iv) a modification of section 11.2 (b) of the general terms and conditions 
with respect to reducing the contract demand by more than 10 percent. 

H. Seaboard agrees that as part of this settlement it will withdraw Rate 
Schedule X-10, issued May 31, 1956, being an agreement between Atlantic Sea- 
board Corp. and Amere Gas Utilities Co., dated May 28, 1956, which Seaboard 
filed with the Commission and which the Commission suspended by order at 
docket No. G-10714. 

I. The parties to the proceeding further agree that the purpose of this settle- 
ment is the disposition of this proceeding only, contingent upon acceptance by 
the Commission of all terms and conditions of this stipulation and that no party 
to such settlement is bound by the use of any method which may have been 
employed in arriving at the settlement. 

This settlement is without prejudice to any findings or order which may have 
been or may hereafter be made by the Commission in any proceeding now pending 
or hereinafter instituted by or against Seaboard. 

J. In the interest of expediting a final order herein, the parties hereto hereby 
waive the 15-day notice of hearing requirement, provided in section 1.19 (b) of 
the Commission’s rules of practice and procedure, if the Commission orders a 
hearing hereon. 





THE ARMY LIBRARY. 
Washington, D.C. ~~ 
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APPENDIX A-1 
ATLANTIC SEABOARD CORPORATION 


Cost of Service for the Year Ended Dec. 31, 1955 (Collection Period) at 6%4 


Percent Return 
Total 
Operating expenses: company 


Purchased gas expenses $1, 455 
Purchased gas 83, 695, 399 
Gas withdrawn from underground storage 58, 635 
Gas delivered to underground storage (21, 386) 
Gas used in utility operations (423, 913) 
Underground storage 1, 035 
Transmission 2, 267, 480 
Administrative and general 

EC SARS CRO0 CO inci ain ten wtentiseninntcieenitndts 840 


Total operating expenses 36, 187, 441 
Depreciation expenses 1, 655, 425 
Taxes—other than income 496, 012 
Federal and State Income teWeW nn cek i echet sc chit hb tien 2, 317, 943 
Return at 644 percent 3, 380, 743 
Credits to cost of service (86, 515) 


Total cost of service 43, 951, 049 


Estimated revenues on basis 
OE PIII BIE tb ite ttieccnicthobacqucacceccdseias 43, 947, 425 


APPENDIX A-2 


ATLANTIC SEABOARD CORPORATION 


Rate Base, Year 1955 (Collection Period) 
Amount 
Gas plant in service $63, 895, 412 
Less reserve for depreciation 10, 078, 780 
Construction work in progress (completed) 614, 346 
Retirement wotk te Qe0gretes Sines ce cocked els (8, 781) 
Less contributions in aid of construction 330, 299 
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APPENDIX B-1 
ATLANTIC SEABOARD CORPORATION 
Cost of Service for the Year Ended Dec. 31, 1955 (Test Period) at 6%4 percent 


Total 
Operating expenses: company 


Purchased gas expenses 

Purchased gas 

Gas withdrawn from underground storage 
Gas delivered to underground storage 
Gas used in utility operations 
Underground storage 

Transmission 

Administrative and general 

FPC rate case expense 


Depreciation expenses 
Taxes—other than income 
Federal and State income taxes 
Return at 6% percent 

Credits to cost of service 


Total cost of service 45, 296, 210 


Estimated revenues under agreed rates___._..__...---_--_.______.__ 45, 301, 638 
Virginia-Maryland Zone $2.85/32.29 cents. 
West Virginia-Kentucky Zone 2.75/31.29 cents. 
50 cents per Mcf. 


APpPENDIx B-2 
ATLANTIC SEABOARD CORPORATION 
Rate Base, Year 1955 (Test Period) 


Amount 
Gas plant in service $65, 216, 975 


Less reserve for depreciation 10, 159, 073 
Construction work in progress (completed) 614, 346 
Retirement work in progress (8, 781) 

Less contributions in aid of construction 330, 299 


506455—59—4 





22 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


AMERICAN LOUISIANA PIPE LINE CO.—DOCKET NO. G-—10396 
GULF REFINING CO.—DOCKET NOS. G—10398, G-10399, G-10400, G—10442, 
G-10443 
PANHANDLE EASTERN PIPE LINE CO.—DOCKET NO. G-11061 


ORDER PERMITTING WITHDRAWAL OF CERTIFICATE APPLICATIONS IN DOCKET NOS. 
G-10399, G-10442, AND G—10443 AND POSTPONING ACTION ON WITHDRAWAL OF 
CERTIFICATE APPLICATIONS IN DOCKET NO. G—10398 


(Issued January 11, 1957) 


Gulf Refining Co. (Gulf) filed on May 14, 1956, pursuant to section 7 of the 
Natural Gas Act, applications for certificates of public convenience and necessity 
in docket Nos. G-10398, G—10399, G—10442, and G—10443, wherein Gulf sought 
authorization to sell under separate contracts natural gas from Krotz Springs, 
Church Point, Hayes, and Washington Fields, State of Louisiana, respectively, 
to American Louisiana Pipe Line Co. (American Louisiana) for transportation 
in interstate commerce for resale. 

On May 14, 1956, American Louisiana filed an application for a certificate of 
public convenience and necessity under section 7 (c) of the Natural Gas Act 
authorizing it to construct and operate certain additional facilities to enable 
it to receive the natural gas from Gulf and to enable it to meet increased require- 
ments of its markets in the Michigan-Wisconsin areas. American Louisiana 
proposes to expand its present authorized pipeline capacity by approximately 
36.5 billion cubie feet per year and peak-day daily delivery capacity by approxi- 
mately 100,000 M. c. f. American Louisiana proposed in the subject application 
to construct and operate in addition to the facilities heretofore authorized in 
docket No. G-—2306 the facilities proposed in this application which are to be 
installed in two steps. In addition, American Louisiana proposes to install 35.8 
miles of additional 8-inch “gathering” lines as needed to enable it to connect the 
additional gas supply from Gulf Refining Co. in the fields hereinbefore re- 
ferred to. 

American Louisiana on August 8, 1956, was issued a temporary certificate 
authorizing it to construct and operate the additional facilities involved in this 
expansion program, at an estimated cost of some $8,658,000. The Commission 
issued an order on November 7, 1956, in the proceedings scheduling the hearing 
for November 14, 1956, and providing that Gulf’s applications would be heard 
first. When the hearing commenced on November 14, 1956, Gulf appeared with 
its counsel and all its witnesses and proceeded with the presentation of its direct 
case involving all its applications. 

On November 15, 1956, counsel for Gulf read into the record the text of a 
telegram wherein Gulf stated that they had terminated the contracts covering 
the natural gas proposed to be delivered from fields covered by docket Nos. 
G—-10398, G—10399, G-10442, and G-10443. On November 16, 1956, Gulf, pursuant 
to section 1.11 (d) of the Commission’s rules of practice and procedure, filed 
with the Commission a formal notice of withdrawal of its applications in the 
heretofore-mentioned dockets. Thereupon said hearing was recessed by the 
examiner until further order of the Commission pending Commission action on 
said motion to withdraw. 

Gulf in its notice of withdrawal alleges as the only ground for withdrawal of 
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the applications in dockets Nos. G—10398, G-10399, G—10442, and G-10443 to be 
that on November 15, 1956, Gulf terminated the contracts covered by the above 
applications. 

American Louisiana on November 26, 1956, filed its answer and objections to 
Gulf’s notice of withdrawal of certificate applications, claiming that its contract 
with Gulf is still in effect as to the delivery of natural gas from the Krotz Springs 
field as covered in docket No. G—10398 but not as to the other three fields. This 
position was concurred in by County of Wayne, Mich., by telegram dated No- 
vember 29, 1956. The answer filed by American Louisiana was replied to by Gulf 
on December 10, 1956, wherein Gulf opposed the objections of American Louisi- 
ana to withdrawal of the certificate application filed in docket No. G—10398. 

We are fully cognizant of the fact that it is not within our province to deter- 
mine the legal issues presented in the private controversy between American 
Louisiana and Gulf as to the continued vitality of the gas supply contract here 
involved. Postponement of action on Gulf’s notice of withdrawal of the certifi- 
cate application for the sale of natural gas from the Krotz Springs field, as we 
hereinafter order, does not reflect any intention on our part to pass upon the 
merits of the private controversy, or to alter the legal rights of either party to 
the controversy. On the contrary, it is our purpose not to do so. We recognize 
fully that we cannot require a natural gas company to seek or accept a certificate 
of public convenience and necessity. Nevertheless, Gulf has not shown that it 
would be prejudiced in any way if its application were to remain on file. 

As the United States Court of Appeals for the District of Columbia Circuit 
has stated: “through their private interest they represent a factor affecting the 
public interest, even though their private interest considered alone is not for 
Commission determination.” And, with respect to the “private controversy” : 
“The * * * court in determining what relief, if any should be accorded * * * 
might well be influenced by the Commission’s decision respecting” withdrawal 
of the application. Thus, “For example, in deciding whether it should exercise 
its equitable power to grant” the request “for specific performance and an in- 
junction the * * * court might be influenced by the fact that the Commission 
had approved” withdrawal. 

Conversely, the court’s decision as to the rights and obligations of the 
parties before it might influence the decision of the Commission affecting 
some or all of the same parties. This is not to say that either court or Com- 
mission may cross the jurisdictional lines separating them, but only that in 
exercising their respective jurisdictions each might be affected by action of 

the other in a matter having much of common concern. 


ses 
The public interest cannot be disassociated from those facts so as to pre- 
clude their consideration by the Commission at the behest of parties affected 
by them in a special manner. (Granik v. Federal Communications Com- 
mission, 234 F’. 2d 682, 684-685 (1956). 


The Commission finds: 












(1) The withdrawal of the certificate applications of Gulf Refining Co. in 
dockets Nos. G—10399, G-10442, and G—10443 is proper and said withdrawal in 
these dockets should be granted. 

(2) It is appropriate and in the public interest that no action be taken at 
this time on the notice of withdrawal by Gulf Refining Co. of its certificate ap- 
plication in docket No. G—10398 pertaining to the Krotz Springs field. 
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The Commission orders: 


(A) The notice of withdrawal filed by Gulf Refining Co. on November 16, 1956, 
insofar as it relates to docket Nos. G—10399, G—10442, and G—10443, is hereby 
permitted to become effective as of the date of issuance of this order. 

(B) Action on the notice of withdrawal filed by Gulf Refining Co. on Novem- 
ber 16, 1956, insofar as it relates to docket No. G-10398, is hereby postponed. 

Commissioners Dicpy and CoNNOLE concurring in part, dissenting in part. 


Diesy and Connore, Commissioners, concurring in part, dissenting in part. 

The Commission’s rules of practice and procedure, section 1.11 (d), provide the 
means by which applications for public convenience and necessity may be with- 
drawn and require that “express permission of the Commission” be obtained be- 
fore any application may be withdrawn in a proceeding in which hearing has 
been convened. No discretion, however, is extended to us under the act to deny 
permission when, as here, the sale for which application is made has not been 
begun and is not otherwise under the Commission’s protection. We cannot 
compel Gulf to proceed with this application, to continue its relations with 
American Louisiana, or in any other way to further the purposes for which 
the application was filed. 

The only conceivable basis on which permission might be denied herein is 
American Louisiana’s argument that Gulf has no legal right to cancel the 
contract pertaining to the Krotz Springs field in docket G-10398. But it would be 
impossible to find for American Louisiana on that basis and to deny permission 
to Gulf without making a conclusion of law on a matter of contract, the making 
of which has not been, and indeed constitutionally could not be, delegated to this 
Commission. Any such action, therefore, would be void and without force or 
effect whatsoever. 

Accordingly, Gulf has a right to obtain permission from this Commission to 
withdraw its application under the circumstances and we see no need to postpone 
saying so. Yet postponing action is tantamount to denying Gulf that very right, 
at least during the period in which action is withheld. Moreover, to deny it 
until the conclusion of some indefinite action in a court of law prejudices the 
outcome of any such action by casting doubt on the validity of Gulf’s claims. 

We have acted on Gulf’s three other requests for withdrawal here involved 
and the majority have given no reason for withholding action on the fourth, 
other than the existence of the dispute between American Louisiana and Gulf 
and seem to contend that their “private interests represent a factor affecting the 
public interest.” Granik v. Federal Communications Commission, 234 F. 2d 682, 
684 (1956). The reasoning of the Granik case has no application here, how- 
ever, since the court dealt there with a wholly different problem and was ex- 
pressing itself on the obligation of the Communications Commission in a different 
legal and factual context. The circuit court held in the Granik case that a third 
party had an interest which the Communications Commission was charged with 
protecting, an interest which did “represent a factor affecting the public inter- 
est,” and that the Commission erred in failing to schedule a hearing and to con- 
sider the rights of such third party. The significant distinction however is, that 
Commission was exercising its authority to determine whether the public inter- 
est, convenience and necessity would be served by the assignment of a radio 
license, an admittedly discretionary act whose outcome conceivably might well 
be affected by the participation of the aggrieved party. In the instant case, how- 
ever, not only could representations of American Louisiana have no effect on our 
decision, but indeed we have no power even to determine their validity. 

If in an appropriate forum of law it should be proved that the contract will not 
permit cancellation but in fact still binds the parties and governs their actions in 
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the premises, Gulf is bound by its specific undertaking therein to file for and 
prosecute a certificate of public convenience and necessity as much as it is bound 
by any other clause in the contract. Accordingly, there is no danger of Gulf’s 
not refiling and thereby depriving American Louisiana and its customers of this 
supply of gas. Of the other hand, American Louisiana has ample legal and 
equitable remedies open to it during the course of any litigation on the contract 
to protect its right to the gas supply in the event it should prevail in the 
litigation. 

Since no party will be injured by taking action now, and since we have no 
alternative once we decide to take action but to find for Gulf, and since no prin- 
ciple of public interest which we are charged with protecting will be furthered 
by additional delay, we dissent from the action of the majority in postponing 
action on the motion for withdrawal filed by Gulf in docket G—10398. 


SCRANTON-SPRING BROOK WATER SERVICE CO.—DOCKET NO. G—10251 
UPON APPLICATION UNDER SECTION 7 (A) OF THE NATURAL GAS ACT 
(Issued December 12, 1956*) 


Syllabus 


1. Commission states that the “public” includes the applicant, the coal and 
railroad interveners, and every other person in the area to be affected by 
applicant’s proposal, and the Commission decides that the overall benefits 
to be derived by the public as a whole from the availability of natural gas 
clearly outweigh any detriment that may result to the coal interveners or 
to any other affected group. P. 33. 

2. Commission directs Tennessee to establish and maintain physical connection 
of its transportation facilities with the facilities of applicant, and to sell 

natural gas to applicant through such connection. P. 38. 
Reuben Goldberg and Charles E. Thomas for Scranton-Spring Brook Water 

Service Co. 

William J. Grove and FZ. B. Blackmon for staff of the Federal Power 

Commission. 


Ivins, Presiding Examiner: These proceedings arose upon an application 
filed by Scranton-Spring Brook Water Service Co. on April 12, 1956, and supple- 
mented June 13, 1956, pursuant to section 7 (a) of the Natural Gas Act, seeking 
an order directing Tennessee Gas Transmission Co. to (1) connect its Hebron- 
Greenwich transmission line at a point near Uniondale, Susquehanna County, 
Pa., with facilities to be constructed by the applicant, and (2) to supply to the 
applicant at that point of connection with 11,111 Mcf per day of natural gas for 
use by the applicant in its Wilkes-Barre and Scranton Divisions in Wyoming, 
Lackawanna, and Luzerne Counties, Pa. 

On August 13, 1956, the Anthracite Institute, United Mine Workers of Amer- 
ica and Fuels Research, Inc., filed a joint petition to intervene in these proceed- 
ings, and on August 14, 1956, a joint petition to intervene was filed by eight rail- 
road carriers.* 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued January 11, 1957, infra, p. 38. 

2 These railroad carriers are : The Central RR. Co. of New Jersey, the Delaware & Hudson 
RR. Corp., the Delaware Lackawanna & Western RR. Co., Erie Railroad, Lehigh & New 
England RR. Co., Lehigh Valley RR. Co., the Pennsylvania RR. Co., Reading Co. 
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For the sake of convenience, Scranton-Spring Brook Water Service Co., the 
Natural Gas Act, Tennessee Gas Transmission Co., and the two groups of inter- 
veners, will sometimes hereinafter be referred to as the “Applicant,” the “Act,” 
“Tennessee,” the “coal interveners,” and the “railroad interveners,” respectively. 

By Commission order issued August 28, 1956, the coal and railroad inter- 
veners were permitted to intervene. 

On May 10, 1956, ‘Tennessee filed an answer and on June 20, 1956, a supplement 
thereto indicating its willingness and ability to provide applicant with the desired 
service. 

On August 17, 1956, the Commission issued a notice providing that the applica- 
tion would be heard on September 13, 1956, which was published in the Federal 
Register (21 Fed. Reg. 6360) and served on all parties and other interested 
persons. Pursuant thereto this proceeding came on for Public hearing and was 
heard by and before this presiding examiner on September 13, 14, 17, 18, and 19, 
1956. All parties were represented at the hearing, and were afforded full oppor- 
tunity to be heard, to examine and cross-examine witnesses, to argue issues orally 
on the record and to file briefs. Briefs have subsequently been filed by all parties 
to the proceeding. At the conclusion of the hearing applicant orally moved 
upon the record that the intermediate procedure be waived, but the Commission 
denied this motion in an order issued October 3, 1956. 


SUMMARY OF APPLICANT'S PROPOSAL 


Applicant is presently providing manufactured gas service in Wyoming, Lacka- 
wanna, and Luzerne Counties, Pa., through the facilitities of applicant’s Wilkes- 
Barre and Scranton divisions. Applicant here proposes to secure necessary 
supplies of natural gas from Tennessee and to distibute natural gas instead of 


manufactured gas through the facilities of its Wilkes-Barre and Scranton 
divisions. 


CONTROLLING REGULATORY STANDARD 


In a recent order issued on September 4, 1956, In the Matters of American- 
Louisiana Pipe Line Company, et al., Docket Nos. G—2306, et al., 16 F. P. C. 897, the 
Commission spelled out the criteria to be applied in the adjudication of an appli- 
cation under section 7 (a) of the act, such as is here under consideration. The 
Commission stated : 

This section provides that the Commission may, if it “finds such action 
necessary or desirable in the public interest,” direct a natural-gas company 
to establish physical connection and sell natural gas to “any person or 
municipality engaged or legally authorized to engage in the local distribution 
of natural or artificial gas to the public,” if the Commission finds that no 
undue burden will be placed upon such natural-gas company thereby, pro- 
vided that such action would not impair the ability of the natural-gas com- 
pany to render adequate service to its customers. The criteria to be applied 
under section 7 (a)’s prescription of “necessary or desirable in the public 
interest” include whether the pipeline company is the applicant’s most 
feasible source of supply ; whether there is a public need for and will be a 
public benefit from natural-gas service in the areas involved; whether the 


project can be adequately financed; and whether the project is economically 
feasible.* 


2 The Commission’s order issued May 18, 1956, In the Matter of Panhandle Eastern Pipe 
Line Co. et al., dockets Nos. G—-1705 et al., 15 F.P.C. 1421, is to the same effect. 
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THE PARTIES AND THEIR CONTENTIONS 


The applicant, Scranton-Spring Brook Water Service Co., is a Pennsylvania 
corporation, having its principal place of business in Wilkes-Barre, Pa., and is 
engaged in the business of supplying and distributing water in Susquehanna, 
Wayne, Lackawanna, and Luzerne Counties in Pennsylvania; natural gas which 
it purchases from the Manufacturers Light & Heating Co., in Columbia, 
Northumberland, Snyder, Montour, and Lycoming Counties in Pennsylvania ; and 
520 B. t. u. carbureted water manufactured gas in Lackawanna, Wyoming, and 
Luzerne Counties in Pennsylvania. The present application only involves the 
replacement of the manufactured gas service presently offered in the latter 
area. 

The applicant asserts that Tennessee, whose transmission lines run within ap- 
proximately 13 miles of the proposed service area, offers the most feasible source 
of gas supply for the area and that Tennessee has available and unallocated the 
quantity of gas desired and is now able and willing to sell and deliver the 
requisite gas supplies to the Applicant. Applicant further asserts that it is pres- 
ently authorized to furnish natural gas service to the area in question, that 
providing the gas supply for such service will not impair the ability of Tennessee 
to render adequate service to its customers and that the record evidence fully 
satisfies the requirements which the Commission has set forth in the American- 
Louisiana and Panhandle orders, and that applicant’s proposal is shown to be 
necessary, desirable, and in the public interest. 

The coal interveners, on the other hand, insist that Commission approval of 
applicant’s proposal is not shown to be in the public interest. They assert that 
the Scranton-Wilkes-Barre area is one of the last remaining strongholds of the 
anthracite industry and that approval of the application would result in bring- 
ing natural gas into “the heart of the anthracite producing region of the United 
States” and result in “serious displacement of anthracite.” They point out that 
anthracite mining has been the basic industry in the area involved for many 
years and still is today ; that the industry has suffered greatly from the encroach- 
ment of competing fuels, including fuel oil and natural gas, with the result that 
anthracite production has declined, unemployment has increased, and the econ- 
omic status of the area has been greatly weakened. They further insist that 
natural gas is not needed in the area sought to be served. They claim that there 
is “an abundant supply of anthracite coal available and that anthracite is pres- 
ently supplying a predominant portion of the entire fuel demands of the area.” 
They say that natural gas should not be “imported” into this area where distress 
is most acute from fields as remote as Texas, Louisiana, and possibly even from 
Canada. They also contend that the introduction of natural gas in the area 
involves a danger in transmitting and distributing natural gas because of earth 
subsidences due to past mining operations. 

The railroad interveners did not present evidence, and their counsel only ap- 
peared at the initial session of the hearing. These interveners argue, however, 
on the basis of the evidence presented by the coal interveners, that since a loss 
of coal production and consumption would result from the introduction of natural 
gas, this in turn would reduce the need for railroad facilities to handle the coal. 
They say further that “the public, with the exhaustion of natural gas, will then 
be called upon to restore, rebuild, and pay for facilities which can yet be pre- 
served by timely and prompt action on the part of the Federal Power Commis- 
sion.” The railroad interveners assert that it is “wholly unreasonable and 
contrary to the real public interest to require railroads to maintain land, tracts, 
facilities, equipment, and trained manpower to handle coal during an interim 
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designed to profit the public utilities and consumers with no revenue to the 
railroads until after natural gas has been exhausted.” 

Commission staff counsel, however, supports the applicant. Their brief asserts 
that the interveners failed to show with any degree of accuracy that the intro- 
duction of natural gas in the subject area would add any substantial impetus 
to the present rate of decline of the anthracite industry. They conclude with 
the observation that the record establishes “that the introduction of natural 
gas to the Scranton-Wilkes-Barre area would be in the public interest and should 
be ordered, although natural gas may displace certain amounts of coal, as well 
as other fuels utilized in the area.” They state that the overall benefits to be 
derived by the public as a whole through the availability of natural gas out- 
weigh any detrimental effects that may result to any particular group. 


ULTIMATE QUESTIONS PRESENTED 


Whether the record evidence supports a finding that approval of applicant’s 
proposal is “necessary or desirable in the public interest.” This in turn depends 
upon whether the applicant has satisfied the requirements of the criteria found 
in the American-Louisiana order quoted above. If so, section 7 (a) of the act 
requires approval of applicant’s proposal. If not, the application must be denied. 


DISCUSSION OF THE EVIDENCE 


The applicant, Scranton-Spring Brook Water Service Co., is a Pennsylvania 
public utility corporation, whose rates and operations are subject to the juris- 
diction and control of the Pennsylvania Public Utility Commission. It now 
provides natural gas services in its Williamsport, Sunbury, and Bloomsburg- 
Danville divisions with gas purchased from the Manufacturers Light & Heat Co. 

Applicant’s Kingston and Wilkes-Barre divisions service contiguous com- 
munities, though the Susquehanna River is a dividing line between portions of 
them. Applicant acquired the Kingston property from the United Gas Improve- 
ment Co. on April 30, 1956, and has an allocation of 1,305 Mcf per day of natural 
gas from Tennessee for service in its Kingston division.* Natural gas service 
has not as yet been made available and, pending its introduction, applicant is 
supplying manufactured gas from its Wilkes-Barre plant to this division. 

As shown above, applicant is presently supplying manufactured gas service to 
its Wilkes-Barre and Scranton divisions, and is legally authorized to engage in 
the distribution of natural gas in the area serviced by these divisions.‘ 

The record establishes that Tennessee Gas Transmission Co. has available for 
the applicant out of unallocated capacity heretofore authorized by the Commis- 
sion in docket No. G—8805, the desired quantities of gas and is willing to make 
the connection with the facilities to be constructed by applicant, and to provide 
the 11,111 Mcf per day of natural gas which applicant requires.’ Tennessee can 


*The allocation was originally made to United Gas Improvement Co. in docket No. 
G-—2310 et al. After the applicant acquired the properties, the Commission, on June 25, 
1956, on joint application from the United Gas Improvement Co. and applicant, substi- 
tuted applicant as the authorized recipient of the gas so previously allocated. Applicant 
proposes to transmit the authorized volume of 1,305 Mecf per day of natural gas through 
the proposed lateral for distribution and sale in its Kingston division, adjacent to and 
interconnected with its Wilkes-Barre divsion. 

* Applicant applied to the Pennsylvania Public Service Commission for specific authori- 
zation, but the application was returned with a letter from that Commission stating that 
such authorization was not required for the area because of the prior authorization issued 
applicant to distribute manufactured gas in the area. (Tr. 146) 

5 The Commission’s order issued September 23, 1955, In the Matters of Alabama-Tennes- 
sce Natural Gas Company et al., docket Nos. G—25384, et al., authorized facilities in Ten- 
nessee’s pipeline system, and provided 30,649 Mcf of unallocated design day capacity, of 
which 1,482 remains unallocated, assigned, or otherwise committed. The proposed alloca- 


tion to the applicant would be taken from this. The examiner takes official notice of such 
order. 
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do so without impairing its ability to render adequate service to its existing 
customers. Speaking through its Senior Vice President Mr. Burrows, Tennessee 
expresses its willingness if authorized by the Commission to enter into a service 
agreement whereby it would provide such service under its G-4 rate schedule.* 
This schedule provides for a developmental rate, and is designed especially to 
meet the requirements of new natural gas distributing projects. 

Tennessee’s Hebron-Greenwich line crosses Susquehanna County, Pa., at a point 
near Uniondale where applicant expects to connect its proposed lateral line. 
This point of proposed connection is only 13.45 miles from the existing facilities 
of applicant’s Scranton division. Consequently, Tennessee is the closest and 
most economically feasible source of natural gas supply. 

As already indicated, applicant’s Scranton and Wilkes-Barre divisions pres- 
ently serve an area in Wyoming, Lackawanna, and Luzerne Counties which, 
according to the 1950 United States Census, has a population of 310,000. 

The Scranton division includes Factoryville in Wyoming County, and Scranton, 
LaPlume Township, Dalton, Glenburn Township, Clarks Green, Clarks Summit, 
Carbondale, Jermyn, Dickson City, Dunmore, Archbald, Blakely, Mayfield, Moosic, 
Taylor, Carbondale Township, Fell Township, and South Abington Township in 
Lackawanna County. The Wilkes-Barre division includes Wilkes-Barre, Han- 
over Township, and Ashley in Luzerne County. 

Applicant’s existing facilities in the Scranton division consist of six coal-fired 
carbureted water gas machines, including two small machines at Carbondale, with 
a total output capacity of 13,900 Mcf of 520 B. t. u. gas per day. One large 
machine, with a 6,000-Mcf-per-day capacity, was installed in 1950. It is in 
good condition. The other five sets were installed between 1903 and 1919 and 
are either worn out or in poor condition. Apparently due to deficiencies in the 
auxiliary purifying and piping equipment, the rated firm production of the 
plant is 6,000 Mcf per day. During a majority of the time, only the 6,000-Mcf 
set is in operation. During periods of overhauling and maintenance it is 
alternated with the smaller sets. When possible this is done during offpeak 
periods. The gas is pumped directly into storage holders and is sent out into the 
distribution system from that point. The Scranton division storage holders have 
a total capacity of 2,125 Mcf. Ordinarily the large set is operated for a period 
sufficiently long to produce and store the daily requirements of the system. 
There is no assurance that the anticipated peak load for 1956 and future years 
can be met with the present equipment. The estimated cost of purchasing and 
installing additional equipment to meet the anticipated requirements of the 
Scranton division would be approximately $1,505,000, and additions would also 
be required on the distribution mains. It would take about 2 years to secure 
the additional gas machine and the production capacity for the Scranton Divi- 
sion would only increase from 6 million cubic feet per day to 9,600,000 cubic feet 
when the new machine had been placed in operation. It is shown by uncon- 
tradicted evidence that the net earnings of the Scranton division are not sufficient 
to pay a return on a million and a half dollars, let alone a return on the money 
that has already been invested. This sizable expenditure for additional equip- 
ment would, of course, not be necessary if natural gas becomes available. 


* This is officially designated as Tennessee Gas Transmission Co.’s Rate Schedule G—4, 
General Service, Northern Zone, begin Sheets Nos. 44, 45, 46, 47, and 48, in Tennessee 
Gas Transmission Co’s FPC Gas Tariff, 6th Revised Volume No. 1, of which the examiner 
likewise takes official notice. 

The examiner upon applicant’s request announced on the record that he would take 
official notice of the order issued June 25, 1956, In the Matter of Tennessee Gas Transa- 
mission Company, Docket No. G—2331, amending an order previously issued on December 
28, 1954, in said docket. 
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The firm production capacity of applicant’s Wilkes-Barre plant is 2,000,000 
cubic feet per day from two 2,000-Mcf gas sets which are in good condition and 
storage holders totaling 1,500-Mcf capacity. This is “just barely adequate for 
the present load.” It appears to be insufficient to satisfy future maximum daily 
sendouts based on the average increase of the maximum daily sendout for 1952, 
1953, and 1954. The condensing and scrubbing equipment and main capacity are 
not large enough to transport the quantities of gas required from the storage 
holders with the pressure available during peak load periods. The maximum 
daily 1955 sendout of the Wilkes-Barre divisions was 1,816 Mcf, but the future 
requirements are expected to exceed the 2,000 Mcf. While mechanical boosting 
has been used to compensate for this deficiency, the pressure thus required at 
the distribution extremities is so high that further increases would be hazardous. 
The record discloses that expenditures in excess of $1,800,000 would be required 
to correct the deficiencies of the gas plant and rehabilitate portions of the distri- 
bution system and that such expenditure would not be justified or economically 
feasible. 

Applicant’s witnesses testified as to both the Scranton and Wilkes-Barre divi- 
sions that its operations utilizing coal as a primary fuel has proven unsatis- 
factory. Unless natural gas is made available, applicant proposes to convert to 
oil, coke, or some other fuel. 

Expenditures totaling approximately $3,300,000 would be necessary to re- 
habilitate the manufactured gas operations of the Scranton and Wilkes-Barre 
divisions, whereas applicant’s estimated expense covering installation of neces- 
sary facilities to introduce natural gas service would be only $1,600,000. 

Applicant proposes with the introduction of natural gas to revise its existing 
rate structure and establish natural gas rates for the Scranton and Wilkes-Barre 
divisions comparable with the natural gas rates in applicant’s Williamsport- 
Danville-Bloomsburg divisions. Applicant contemplates reductions in the Scran- 
ton division rates of 10 percent in the residental classification, 15 percent in 
commercial, and 20 percent in industrial. In the Wilkes-Barre division the rate 
reductions which applicant considers possible amount to 15 percent for resi- 
dential, 20 percent for commercial, and 20 percent for industrial. It appears 
that the introduction of natural gas will not only provide rate reductions but will 
avoid rate increases which are deemed inevitable under continued manufactured 
gas operations. 

According to the United States Department of Labor the Scranton and Wilkes- 
Barre divisions encompass one of the most economically distressed areas in the 
country due to widespread unemployment in the area. 

Some industries have refused to locate in this area because of the inadequate 
supply of manufactured gas and the high rates which they are required to pay 
for such service. Some new industry has located in Scranton despite the ab- 
sence of natural gas, but other prospective industries have been lost to the area 
because natural gas was a prime requisite and was not available. Many of the 
industries which have located in the area are using fuel oil, manufactured gas, 
and propane. It would appear that the introduction of natural gas in the area 
would tend to attract additional industries, provide additional employment, and 
help to ameliorate the general distressed condition of the area. 

Natural gas has been authorized for Pittston, which lies between Scranton and 
Wilkes-Barre, and for applicant’s Kingston division, which includes the city of 
Nanticoke; the Boroughs of Edwardsville, Forty Fort, Kingston, Larksville, 
Luzerne, Plymouth, Pringle, Stoyersville, West Wyoming, and Wyoming; and 
the townships of Hanover, Jackson, Newport, Kingston, and Plymouth. These 
communities, with the exception of Jackson Township, are entirely in the 
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anthracite-producing region or adjacent thereto. Consequently a denial of the 
present application would place the Scranton and Wilkes-Barre divisions at a dis- 
advantage in attracting new residents and industries and would deny the resi- 
dents and industries of the area the free choice of fuels which their neigh- 
bers now or will shortly enjoy. Natural gas is now also available in Reading, 
the boroughs of Hamburg and Lebanon and in Pottsville and Mt. Carmel, all of 
which are located in or contiguous to the anthracite producing region. 

Applicant’s estimates of actual requirements for the first 5 years of natural 
gas service in Mcf’s are as follows: 


Annual requirements (Mcf) 


(1) (2) (3) (4) (5) 
Scranton division_____- 1,296,442 1,731,141 1,787,821 1,844,653 1,901,636 
Wilkes-Barre division _ _ 348,770 443,972 476,212 508,604 541,148 
TOU 6a da 1,645,212 2,175,113 2,264,033 2,353,257 2,442,784 
Peak-day requirements (Mcf) 
Scranton division.............-- 5,531 7,459 7,872 8,286 8,700 
Wilkes-Barre division. .......__- 1,360 1,811 2,011 2,211 2,411 
OURS bncicecainauidaterss 6,891 9,270 9,883 10,497 11,111 


Based on applicant’s experience, both in the areas where manufactured and 
natural gas are distributed, the total number of customers in the Scranton and 
Wilkes-Barre Divisions for the first 5 years are shown to be as follows: first 
year, 50,690; second year, 51,118; third year, 51,546; fourth year, 51,974; and 
fifth year, 52,402. 

These estimates indicate that in the Scranton Division 10 industrial base-load 
customers would be added in the first year of natural gas operations and 3 each 
year thereafter, or 22 in 5 years. This would result in 166 industrial base-load 
customers in the fifth year, which is only 6 more than were attached to appli- 
cant’s system under manufactured gas operations in 1954. In the Wilkes-Barre 
division the estimate shows an increase of 4 industrial base-load customers dur- 
ing the first year of natural gas operations and 1 each for the next 4 years. This 
would mean that only 8 more customers would be attached to the system than 
were attached in 1955 when manufactured gas was used. With reference to in- 
dustrial heating customers, the estimates showed an addition of only 5 for each 
division over the 5-year period, or one each year. The estimated annual and 
peak-day volumes and estimates of numbers of customers appear to be modest 
and reasonable. The construction which applicant considers necessary and 
which it proposed to make to enable it to secure its natural gas supply from 
Tennessee include the construction and operation of 134%4o9 miles of 12%-inch 
pipeline which will connect its Scranton division to Tennessee’s Hebron-Green- 
wich line at a point near Uniondale, Susquehanna County, Pa.; and also install 
and operate 24 miles of 12%-inch pipeline which will connect applicant’s Scranton 
and Wilkes-Barre divisions. 

Applicant likewise proposes to construct and operate 7 regulating and 2 meter- 
ing stations. As hereinbefore stated, the estimated cost of these facilities is 
$1,603,000. Necessary pipe has been purchased and stocked and the rights-of-way 
has been secured. The estimated time of construction is 3 months. The existing 
6,000-B. t. u. machine at the Scranton plant and the two 2,000- B. t. u. machines 
at Wilkes-Barre are to be maintained for peak shaving purposes after conversion 
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to high B. t. u. oil gas and limited standby purposes in case of interruption to the 
natural gas supply. The remainder of production facilities are in poor condition 
and will be retired. The estimated cost of conversion of these plants is about 
$25,000. Since no precise determination has been made of the use of the existing 
plants for peak shaving, their possible production cannot now be shown. How- 
ever, the Tennessee G-4 rate schedule will permit applicant to purchase its gas 
under a developmental rate for the first 3 years of its operation. This will afford 
applicant an opportunity to learn more about what the peak might actually be 
and afford more intelligent consideration of the problem. 

The material cost estimates are based principally upon prices paid by the 
applicant for similar items during the past year, and the installation cost esti- 
mates are based on contractor unit prices in recent actual unit price contracts 
which the applicant has entered into for construction of similar facilities, 
These estimates stand uncontradicted, and appear to be fair and reasonable. 

Conversion from manufactured to natural gas will require converting present 
customers’ appliances from manufactured to natural gas. Applicant’s uncon- 
tradicted estimate as to this item shows a total cost of $757,536, or an average of 
$15 per customer for 50,491 customers. This estimate is based upon applicant’s 
experience early in 1955 in converting customers’ appliances in the area where it 
presently serves natural gas, and also upon a preliminary estimate of the con- 
tractor for the job on conversion in the Wilkes-Barre and Scranton divisions. 
As stated, these estimates stand uncontradicted and in the circumstances appear 
to be reasonable and adequate. 

Consideration will now be given to applicant’s proposed method of financing 
the project. Applicant’s present authorized capital stock is $30 million in aggre- 
gate and stated values divided into 100,000 shares of issued and outstanding 
4.10 percent cumulative preferred stock, par value of $100 per share, and 2 mil- 
lion shares of common stock, stated value of $10 per share, of which 1 million 
shares are issued and outstanding. The authorized indebtedness of applicant is 
$50 million, of which $27,273,000 is issued and outstanding. Of this latter 
amount, $23,351,000 represents first mortgage bonds, 2% percent, series due 
March 15, 1976, and $3,922,000 represents first mortgage bonds, 34% percent, 
series due March 15, 1982. 

Applicant will initially finance the cost of plant facilities and conversion of 
customers’ appliances by long-term bank loans, For this purpose an agreement 
dated February 1, 1956, has been entered into with the Hanover Bank of New 
York pursuant to which applicant is entitled to borrow up to $9 million until 
January 30, 1961, evidenced by promissory notes. Under this agreement appli- 
cant has an initial loan outstanding of $4,825,000, with the balance of $9 million 
for its natural-gas program. Applicant proposes in 1960 to permanently finance 
the bank loans and to repay them by the issuance of approximately $3,500,000, 
principal amount of the first mortgage bonds and common stock and debentures, 
or a combination of both. The estimated cash-flow statement indicates a favor- 
able condition for construction and operation of the project. The proposed 
financing appears to be sound and acceptable. 


ECONOMICS OF THE PROPOSAL 


The present operating conditions in the Scranton and Wilkes-Barre divisions 
have resulted in a decline in the number of customers, and a failure to generate an 
adequate financial return. Comparing operations in 1955 with presumed opera- 
tions, had natural gas been available, shows a substantial increased return, 
even at the currently effective rates. The evidence shows that under natural-gas 
operations the combined return of both divisions would increase from 3.09 
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percent in 1955 to 7.1 percent in the third year. This can be understood when it 
is remembered that the present cost of producing 520 B. t. u. manufactured gas 
is 63.2 cents per Mcf in the Scranton plant, and 69 cents per Mcf in the Wilkes- 
Barre plant, whereas Tennessee’s applicable rate schedule G-4 provides a rate 
of 36.2 cents per Mcf for 1,030 B. t. u. natural gas on a 70 percent load factor. 

As hereinabove indicated, on attaining natural gas applicant plans an im- 
mediate reduction in rates for all categories of service. While the exact amounts 
of these anticipated reductions have not yet been determined, applicant’s exhibits 
and related testimony indicate that such reductions would be feasible. 

It appears that the approval of applicant’s proposal to bring natural gas into 
the Scranton and Wilkes-Barre areas would be economically beneficial to the 
applicant and to consumers in the service areas. 


THE INTERVENERS AND THE PUBLIC INTEREST 


The familiar phrase “public convenience and necessity” must, under uniform 
decisions of this Commission and the courts, be determined on the basis of the 
facts and circumstances presented by the record in each individual case. The 
“public” whose convenience and necessity are the subject of inquiry is construed 
to be the public which exists in the area to be affected by the proposal under 
consideration. While the term does not mean all the people, nor very many people 
of a place, but so many of them as contradistinguishes them from a few,’ the 
“public interest” is defined as: 


Something in which the public, the community at large has some pecuniary 
interest, or some interest by which legal rights or liabilities are affected. It 
does not mean anything so narrow as mere curiosity, or as the interests 
of particular localities may be affected by the matters in question. State v. 
Crockett, 86 Okla. 124, 206 P. 816. 

In the instant proceeding, the “public” includes the applicant, the coal and 
railroad interveners, and every other person in the area to be affected by 
applicant’s proposal. 

The coal and railroad interveners alone oppose the application. The nature 
and effect of their contentions, of the record evidence to support such conten- 
tions, and the impact upon the public interest of their contentions and proof will 
now be discussed. 

The coal interveners assert that approval of applicant’s proposal would result 
in the introduction of natural gas into the “heart of the anthracite region”; that 
there are adequate supplies of anthracite coal available to satisfy the fuel re- 
quirements of the area; and that approval of the application would result in 
serious displacement of anthracite production and sales. Over objection the 
coal interveners were permitted to introduce witnesses and exhibits purporting 
to show tht anthracite production is the basic industry in the Wilkes-Barre 
area because it utilized some 11,000 employees with a total payroll of $44,000,000. 
However, according to a “Labor Market Letter” for the Wilkes-Barre-Hazleton 
area published by the Pennsylvania Bureau of Employment Security on September 
19, 1956, there were 15,950 employees in August 1956, in the apparel industry 
alone, at a total annual payroll of more than $39 million and an additional 4,150 
employees in the textile industry, with an annual payroll of over $12 million. 
It is not clear, therefore, from the record that the anthracite industry is the 
largest or basic industry in either Scranton or Lackawanna County. 

These interveners also presented testimony and exhibits purporting to show 
anthracite production and its value in the Wyoming region, defined by witnesses 


7 Black’s Law Dictionary (third ed.), 1459. 


34 FEDERAL POWER COMMISSION 


as consisting of an area about 55 miles in length and some 3% miles in width 
and including Forest City, Carbondale, Scranton, Pittston, Wilkes-Barre, King- 
ston, and Nanticoke. They also offered evidence purporting to show men em- 
ployed and-days worked, disposition of anthracite production, and anthracite 
reserves. These exhibits were received, and testimony allowed over objection of 
the applicant. 

While this evidence does show a decline in anthracite production and employ- 
ment, it does not show what portion of this reduction is properly attributable 
to the use of domestic oils, bituminous coal, coke, wood, or electricity, price in- 
creases in the anthracite industry, or to mechanization of the anthracite mines, 
or importation of foreign coal. This evidence is of a general nonspecific char- 
acter. Little probative value can be assigned to it in the ascertainment of 
whether the public convenience and necessity will be served by approval of 
applicant’s proposal. Furthermore, this evidence cannot be utilized to establish 
the effect which the introduction of natural gas will have upon the anthracite 
industry. In referring to similar evidence presented by the coal and railroad 
interveners in Charleston & Western Carolina Railway Oo. v. F. P. C., 234 F. 
(2d) 62, the United States Court of Appeals for the District of Columbia Circuit 
said (at p. 63): 


However, these statistics were not translated by the evidence into figures 
showing net decrease of revenues to mine owner petitioners, nor was the 
specific effect of the displacement on sales or mine employment shown. 


This analysis of the evidence presented by the interveners in that case is in all 
respects applicable to the evidence just discussed. 

The evidence which the coal interveners offered to show the impact of natural 
gas upon the present anthracite coal tonnages used by the applicant to produce 
its manufactured gas is little more meaningful, though it is obvious that some 
loss in sales of coal is bound to result from the introduction of natural gas. In 
this connection it is of at least passing interest to note that according to the 
applicant’s witnesses the coal which applicant has been able to secure has not 
proved to be of a satisfactory quality, and furthermore, that unless natural gas 
is made available applicant expects to convert from anthracite coal to oil or 
some other fuel. 

Counsel for the coal interveners concede that their opposition to the granting 
of the present application is based upon the same grounds which these inter- 
veners urged in opposition to the application for gas by the Pittston Gas Co., 
In the Matter of Iroquois Gas Corporation, et al., Docket Nos. G—2310 et al. 
In disposing of these contentions in opinion No. 279, the Commission said: 


Tennessee has expressed its willingness to render the requested service 
to both Luzerne and Pittston, if authorized by the Commission. We find 
that both projects are feasible and in the public interest. In so holding 
we are not unmindful of the fact, stressed by the coal interveners, that this 
area is in the anthracite-producing region of Pennsylvania which is in seri- 
ous economic straits due to the decline in the anthracite industry. We be- 
lieve, however, after consideration of all the circumstances, including the 
incentive which the availability of natural gas may provide to attract new 
industry to this distressed area, that the certification of natural gas service 
will be in the public interest. 


What was said there is applicable and dispositive of the coal interveners con- 
tentions in this proceeding. 

Assuming, arguendo, that approval of this application will have an adverse 
effect upon production and employment by the anthracite industry in the area, 
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it could not be seriously maintained that this would indicate that economic 
detriment to the coal interveners constitutes detriment to the public interest, or 
even shows where the public interest lies. This is true because as we have seen 
the “public” whose convenience and necessity are the subject of this inquiry 
are not simply the persons on whose behalf the coal interveners speak. It 
includes also the applicant as well as every other person in the area to be 
affected by the outcome of this proceeding. The language employed by the 
United States Court of Appeals for the District of Columbia Circuit in National 
Coal Association v. F. P. O., 191 F. (2d) 462 (1951), at page 467, and quoted 
below, is precisely in point: 


Coming now to the merits, petitioners say that before the Commission can 
grant a certificate of necessity, it must consider as separate and independent 
elements (1) the effect of issuance of the certificate upon competing fuels 
and transportation and related labor interests, and (2) the relation of the 
project to conservation of natural gas. Although considerations such as 
those suggested by petitioners may well be part of the complex out of which 
the Commission’s judgment as to “public convenience and necessity” arises, 
they are nowhere made standards governing the issuance or denial of 
certificates. 


As stated above, these interveners base one phase of their opposition on the 
contention that approval of the project would mean bringing natural gas in the 
“heart of the anthracite-producing area.” They urge that the application should 
be denied for this reason. They do not, however, cite any language of the 
Natural Gas Act, or for that matter any other precedent or authority in support 
of this insistence, nor has extensive research on the part of the examiner un- 
earthed any such authority. 

It has been said that the strength of this Nation is based upon freedom of 
choice and freedom of competition. The President’s Advisory Committee on 
Energy Supplies and Resources Policy, in its report dated February 26, 1955, 
followed this concept where it said: 

The basic principle regarding the regulation of natural gas and the use 
of alternative energy sources should be as far as possible that of a free 
choice by the consumer and free and fair competition among suppliers. This, 
it is confidently thought, will provide most effectively for the assurance and 
flexibility of energy supply, both for economic growth and strong security 
readiness. 

The Natural Gas Act does not confer authority upon the Commission to pro- 
mulgate a national fuels policy, or to assign “zones of influence or operation” 
to natural gas or to any other fuels. The Commission’s jurisdictional orbit is 
delineated by the requirements of the public convenience and necessity. The 
matter of whether some other fuel may be native to or readily available in a 
given area where it is proposed to introduce natural gas brought from distant 
points of production is of no determinative force or effect in the ascertainment of 
where the public convenience and necessity lies. 

One of the more familiar rules of statutory construction is that “neither ad- 
ministrative officers or the courts may supply omissions or enlarge the scope 
of a statute.” ® 

As the examiner construes this record, the applicant has fully made out its 
case under the standard set forth in the Amecrican-Louisiana order heretofore 


quoted. Since the requirements of section 7 (a) of the act have thus been met 


8 Busey v. Deshler Hotel Co., 130 F. (2d) 187 (C.A. 6, 1942). See also, Iselim v. U. 8. 
270 U. S. 245, 250, 251 (1926), and Schillinger v. U. 8., 155 U. S. 163 (1894). 
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and satisfied, rejection of the application would amount to a disregard of the 
plain language of the statute, or at least an enlargement of its scope, and either 
is beyond the scope of the Commission’s jurisdictional authority. 

Finally, the coal interveners say that a serious question is raised as to the 
dangers involved in transmitting and distributing natural gas in the Scranton- 
Wilkes-Barre area because of earth subsidences due to past coal-mining opera- 
tions. They contend that the “likelihood of pipeline breaks, and explosions” 
resulting from these subsidences is probably greater in this area than in any 
other area in the United States. A vice president of United Mine Workers testi- 
fied that at the time of the hearing a committee of the Pennsylvania General As- 
sembly was engaged in investigating subsidences of mine cave-ins in 
Pennsylvania. 

It will be remembered that applicant has been engaged in distributing manu- 
factured gas in the identical area and through the identical distributing facili- 
ties through which it now proposes to distribute natural gas. Presumably, appli- 
cant is, or should be, reasonably conversant and familiar with the problems 
incident to the distribution of natural gas in the Pennsylvania coal-mining areas, 
since applicant has rendered natural gas service in its Williamsport, Sunbury, 
and Bloomsburg-Danville divisions since February 1955. The record does not 
disclose that the applicant has encountered any serious problems as to sub- 
sidences, or differently stated that earth subsidences have constituted a safety 
hazard in applicant’s distribution of manufactured gas in the area under con- 
sideration, or for that matter in applicant’s natural gas service area. On the 
other hand, the evidence shows that the applicant does not anticipate that diffi- 
culties will be presented by possible earth subsidences if and when applicant 
commences to distribute natural gas in the Scranton-Wilkes-Barre area. The 
examiner has considered and weighed all the record evidence relating to this 
contention of the coal interveners and finds that it preponderates against the 
interveners and in favor of the applicant. This contention of the coal interveners 
must likewise be rejected. 

The basic fallacy of these arguments by the coal interveners becomes readily 
apparent when we consider that the public interest—not any private interest—is 
the controlling consideration under the Natural Gas Act. For this reason the 
Commission could not appropriately reject an application such as the present 
one where the record evidence abundantly shows that the proposal is supported 
by the public interest, simply because the coal interests may suffer some 
detriment. 

Under the tripartite American system the powers of government are divided 
between the legislative, the judicial, and the executive branches. Congress makes 
the laws, the courts interpret them, and the executive branch administers them. 
Congress in its wisdom has not seen fit to confer the authority upon the Federal 
Power Commission to do what the coal interveners urge the Commission to do 
in this proceeding. Clearly the coal interveners must prosecute their claims in 
another form, since such relief as they may receive must be obtained from the 
Congress, and not the Federal Power Commission. 

This brings us to the railroad interveners. Their counsel in his opening state- 
ment indicated that his clients would not introduce evidence, but would rely 
upon the evidence presented by the coal interveners. Counsel then absented 
himself from further attendance during the remainder of the hearings. The 
evidence introduced by the coal interveners does not include anything which has 
any material bearing upon the asserted interest of the railroad interveners. As 
a matter of fact, the record discloses that the coal which the applicant is presently 
using in producing manufactured gas is brought to applicant’s plants by trucks, 
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and not by rail carriers. It is, accordingly, difficult to imagine what, if any, 
useful purpose the railroad interveners sought to accomplish by filing a petition 
to intervene on the asserted basis of protecting their rights in the proceeding, 
and confining their intervention to an appearance by the counsel at the opening 
session of the hearing, and an opening statement. Clearly, the railroad inter- 
veners have wholly failed to make out a case which entitled their contentions 
to receive further consideration. The applicant in its brief characterizes the 
course of action followed by these interveners as “frivolous if, indeed, not 
capricious.” The examiner does not deem such characterization wholly in- 
appropriate. 
CONCLUSION 


Although natural gas may displace certain amounts of coal, as well as other 
fuels used in the area, the overall benefits to be derived by the public as a whole 
from the availability of natural gas clearly outweigh any detriment that may 
result to the coal interveners or to any other affected group. It is, accordingly, 
established by the record in this proceeding that the introduction of natural 
gas to the Scranton-Wilkes-Barre area would be in the public interest, and should, 
therefore, be ordered. 

FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of counsel, as 
well as upon the preceding portion of this decision, it is found and concluded 
that— 

(1) Tennessee Gas Transmission Co. is a natural-gas company within the 
meaning of the Natural Gas Act as heretofore determined by this Commission. 

(2) Scranton-Spring Brook Water Service Co. is a Pennsylvania corporation 
with its principal place of business in Wilkes-Barre, Pa., filed an application on 
April 12, 1956, as supplemented on June 13, 1956, pursuant to section 7 (a) of 
the Natural Gas Act, seeking an order directing Tennessee Gas Transmission 
Co. to (1) connect its Hebron-Greenwich transmission line at a point near 
Uniondale, Susquehanna County, Pa., with facilities to be constructed by the 
applicant, and (2) to supply applicant at that point of connection with 11,111 
Mcf of natural gas per day for use by the applicant in its Wilkes-Barre and 
Scranton divisions in Wyoming, Lackawanna, and Luzerne Counties, Pa. 

(3) It is necessary and desirable in the public interest that the Commission 
by order direct Tennessee Gas Transmission Co. to establish physical connection 
of its transportation facilities with those to be constructed by Scranton-Spring 
Brook Water Service Co., and to direct the delivery and sale of natural gas by 
Tennessee Gas Transmission Co. to such applicant upon the terms and conditions 
set forth in Tennessee Gas Transmission Co.’s G-4 rate schedule. 

(4) Tennessee Gas Transmission Co. shall sell and deliver to Scranton-Spring 
Brook Water Service Co. its requirements of natural gas not to exceed its 
estimated fifth-year peak-day requirements of 11,111 Mcf, or estimated fifth- 
year annual requirements of 2,442,784 Mcf. 

(5) The applicant is legally authorized to engage in the local distribution of 
natural or artificial gas to its public. 

(6) The requirements that Tennessee Gas Transmission Co. serve the appli- 
cant, as set forth above, will not place any undue burden upon Tennessee, or 
impair its ability to render adequate service to existing customers. 

(7) The sales of gas by Tennessee Gas Transmission Co. to Scranton-Spring 
Brook Water Service Co., as hereinbefore set forth, are sales in interstate com- 
merce for resale and such sales and facilities necessary therefor are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 
506455—59 5 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: (A) 
Tennessee Gas Transmission Co. is hereby directed to establish and maintain 
physical connection of its transportation facilities with the facilities of Scranton- 
Spring Brook Water Service Co., and to sell to such applicant through such con- 
nection its natural-gas requirements as hereinbefore set forth in volumes not 
to exceed the amounts stated in finding (4) above, under the provisions of Ten- 
nessee’s rate schedule G4. 

(i) Tennessee shall report to the Commission in writing and under oath the 
date of commencement of operations and service to applicant enumerated in pre- 
ceding paragraph (A). 

(ii) The applicant shall, within 90 days of the issuance of this order, file with 
the Commission a written statement whether or not it will proceed with its 
project and receive delivery of the volume of gas involved in rendering the service 
proposed ; and facilities necessary for such service shall be in operation within 
6 months from the date of issuance of this order. 


RicHarp N, Ivins, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L, Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


ORDER MODIFYING AND AFFIRMING INITIAL DECISION OF PRESIDING EXAMINER 
(Issued January 11, 1957) 


On December 12, 1956, the presiding examiner issued his initial decision in the 
above-entitled matter granting the application of Scranton-Spring Brook Water 
Service Co., under section 7 (a) of the Natural Gas Act for natural-gas service 
from Tennessee Gas Transmission Co. Thereafter, fuel and railroad interests* 
filed exceptions to the aforesaid decision of the presiding examiner on December 
28, 1956, and January 2, 1957, respectively. 

Upon consideration of the evidence of record, the parties’ briefs, the presiding 
examiner’s decision, and the exceptions thereto, we find that in applying the 
standards of section 7 (a) of the act to the facts of this case, the presiding 
examiner in all material particulars reached a correct result which we affirm. In 
respect of two minor matters, however, we deem it appropriate that the presiding 
examiner’s decision should be modified as hereinafter ordered. 


The Commission further finds: 


Such exceptions, contentions, and objections as are advanced by any party to 
this proceeding and are not specifically disposed of herein have been considered 
but are either immaterial to the correct decision of this case or are without sub- 


stantial support in the record or reasonable basis in law, and accordingly should 
be denied. 


The Commission orders: 


(A) The first two sentences of the fourth paragraph on page 36 of the presiding 
examiner’s decision are deleted from the aforesaid decision. 


*The fuel interests consist of the Anthracite Institute, United Mine Workers of America, 
and Fuels Research Council, Inc. The railroad interests, denominated “Rail Protestants” 
in the exceptions, are presumably the eight carriers which intervened in the proceedings, 
namely, The Central RR. Co. of New Jersey, the Delaware & Hudson RR. Corp., the Dela- 
ware, Lackawanna & Western RR. Co., Erie RR., Lehigh & New England RR. Co., Lehigh 
Valley RR. Co., The Pennsylvania RR. Co., and the Reading Co. 
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(B) The last two sentences of the first paragraph on page 37 of the presiding 
examiner’s decision are deleted from the aforesaid decision. 

(C) The decision of the presiding examiner filed herein on December 18, 1956, 
as modified by this order, is hereby affirmed; and as so modified such decision 
shall become effective as the decision of the Commission as of the date of issuance 
of this order. 

(D) The exceptions to the presiding examiner’s decision referred to above 
are hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


HUMBLE OIL & REFINING CO.—DOCKET NO. G-11539 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued January 11, 1957) 


The Commission, by order issued November 28, 1956, 16 F. P. C. 1279, directed 
that a hearing be held concerning the lawfulness of the proposed increased rates 
and charges contained in Supplement No. 9 to Humble Oil & Refining Co.’s (Hum- 
ble) FPO Gas Rate Schedule No. 39, and pending such hearing and decision 
thereon suspended such supplement “until May 1, 1957, and until such further 
time as it is made effective in the manner prescribed by the Natural Gas Act.” 
Said Supplement No. 9 was tendered for filing by Humble on October 30, 1956, 
and was proposed to be made effective on December 1, 1956. 

On December 21, 1956, Humble filed with the Commission an application for 
rehearing of the suspension order issued November 28, 1956. Humble petitioned 
the Commission “that it forthwith abrogate without hearing the November 28 
order purporting to suspend an increase in price provided for by the contract 
or, after such hearing or oral argument, or both, as to the Commission may seem 
appropriate, that said order be abrogated.” In support of this application, 
Humble advanced the following arguments: 

(1) The Commission had no authority under section 4 of the Natural Gas Act 
to treat the increase as a suspendible change in the rate schedule because it is 
part of Humble’s initial rate filing which has been accepted by the Commission. 

(2) The Commission’s authority was improperly exercised as it failed to 
comply with the Natural Gas Act and the Administrative Procedure Act which 
require the Commission to furnish a statement in writing showing reasons for 
the rate suspension. 

(3) That the Commission acted arbitrarily because it could have had no good 
reasons to support the suspension order of November 28, 1956. 

We believe that the law is well settled that rate changes contemplated by con- 
tracts can become effective only in the form of changes in existing schedules, as 
required by Section 4 of the Act. Cities Service Gas Producing Co. v. F. P. C., 
233 F. 2d 726, certiorari denied, 352 U. S. 911: Mississippi Power and Light 
Co. v. Memphis Natural Gas Co., 162 F. 2d 388, certiorari denied, 332 
U. S. 770; Mississippi River Fuel Corp. v. F. P. C., 121 F 2d 159. No other pro- 
cedure would permit the Commission to fulfill its obligation to determine whether 
changes in existing rates, whether proposed by pipeline companies or independent 
producers, were unjust or unreasonable. Therefore, we conclude that Humble’s 
contention that the Commission had no authority to suspend the increased rates 
is without basis or merit. 

Humble’s second contention is that the Commission failed to comply with the 
statutory requirement that the Commission furnish to the natural-gas company 
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affected a statement in writing of its reasons for the rate suspension. The 
Natural Gas Act prescribes no particular formula for the statement of reasons 
for suspension. 

In Phillips Petroleum Company v. F. P. C., 227 F. 2d 470, the court had under 
consideration a suspension order containing language substantially identical with 
that in the order here involved. In finding the suspension notice adequate, the 
court on page 474 said: 

* * * the statute prescribes no form of notice beyond the requirement that it 
shall be “a statement in writing of its reasons for such suspension,” and that 


it shall be filed with the schedules and delivered to the natural gas company 
affected. 


* 2 a * ca . - 
It would seem sufficient if the natural gas company is apprised of the sus- 
pension in writing in order that the commencement of the period of status 
quo may be definitely fixed for the performance of the parties. 

We believe that this decision is sufficient answer to the argument advanced by 
Humble. 

Humble’s last contention is that the Commission acted arbitrarily because it 
could have had no good reasons for suspension in its November 28, 1956, order. 
Humble in its application has attempted to anticipate any and all reasons for the 
‘Commission’s suspension action, and by claiming invalidation of such reasons by 
arguments advanced, concludes that the Commission acted without valid reasons 
and therefore acted in an arbitrary manner. 

We believe that a sufficient answer to this contention of Humble is that the 
Commission by the exercise of its suspension authority has sought “to preserve 
the status quo pending review of the new rate” for the purpose of determining 
“whether the rate fixed by the natural-gas company is lawful.” United Gas Pipe 
Line Co. v. Mobile Gas Service Corp, 350 U. 8S. 332, 341. See also Hope Natural 
Gas Co. v. F. P. C., 196 F. 2d 803. 

The Commission finds: 


The assignment of error and grounds for rehearing of the said order of No- 
vember 28, 1956, 16 F. P. C. 1279, as set forth in the said application, provide no 
new facts and assert no principles of law which either were not fully considered 
by the Commission when it adopted the said order, or which having been now 
considered warrant either the vacation or the modification of such order. 


The Commission orders: 


The aforesaid application for rehearing filed by Humble on December 21, 1956, 
hereby is denied. 


Commissioner Diepy dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


COMMONWEALTH EDISON CO., WISCONSIN ELECTRIC POWER CO.— 
DOCKET NO. E-6681 


ORDER ACCEPTING RATE SCHEDULES FOR FILING 
(Issued January 14, 1957) 


Commonwealth Edison Co. (CEC) and Wisconsin Electric Power Co. 
(WEPCO), on November 30, 1956, tendered two copies of an interconnection 
agreement dated November 28, 1956, pursuant to the requirements of paragraph 
(C) of the Commission’s order issued October 31, 1956, In the Matter of Common- 
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wealth Edison Company, Wisconsin Electric Power Company, Docket No. E-6681, 
16 F. P. C. 1145. 

By that order the Commission dismissed, effective December 1, 1956, a joint 
application of the two companies for approval, pursuant to section 202 (d) of the 
Federal Power Act, of an existing 138-kilovolt interconnection between their 
respective systems (Waukegan-Kenosha interconnection), as a permanent 
connection for emergency use only, and by paragraph (C) thereof directed both 
companies on and after October 31, 1956, promptly to file two copies of any 
amendments or extensions of contracts involving or affecting the continued main- 
tenance and use of that connection. 

The tendered agreement, designated in the files of the Commission as CEC’s 
Rate Schedule FPC No. 1 and Supplement No. 1 thereto and WEPCO’s Rate 
Schedule FPC No. 2 and Supplement No. 1 thereto, provides for the continued 
operation of the Waukegan-Kenosha interconnection with net energy deliveries 
by either company to the other to be billed at a rate of 1 cent per kilowatt-hour. 
The interconnection agreement by its terms provides that it shall become effective 
as between the signatories as of December 1, 1956. 


The Commission finds: 

The copies of the November 28, 1956, interconnection agreement, as filed by 
CEC and WEPCO, are in compliance with the requirements of paragraph (C) 
of the aforementioned Commission order, and under the circumstances of this 
ease there is good cause and it is necessary and appropriate for the purposes of 
the Federal Power Act that they be accepted for filing as hereinafter ordered. 


The Commission orders: 


(A) The copies of the November 28, 1956, interconnection agreement, as filed 
by CEC and WEPCO, be and they hereby are accepted for filing with the Com- 
mission (designated in the files of the Commission as described above), as 
filed rate schedules of the two companies to become effective on December 1, 
1956, as proposed therein and as so filed they shall be deemed to have been 
filed and published in compliance with the Federal Power Act and the Commis- 
sion’s regulations thereunder. 

(B) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, charge, classification, or any 
rule, regulation, contract or practice affecting such service or rate provided for 
in the aforesaid rate schedules and supplements thereto, as above designated, 
nor shall this order be deemed as recognition of any claimed contractual right 
or obligation affecting or relating to such service or rate. 

(C) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in any proceeding now pending, 
or hereafter instituted by or against either of the filing companies. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


UNITED GAS PIPE LINE CO.—DOCKET NO. G-—9638 


FINDING AND ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued January 14, 1957) 


United Gas Pipe Line Co. (petitioner), a Delaware corporation with principal 
place of business at Shreveport, La., on November 9, 1956, filed a petition re- 
questing the Commission to amend the order issued in this proceeding on May 
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28, 1956, 15 F. P. C. 1473, which granted petitioner a certificate of public con- 
* venience and necessity authorizing petitioner, among other things, to construct 
and operate certain line taps and appurtenant facilities for the purpose of selling 
and delivering natural gas in interstate commerce to the Utilities Board of the 
Town of Foley, Alabama (Riviera Utilities) (1) for resale and distribution in 
the municipalities of Bon Secour, Foley, Loxley, Magnolia Springs, and South- 
port, Ala.; (2) for resale to the Naval Air Station at Barin Field; and (3) for 
resale to customers adjacent to Riviera Utilities’ transmission lines. 

By the petition filed November 9, 1956, petitioner seeks to have the order 
issued May 28, 1956, amended so as to authorize petitioner to sell and deliver 
natural gas to Riviera Utilities for resale and distribution in the town of Sum- 
merdale, Ala. 

The estimated annual gas requirements and peak-day gas requirements for 
the town of Summerdale in Mcf for the first 3 years of operation together with 
the presently authorized gas requirements and the revised gas requirements 
of Riviera Utilities are as follows: 


Annual 
Revised require- 


(Proposed) Present ments incluiling 
Summerdale authorization Summerdale 


178, 874 182, 851 
196, 373 201, 124 
215, 219 220, 774 


Peak day 
Revised require- 
(Proposed) Present ments including 
Summerdale authorization Summerdale 
38 1, 570 1, 608 
41 1, 672 1, 713 


47 1, 772 1, 819 


Petitioner’s gas supply is adequate for the purpose of enabling it to meet the 
requirements of the proposed sale. This additional sale will entail no additional 
expenditure on the part of petitioner. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 7, 1957, respecting the matters involved in and the issues presented by the 
petition. No petition to intervene in opposition or protest to the granting of 
the petition has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 

The Commission finds: 


(1) That the additional sale of natural gas by petitioner to Riviera Utilities 
for resale in the town of Summerdale, Ala., hereinbefore described, as more 
fully described in the petition will be made in interstate commerce, and there- 
fore said sale is subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 

(2) That the public convenience and necessity requires that the order issued 
May 28, 1956, as amended December 11, 1956, and the certificate granted therein 
be amended so as to authorize petitioner to sell and deliver natural gas to 
Riviera Utilities for resale and distribution in the town of Summerdale, Ala. 

(3) That it is necessary or appropriate to carry out the provisions of the 
Natural Gas Act that the order of the Commission issued on May 28, 1956, In 
the Matter of United Gas Pipe Line Company in Docket No. G-9638, as amended 
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by the order of the Commission issued on December 11, 1956, be amended as 
hereinafter ordered. 

(4) That a request during the public hearing by staff counsel for omission 
of the intermediate decision procedure under section 1.30 (c) of the Com- 
mission’s rules of practice and procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to section 
1.30 (c) (1) of said rules. 


The Commission orders: 


That the order of the Commission issued in this proceeding on May 28, 1956, 
as amended December 11, 1956, be further amended so as to authorize petitioner 
to sell and deliver natural gas to Riviera Utilities for resale and distribution in 
the town of Summerdale, Ala. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


POWER AUTHORITY OF THE STATE OF NEW YORK—PROJECT NO. 2000 
ORDER APPROVING EXHIBITS AND ADJUSTING ANNUAL CHARGES 
(Issued January 14, 1957) 


On October 3, 1956, pursuant to article 23 of the license for project No. 2000, 
the Power Authority of the State of New York (licensee) filed exhibit K, a map 
in 28 sheets (FPC Nos. 2000-53 to —80, inclusive), showing project lands and 
project boundary. 

By order issued October 24, 1956, 16 F. P. C. 1091, the Commission approved and 
made a part of the license for the project, exhibit L (FPC Nos. 2000-18 to 
—29, inclusive) and Exhibit M, filed August 3, 1955, for Barnhart Island power- 
house. The effect of approval of these exhibits was to reduce the computed 
generating capacity from 1,250,000 horsepower to 1,216,000 horsepower. There- 
fore, article 27 of the license which fixes the annual charges for administration 
of the act, should be amended to reflect the change in computed generating 
capacity. 

The Commission finds: 

(1) Exhibit K, Sheets 1 to 28, inclusive (FPC Nos. 2000-53 to —80, inclusive), 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(2) Article 27 of the license should be amended to reflect a reduction in the 
computed generated capacity as hereinafter provided. 

The Commission orders: 

(A) Exhibit K, Sheets 1 to 28, inclusive( FPC Nos. 2000-53 to —80, inclusive), 
are approved as part of the license for project No. 2000. 

(B) Article 27 of the license for project No. 2000 is amended by changing 
“1,250,000 horsepower” to read “1,216,000 horsepower.” 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall cunstitute 
acceptance of this order. In acknowledgment of the acceptance of this liceuse 
amendment, it shall be signed for the licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


NATURAL GAS PIPELINE CO.—DOCKET NO. G-3123 
ORDER AFFIRMING RULING OF PRESIDING EXAMINER REJECTING EVIDENCE 
(Issued January 15, 1957) * 


The Commission is concerned in this case, which is a rate proceeding arising 
under section 4 (e) of the Natural Gas Act (act), with an appeal by Natural Gas 
Pipeline Co. of America (Natural) from a ruling by the presiding examiner ex- 
cluding from the record certain testimony of a witness for Natural previously 
conditionally admitted in evidence, as well as certain exhibits offered by Natural. 
Natural has concluded its case-in-chief and staff counsel and the interveners their 
respective cases. The proffered evidence was offered by Natural as purported 
“rebuttal” to the testimony of a witness for the city of Chicago, one of the inter- 
veners, and to “meet the test” of the decision in City of Detroit v. Federal Power 
Commission, 230 F 2d. 810. The presiding examiner excluded the proffered 
evidence on the ground, inter alia, it is not proper rebuttal, but should have been 
presented as a part of Natural’s case-in-chief ; and this raises what we conceive to 
be the governing question in this appeal. 

It is necessary to set forth the procedural background pertinent to determining 
this appeal in some detail. This proceeding was instituted on September 1, 
1954, when Natural tendered for filing with the Commission certain revised 
tariff sheets proposing an increase in rates and charges of $10,701,551 per annum 
based on sales for the 12 months ending June 30, 1954. On September 30, 1954, 
the Commission issued an order suspending the operation of the proposed revised 
tariff, providing for a hearing concerning the lawfulness of the proposed change in 
rates, and specifying the procedure to be followed at the hearing. That order 
provided that “Pursuant to the provisions of section 4 (e) of the Natural Gas 
Act, Natural shall go forward with the burden of proof imposed upon it, to 
present its jurisdiction of such proposed increased rates and charges.” There- 
after, on November 3, 1954, and December 9, 1954, Natural presented its direct 
evidence in support of its proposed increased rates and charges, whereupon the 
hearing was recessed to a time to be fixed by further Commission order. 

Then, on January 13, 1956, Natural filed a motion for leave to present additional 
direct evidence relating to the price to be allowed for natural gas produced by it 
from its reserves in the West Panhandle field of Texas. In support of its motion, 
Natural stated that it had presented its direct evidence in justification of the rates 
in issue in this proceeding in accordance with the Commission’s opinion No. 269 
and accompanying order issued In the Matter of Panhandle Eastern Pipe Line 
Company, et al., docket Nos. G-1116 et al.; that the United States Court of Ap- 
peals for the District of Columbia Circuit had reviewed said opinion in City of 
Detroit v. Federal Power Commission (decided December 15, 1955), and re- 
manded it to the Commission for further proceedings; and that said judicial 
decision would appear to require the presentation of further evidence in addition 
to that therefore presented by Natural. Natural stated that it intended to 
prepare and serve such additional direct testimony and any exhibits relating 
thereto upon the parties to the proceeding on or about February 28, 1956. 

By order issued February 10, 1956, the Commission granted Natural’s motion, 
reconvening the hearing on March 26, 1956, to allow Natural to present additional 
evidence in the light of the recently decided City of Detroit decision as requested. 


*Rehearing denied by order issued March 14, 1957. 
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Pursuant to this order, Natural again put in an affirmative case and thereafter, on 
May 1, 1956, rested its case. 

Thereafter, the staff and the city of Chicago presented evidence; and on July 
13, 1956, the hearing was continued to September 25, 1956, for the purpose of the 
presentation by Natural of evidence in rebuttal. 

On September 25, 1956, counsel for Natural offered the evidence thereafter 
excluded by the presiding examiner and the subject of this appeal. This con- 
sisted principally of the prepared testimony of an accountant witness and ex- 
hibits 43 to 46, inclusive, sponsored by the said witness, for identification. Coun- 
sel for Natural also moved the incorporation by reference of portions of the testi- 
mony of two company officials in an early rate case involving Natural, dockets 
Nos. G—109 and G—112, heard in 1939 and 1940. Another exhibit offered for ident- 
ification by counsel, exhibit 51, contained the material thus offered by reference. 
The testimony of the accountant witness was received, subject to a motion by 
other counsel to strike after inspecting the testimony. The hearing was recessed 
on the same day and was reconvened on December 4, 1956. 

Upon the reconvening of the hearing, staff counsel, and counsel for the city of 
Chicago, for the Illinois Commerce Commission, and for the Public Service Com- 
mission of Wisconsin, moved to strike most of the testimony of Natural’s ac- 
countant witness theretofore conditionally admitted. Said counsel also objected 
to the receipt in evidence of exhibits 43 to 46, inclusive, and exhibit 51, for identi- 
fication. The presiding examiner granted the motions to strike insofar as most 
of the testimony of the accountant witness was concerned, and sustained the 
objections to exhibits 43 to 46, inclusive. Most of the material offered by refer- 
ence, and the corresponding portion of exhibit 51, were received in evidence for 
certain limited purposes, but not for the purpose of supporting exhibits 43 to 
46, inclusive. 

As mentioned, Natural seeks to support the admissibility of the evidence 
described above as proper rebuttal evidence to certain testimony and exhibits 
of a witness for the city of Chicago, a public utility consultant. This witness 
gave his direct testimony on July 11, 1956. He sponsored and testified to, among 

other things, exhibit 37, respecting the rate of return which Natural would 
earn on its investment in production properties if it should receive the field price 
allowance for which it has contended in this proceeding. Likewise, the witness 
for the city of Chicago gave testimony and sponsored exhibit 35, respecting the 
rate of return which Natural would earn on its investment in total utility proper- 
ties if it were allowed the field price which it seeks. However, it should be 
noted that the testimony of this witness referred to made use of the costs of 
Natural’s production properties according to the books of the company, which 
are kept in conformity with the Commission’s uniform system of accounts. 

Natural takes the position that the rejected evidence meets and contradicts 
the testimony and exhibits of the city of Chicago’s witness, and is thus proper 
rebuttal. In this connection, exhibit 43, “Complete Costs of Acquiring and De- 
veloping Gas Reserves and Other Production Plant and Related Reserves for 
Depletion and Depreciation,” is offered as presenting an analysis which goes 
beyond the costs which are reflected on Natural’s books. Exhibit 44 is designed 
to show cost of production per Mcf of gas produced, based upon exhibit 43 instead 
of exhibit 28. Exhibit 45 is designed to show the rate of return on production 
properties, likewise using the cost shown in exhibit 43 instead of book cost. 
Similarly, exhibit 46 is designed to show the rate of return on utility plant and 
production properties using the cost shown in exhibit 43 instead of book cost. 
And exhibit 51, and the material offered by reference, cover a description of the 
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negotiations for the original reserves acquired by Natural and describes the 
risks involved in acquiring and producing such gas. 

Several reasons were assigned by Natural’s accountant witness for showing 
the costs of the production properties as reflected in exhibit 43, as distinguished 
from book costs. He considered that the full cost of leases abandoned which 
were written off, should be included as a cost of the gas reserve and should be 
amortized as the gas reserve is produced. He considered that the full cost of 
the leaseholds should be included without adjustment for costs paid to the com- 
panies selling the reserves in excess of the cost then recorded on the books of 
the sellers. And he considered that developmental costs should be capitalized. 

In explaining the exhibits, he developed these and other points. It was sought, 
he explained, to establish the “actual” legitimate cost of, or net investment in, 
the production properties of Natural, it being considered that the application of 
the uniform system of accounts does not provide a proper basis for determining 
this legitimate cost. The purpose in arriving at such actual legitimate cost, he 
explained, was “to meet the test provided in the case of the City of Detroit v. 
Federal Power Commission,” referred to above. 

The presiding examiner ordered the testimony of Natural’s accountant witness 
stricken and its above-described exhibits excluded on a number of grounds. 
Among other reasons, the presiding examiner relied on the ground that such 
evidence was not proper evidence in rebuttal, and if material at all, was only 
material as part of Natural’s case-in-chief, constituting as it did a method of 
arriving at cost in addition to that employed in exhibit 28; and further, that 
permitting introduction of this evidence would entail a reopening of Natural’s 
case-in-chief and would greatly extend the length of the hearing. We consider 
that these reasons afford a good and sufficient basis for excluding the evidence 
in question and we affirm the presiding examiner on these grounds. 

It seems evident that the rejected evidence was material, if at all, only as a 
part of Natural’s case-in-chief and was not proper evidence in rebuttal. The 
stated purpose of Natural, in seeking the introduction of the rejected evidence, 
was to satisfy its conception of the requirements of the decision of the court in 
the City of Detroit case, cited above, which had been previously decided on De- 
cember 15, 1955. This clearly appears from the brief analysis of the testimony 
and exhibits set forth above. It appears from the explicit statement of Natural’s 
witness, quoted above. And it is evident also from Natural’s statement in oppo- 
sition to the ruling of the presiding examiner excluding the aforesaid evidence, 
where it is said, at pages 13-14: 


From the very outset, Natural has taken the position that its gas pro- 
duction properties should be regulated under the commodity value method 
adopted by this Commission in the Panhandle case. Natural reaffirmed this 
position in presenting its rebuttal evidence [i. e., the testimony and exhibits 
rejected by the presiding examiner]. That evidence was designed to show 
why the conventional rate base method advocated by Mr. Van Scoyoe [the 
witness for the city of Chicago] was inappropriate for this segment of its 
business, and why an additional incentive was required to promote the con- 
tinued development and ownership of gas reserves by Natural. 


Thus on Natural’s own view of the rejected evidence, it is offered as pertinent 
to what Natural considered were the primary and fundamental issues in its 
case, and related to matters which Natural considered were basic to justifying 
its proposed increase in rates—a burden Natural, it should be noted, was 
required to sustain. Under familiar rules of law, the rejected evidence, con- 
sisting of Natural’s theory of the case of an integral part of its justification 
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for the relief sought, should have been presented as a part of Natural’s case-in- 
chief. And as a matter of fact, as indicated above, this proceeding had already 
been reopened once at Natural’s behest to afford it opportunity to make its 
case in the light of the City of Detroit decision. 

Moreover, the foregoing brief description of the excluded evidence sufficiently 
suggests the complexity and number of issues which, on Natural’s theory of 
this case, would have been raised by the introduction of the rejected evidence 
during its case-in-chief. Clearly, there is substantial support for the presiding 
examiner’s conclusion that the introduction of this evidence as rebuttal weuld 
in actuality constitute a reopening of Natural’s case-in-chief and would greatly 
extend the length of the hearing. In this connection, good reasons of policy 
also require the rejection of the proffered evidence. Proceedings before the 
Commission and in particular rate proceedings should be pursued to completion 
with all reasonable dispatch. Further, orderly and uniform modes of proceed- 
ing should be adhered to in the conduct of cases before the Commission, unless 
it is shown that the public interest requires a departure therefrom ; and decision 
on this, as on other such matters as calling its business, the time for taking up 
issues, the scope of proceedings, and the like, lies within the Commission’s 
discretion. 

As indicated above, the instant proceeding has been pending before the Com- 
mission for over 2 years and has not yet been concluded although Natural has 
twice rested its case, and even though Natural has already been granted a full 
opportunity to put in a case-in-chief conformable with its interpretation of the 
City of Detroit decision. To allow the admission of the excluded evidence now 
would in all probability greatly extend the length of the hearing; for the intro- 
duction of the evidence would give rise to a number of collateral issues outside 
the present scope of this proceeding and beyond the issues raised by Natural in 
its case-in-chief. This would give rise to the need for further cross-examination 
and the likelihood of requests for further rebuttal and surrebuttal testimony, 
not only with respect to the present issues in the case but to such new issues 
as would arise under the evidence sought to be adduced by Natural. Such 
a course would preclude the due and timely execution by the Commission of its 
functions and the orderly and expeditious discharge of its duties, and would 
not be consistent with the public interest. 

In view of the fact that the above-described grounds of the presiding examiner’s 
ruling provide a sufficient basis for rejecting the testimony and exhibits of 
Natural in issue in this case, we deem it unnecessary to pass upon the further 
reasons relied on by the presiding examiner in rejecting such evidence. Likewise, 
it is unnecessary to pass upon the further contentions of Natural and the other 
parties to this proceeding in respect thereof. 


The Commission further finds: 

The ruling of the presiding examiner on December 4, 1956, rejecting the 
testimony and exhibits described above, offered by counsel for Natural Gas 
Pipeline Company of America, in the above-entitled proceeding, should be 
affirmed, and the appeal from such ruling by Natural should be denied. 

The Commission orders: 

The ruling of the presiding examiner on December 4, 1956, rejecting the 
testimony and exhibits described above, offered by counsel for Natural Gas 
Pipeline Company of America, in the above-entitled proceeding, is hereby 
affirmed, and the appeal from such ruling by Natural is hereby denied. 


Commissioner Diepy dissenting. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


SOUTHERN NEVADA POWER CO.—DOCKET NO. E-6721 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued January 16, 1957) 


Southern Nevada Power Co. (applicant), incorporated under the laws of the 
State of Nevada, with its principal place of business in Las Vegas, Nev., filed 
an application on December 26, 1956, for authorization, pursuant to section 
204 of the Federal Power Act, to issue $6 million, principal amount, of promissory 
notes. 

Applicant proposes to issue the notes to evidence loans to be secured from 
each of a number of commercial banks under a revolving line of credit in the 
principal amount of $6 million on a pro rata basis. Applicant may draw upon 
the credit on or before June 30, 1958; however, at no one time will the aggregate 
principal amount of all outstanding notes exceed $6 million. 

The participating banks and the proportionate amount of the $6 million credit 
to be made available by each are as follows: 

California Bank, Los Angeles, Calif. 
First Western Bank & Trust Co., San Francisco, Calif 
The First National City Bank of New York, New York, 


First National Bank of Nevada, Reno, Nev 
Bank of Nevada, Las Vegas, Nev 


The proposed notes will be dated as of their respective dates of issue or re- 
newal, as the case may be, and mature within 90 days. Each note will bear in- 
terest at an annual rate of one-half of 1 percent above the prevailing prime 
commercial bank loan rate in New York City on the date of the borrowing 
or reborrowing evidenced by such note. In addition, applicant will pay a 
commitment fee at the annual rate of one-half of 1 percent on the average daily 
unused amount of credit available to applicant under the revolving line of 
credit. Applicant may, under the credit arrangement, prepay, in whole or in 
part, any of the proposed notes; and may, at its option, permanently reduce 
or terminate in full the $6 million credit. 

The proceeds to be obtained from the proposed issuance will, together with 
cash to be derived from operations and cash from internal sources, be applied 
to applicant’s current construction program, including the discharge of certain 
obligations heretofore incurred by applicant in connection with that program. 
In toto, applicant estimates its 1957 cash requirements at $7,134,000. Its cur- 
rent construction program consists principally of a 60,000-kilowatt generating 
unit, together with necessary transmission, distribution and substation facil- 
ities to meet expected new loads and growth of existing loads on applicant’s 
system. 

According to the application, no underwriter’s or finder’s fees will be paid 
in connection with the proposed notes. 

Written notice of the application has been given to the Public Service Com- 
mission of Nevada and to the governor of that State. Notice of the application 
was also given by publication in the Federal Register on January 5, 1957 (22 
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F. R. 155), stating that any person desiring to be heard or to make any protest 
with reference to the application should, on or before January 14, 1957, file 
with the Federal Power Commission, Washington 25, D. C., a petition or protest 
in accordance with the Commission’s rules of practice and procedure. No pro- 
test or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds; 

(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued April 
13, 1956, In the Matter of Southern Nevada Power Company, Docket No. E-6671, 
15 F. P. C. 1286. 

(2) The proposed issuance of promissory notes, all as described above, will 
constitute an issuance of securities within the purview of section 204 of the act. 

(3) The proposed issuance of promissory notes, all as described above, will be 
in excess of 5 percent of the par value of the other securities of applicant, and 
therefore, will not be exempt by virtue of section 204 (e) from the requirements 
of section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of section 204 (f) of the act, and the proposed issuance of promis- 
sory notes is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the act. 

(5) The proposed issuance of promissory notes, as referred to above, is exempt 
from the requirements of the Commission’s competitive bidding rule, as set forth 
in section 34.1a of the Commission’s regulations under the Federal Power Act by 
reason of section 34.1la (a) (2) of those regulations. 

(6) The proposed issuance of promissory notes, as hereinafter authorized, will 
be for a lawful object within the corporate purposes of applicant, and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility, and which will not impair 
its ability to perform that service and is reasonably appropriate for such 
purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of promissory notes as proposed by applicant, whether an 
original issue or a renewal, in the aggregate principal amount of not to exceed 
$6 million outstanding at any one time, all as described above, upon the terms 
and conditions and for the purposes specified in the application, be and the same 
hereby is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
notes to be issued pursuant thereto, being not later than September 30, 1958. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates, or determinations of cost or any other matter whatsoever 
which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any of the securities to which 
this order relates. 

CoNNOLE and Diesy, Commissioners, not participating. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


WESTERN SLOPE GAS CO.—DOCKET NO. G-11077 
DECLARATION OF EXEMPTION 
(Issued January 16, 1957) 


Western Slope Gas Co. (applicant), a Colorado corporation and a subsidiary 
of Public Service Company of Colorado, filed an application on September 13, 
1956, for exemption from the provisions of the Natural Gas Act, pursuant to sec- 
tion 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that— 

(1) Applicant is engaged in the purchase, transportation, and sale of natural 
gas in Rio Blanco, Garfield, and Mesa Counties, Colo. 

(2) Applicant presently purchases all of its natural-gas requirements from 
local production in the State of Colorado and delivers and sells such gas to Public 
Service Company of Colorado for distribution and sale at retail in the cities and 
communities of Grand Junction, Fruita, and Palisade in Mesa County, Colo. 
Applicant’s supply of local gas is presently inadequate to meet its estimated 
peak-day requirements for the 1956-57 heating season. It proposes to supple- 
ment its supply by purchase of natural gas from Pacific Northwest Pipeline 
Corp., authority for which Pacific has applied to this Commission in docket 
No. G-11093. 

(3) All natural gas so received by applicant is and will be ultimately con- 
sumed within the State of Colorado and all of its facilities are located within 
said State. 

(4) The Public Utilities Commission of the State of Colorado has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service, and facilities of applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Western Slope Gas Co. is exempt from the provisions of the Natural Gas Act 
and the orders, rules, and regulations of this Commission issued pursuant thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


WESTERN KENTUCKY GAS CO.—DOCKET NO. G-—11222 


ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 


(Issued January 16, 1957) 


Western Kentucky Gas Co. (applicant), a Delaware corporation with its 
principal place of business located at Owensboro, Ky., filed on October 10, 1956, 
an application pursuant to section 7 (a) of the Natural Gas Act for an order 
directing Texas Gas Transmission Corp. (Texas Gas) to establish physical 
connection of its transmission facilities with applicant’s proposed natural-gas 
system and to sell natural gas to applicant for resale and distribution in and 
adjacent to the city of Calhoun, McLean County. Ky., all as more fully repre- 
sented in the application. 
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Applicant is a natural-gas distribution company operating entirely within the 
Commonwealth of Kentucky, serving 50 communities, and has been exempted 
from regulation under the Natural Gas Act by declaration of exemption issued 
by the Commission on May 17, 1956, 15 F. P. C. 1419. Applicant has obtained a 
franchise to construct and operate a gas distribution system in Calhoun. 

Applicant proposes to construct and operate approximately 2 miles of 2%-inch 
lateral transmission line extending from a point of interconnection with Texas 
Gas’ 26-inch transmission line to the city of Calhoun, together with a town 
border station and a distribution system in Calhoun. The estimated cost of the 
transmission lateral is $26,000 and the estimated cost of the distribution system 
is $54,000. The applicant plans to finance this construction through short-term 
bank loans and retained earnings. 

The estimated annual gas requirements and peak-day gas requirements in Mcf 
at 14.73 psia for the first 3 years of operation are as follows: 


Peak 

Year: Annual day 
Thickening tpi glia ch ca ta 14, 413 129 

Msi tc illic i hited 21, 471 203 

Taishi sescacahsincnti nig plana ccineliiea iii etaa hase aah ania alice laaataleadas 27, 377 268 


At present, Texas Gas, in its delivery zone 3, has a delivery obligation to the 
applicant of 58,830 Mcf at 15.025 psia (60,007 at 14.73 psia) on a peak day. No 
additional allocation of gas from Texas Gas to provide its proposed service to 
Calhoun is required. The existing obligation of Texas Gas in zone 3 is sufficient 
to provide the proposed service. 

Texas Gas filed on October 23, 1956, pursuant to section 1.9 (a) of the Com- 
mission’s rules of practice and procedure, an answer to the aforesaid application 
wherein it states that it has no objection to providing the service requested, 
provided applicant executes a new service agreement acceptable to Texas Gas 
to provide for a mutually agreeable point, adjacant to Texas Gas’ existing 
facilities, for delivery of gas to applicant for distribution in Calhoun. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on December 19, 1956 
(21 F. R. 10184-10185). No petition for leave to intervene, notice of intervention, 
or protest to the granting of the application has been filed in this proceeding. 


The Commission finds: 


(1) Western Kentucky Gas Co. (applicant), a Delaware corporation having 
its principal place of business in Owensboro, Ky., is a natural-gas distribution 
company operating entirely within the Commonwealth of Kentucky and exempt 
from regulations under the Natural Gas Act. 

(2) Texas Gas Transmission Corp. (Texas Gas), a Delaware corporation 
having its principal place of business in Owensboro, Ky., is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as herefore found by the 
Commission in its order of March 30, 1948, in docket No. G—855, 7 F. P. C. 223. 

(3) It is necessary or desirable in the public interest that Texas Gas Trans- 
mission Corp. be directed to establish physical connection of its natural-gas 
transportation facilities with the natural-gas facilities proposed to be constructed 
and operated by applicant and to sell and deliver a volume of natural gas to 
applicant, under and within applicant’s present allocation of 58,830 M. ¢« f. 
(15,025 psia) per day, for resale and distribution by applicant in and adjacent 
to the city of Calhoun, McLean County, Ky., as hereinbefore described and as 
hereinafter ordered and conditioned: Provided, That applicant shall be prepared 
to receive said gas within 1 year from the date of issuance of this order. 






















52 FEDERAL POWER COMMISSION 







(4) That the ability of Texas Gas to render adequate service to its existing 
customers will not be impaired and no undue burden will be placed upon Transco 
as a result of the direction contained in paragraph (3) hereof. 


The Commission orders: 


(A) Texas Gas Transmission Corp. be and it is hereby directed to establish 
physical connection of its natural-gas transportation facilities with the natural- 
gas facilities proposed to be constructed and operated by applicant and to sell 
and deliver a volume of natural gas to applicant under and within applicant’s 
present allocation of 58,830 M. c. f. (15.025 psia) per day for resale and dis- 
tribution by applicant in and adjacent to the city of Calhoun, McLean County, 
Ky., as hereinbefore described, provided that applicant shall be prepared to 
receive said gas within 1 year from the date of issuance of this order. 

(B) Texas Gas Transmission Corp. shall report to the Commission in writing 
and under oath the date of the commencement of service to applicant within 
30 days after the commencement of such service. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


THE NORTHERN ELECTRIC COOPERATIVE—DOCKET NO. E-6670 


ORDER 





AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO CANADA 
(Issued January 18, 1957) 


The Northern Electric Cooperative (Northern), a corporation organized and 
existing under the laws of the State of Montana, with its principal place of 
business in Opheim, Mont., by application filed March 20, 1956, as amended July 
9 and 16, 1956, requested authorization, pursuant to the provisions of section 
202 (e) of the Federal Power Act, to export up to an aggregate of 50,000 kilowatt- 
hours of electric energy from the United States to Canada, at four points on 
the international border between the United States and Dominion of Canada 
taken in combination, at a combined annual aggregate transmission rate of 80 
kilowatts. By that application Northern also requested authorization, pursuant 
to Executive Order 10485, dated September 3, 1953, to construct, operate, main- 
tain, and connect facilities at the international border between the United 
States and Canada for the transmission of such aggregate amount of energy. 

To serve the four points of export, applicant proposes to construct single- 
phase, two conductor lines operating nominally at 7.2 kilovolts, 60 cycles, extend- 
ing between its electric system in the vicinity of the international border (State 
of Montana-Province of Saskatchewan, Canada), and facilities of the respective 
purchasers of the energy to be exported located at the international border. 
The purchasers of the energy to be exported are Dominion of Canada and four 
private persons. 

The respective amounts of energy to be exported annually over each of these 
lines, aS more specifically described and identified as lines Nos. 1 through 4 
by the terms of a permit,* pursuant to Executive Order 10485, authorizing the 
construction, operation, maintenance, and connection thereof at the international 
border “issued” as hereinafter provided, would be as follows: line No. 1— 
8,000 kilowatt-hours at a maximum transmission rate of 20 kilowatts; line No. 


*Signed by the Chairman of the Federal Power Commission on December 12, 1956; 
accepted by Northern on December 27, 1956. 
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2—7,000 kilowatt-hours at a maximum transmission rate of 10 kilowatts; line 
No. 3—14,000 kilowatt-hours at a maximum transmission rate of 30 kilowatts; 
line No. 4—21,000 kilowatt-hours at a maximum transmission rate of 20 kilo- 
watts. 

The energy to be purchased by the Dominion of Canada will be for customs- 
house use, and that to be purchased by private persons will be used for general 
lighting and household purposes. The rates to be charged for such service will 
be the same as the rates charged by Northern to its cooperative members. 

The source of all of the energy exported is stated to be the Fort Peck project 
of the Bureau of Reclamation. 

Written notice of the application has been given to the Board of Railroad 
Commissioners of Montana and to the governor of that State. Notice of filing of 
the application has also been given by publication in the Federal Register on 
August 24, 1956 (21 F. R. 6398), stating that any person desiring to be heard or 
to make any protest with reference to the application should, on or before Sep- 
tember 4, 1956, file with the Federal Power Commission, Washington 25, D. C., 
a petition or protest in accordance with the Commission’s rules of practice and 
procedure. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


The transmission of electric energy from the United States to Canada, as lim- 
ited herein and as hereinafter authorized, will not impair the sufficiency of elec- 
tric supply within the United States, and will not impede or tend to impede the 
coordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission orders: 

(A) Northern be and it hereby is authorized to transmit electric energy from 
the United States to Canada in accordance with the terms and conditions set 
forth in the application and subject to the provisions of this order. 

(B) The electric energy which Northern is hereby authorized to transmit 
from the United States to Canada shall be in the respective maximum annual 
amounts and at the respective maximum transmission rates for each of the four 
lines, all as described above; such energy to be transmitted over the facilities 
specified in the permit signed by the Chairman of the Federal Power Commission 
on December 12, 1956, and accepted by Northern on December 27, 1956. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such au- 
thorization extend beyond the date of termination or expiration of the permit 
signed by the Chairman of the Federal Power Commission, referred to in para- 
graph (B) above. 

(D) Northern shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 

(E) Northern shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
over each of the afore-described four lines, pursuant to the authority herein 
granted; shall make, keep, and preserve full and complete records with respect 
to the movement of such energy; and shall furnish in triplicate with respect to 
such transmission of electric energy, reports annually, on or before February 
15, showing (with respect to each of the afore-described four lines), the total 
kilowatt-hours delivered, the maximum kilowatts of transmission and the con- 
sideration received therefor during each month of the preceding year. 
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(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but in the event of the involuntary 
transfer of facilities used for such transmission by operation of law (including 
such transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale), shall continue in effect temporarily for a reasonable time thereafter, pend- 
ing the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over Northern. 

(H) This authorization is without prejudice to the authority of this Commis. 
sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimates, or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(I) Concurrently with the issuance of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in paragraph (B) above, 
be and it hereby is issued and a duplicate original copy thereof shall be trans- 
mitted by the Secretary to Northern. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


EL PASO ELECTRIC CO.—DOCKET NO. E-6710 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING ISSUANCE OF PROMISSORY 
NOTES 


(Issued January 18, 1957) 


By order issued November 16, 1956, 16 F. P. C. 1241, in the above-entitled 
matter, the Commission, pursuant to section 204 of the Federal Power Act, au- 
thorized El Paso Electric Co. (El Paso), to issue $9 million, principal amount, of 
promissory notes, upon terms and conditions as set forth in that order including, 
among others, those set forth in El Paso’s application filed October 11, 1956, 
requesting such authorization. 

On December 31, 1956, El Paso filed an amendment to that application, request- 
ing a change in the authorization granted by the aforesaid order so as to permit 
the payment of a commitment fee in connection with a $6,500,000 firm credit to be 
made available by the Chase Manhattan Bank, New York, N. Y., under which El 
Paso may secure bank loans up to the principal amount of the credit, $6,500,000, 
through June 1957, evidenced by promissory notes as otherwise previously author- 
ized by the Commission’s order issued November 16, 1956, in this matter. El 
Paso’s application, as filed October 11, 1956, did not contemplate the payment of 
any commitment fee. 

The fee which El Paso proposes to pay to the Chase Manhattan Bank will 
amount to one-fourth of 1 percent per annum on the average daily unused 
amount of the $6,500,000 credit, computed from December 18, 1956. 

El Paso states that existing market conditions make desirable the firm bank 
credit to be obtained through payment of the aforesaid commitment fee. 
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By the aforesaid amendment, El Paso does not propose any other change in its 
application in this matter, as filed October 11, 1956. 

As indicated in the previously mentioned order of the Commission, issued No- 
vember 16, 1956, notice of this proceeding has been given to the governor and 
Railroad Commission of Texas and to the governor and Public Service Commis- 
sion of New Mexico, and by publication in the Federal Register (21 F. R. 8124). 
No protest or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds: 


Good cause has been shown and it is necessary and appropriate for the purposes 
of the act, that paragraph (A) of the Commission’s order issued November 16, 
1956, be modified as hereinafter provided. 


The Commission orders: 


(A) Paragraph (A) of the Commission’s order issued November 16, 1956, 
in the above docket be, and it hereby is amended to read as follows: 

(A) The issuance of promissory notes, as proposed by applicant, whether an 
original issue or a renewal, in the aggregate principal amount of not to exceed 
$9 million outstanding at any one time, all as described above, upon the terms 
and conditions and for the purposes specified in the application as filed October 
11, 1956, as amended December 31, 1956, be and the same hereby is authorized, 
subject to the provisions of this order. 

(B) All other terms and conditions, as set forth in paragraphs (B), (C), (D), 
and (E) of the aforesaid Commission order issued November 16, 1956, shall re- 
main in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


TEXAS GAS TRANSMISSION CORP., ET AL.—DOCKET NO. G—10698 





FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 18, 1957) 


Texas Gas Transmission Corp. (Texas Gas), a Delaware corporation with its 
principal place of business located at Owensboro, Ky., filed, on July 2, 1956, an 
application for a certificate of public convenience and necessity, pursuant to 
section 7 of the Natural Gas Act, for the construction, installation, and operation 
of certain facilities hereinafter described and as more fully represented in the 
application in docket No. G—10698. 

Texas Gas seeks authorization to construct, install, and operate approximately 
13 miles of 20-inch O. D. pipeline extending from the end of its East Lake Palourde 
20-inch line to the Thibodaux area, Lafourche Parish, La., and a gas purchase 
meter station in the Thibodaux area. The facilities will be used to receive ad- 
ditional gas reserves dedicated to Texas Gas. The proposed facilities are esti- 
mated to cost $1,459,000 and will be financed by temporary bank loans. Texas 
Gas does not propose to serve any additional markets. The gas supply which 
will become available by the operation of the proposed facilities is reasonably 
adequate to justify the construction of the proposed facilities. 


* * * * * * * 


* Omitted portions of this order relate to the issuance of independent producer certifi- 
cates. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 10, 1957, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 





The Commission finds: 
(1) Texas Gas Transmission Corp., a Delaware corporation with its principal 

place of business in Owensboro, Ky., is a “natural-gas company” within the 

meaning of the Natural Gas Act, as heretofore found by the Commission in its 

order of March 30, 1949, in docket No. G—859. 

* * 


(3) The facilities proposed by Texas Gas in docket No. G—10698 will be used 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its existing pipeline 
system, and subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act. 
* 





* * * * 































* * * * * * 








(5) The parties to this proceeding are able and willing properly to do the 
respective acts and to perform the service proposed by each and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules, and regula- 
tions of the Commission thereunder. 

(6) The operation of the facilities proposed by Texas Gas in its application in 
docket No. G-10698 are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c), (1), (3), (4), and (e) of section 157.20 
of the Commission’s general rules and regulations, including the rules of prac- 
tice and procedure, should attach to the issuance of the certificate referred to 
in paragraph (b) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 
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* + * * 










The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Gas Transmission Corp. to construct and operate the 
facilities hereinbefore described, all as more fully described in its application in 
docket No. G—10698 in this proceeding and the exhibits appended thereto, for the 
transportation and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 
+ 





* * 





* x + + 

















(C) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by the respective applicants 
within 30 days from issuance of this order. 

(D) The certificates are not transferable and shall be effective only so long 
as the respective applicants continue the acts or operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, and applicable rules, 
regulations, and orders of the Commission. 
+ 
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(F) The general terms and conditions set forth in paragraphs (b), (c), (1), 
(3), (4), and (e) of section 157.20 of the Commission’s general rules and regu- 
lations, including rules of practice and procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder, and the time within which construction of facilities author- 
ized by this order should be completed and in actual operation is fixed at 6 months 
from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Frederick Stueck, 
and Arthur Kline 


MOON LAKE ELECTRIC ASSOCIATION, INC.—PROJECT NO. 1773 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued January 18, 1957) 


Application was filed February 27, 1956, by Moon Lake Electric Association, 
Inc., of Altamont, Utah, licensee for major project No. 1773, for further amend- 
ment of its license for the project located on East Fork of Lake Fork of Duehesne 
River in Duchesne County, Utah, and occupying lands of the United States within 
Ashley National Forest and Uintah and Ouray Indian Reservation. 

The application seeks to include in the license a new 7.41-mile-long, 69-kilovolt 
transmission line which will generally parallel and replace the existing 7.23-mile- 
long, 12.5-kilovolt transmission line from the licensee’s powerhouse to the point 
of connection with the licensee’s distribution system. The new line will enhance 
the operation of the project by reducing the line losses from the hydro plant to 
a new 69-kilovolt network through the licensee’s system. 

The licensee submitted prints with the application showing the location of 
the new 69-kilovolt transmission line and authorized the Commission’s staff to 
make the appropriate changes on exhibit K-—1 of the license so that this exhibit 
is now designated and described as follows: 


Erhibit K-1 (F. P. C. No. 1773-11) 


Revised: Power and telephone lines (revised to show location of new 69-kv. 
transmission line). 

The new 69-kilovolt transmission line crosses approximately 6.08 miles of 
Uintah and Ouray Indian tribal lands with the right-of-way width increased 
from 25 feet to 50 feet. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
who has supervision over Uintah and Ouray Indian Reservation, in reporting 
on the application, recommended that there be an annual charge of $5 per mile 
for the use of the Indian tribal lands, thereby making a total annual charge of 
$30.40 for the new line. This recommendation has been approved by the Indian 
tribal council. This amount of $30.40 added to the existing annual charge of 
$30.95 for the telephone line right-of-way would increase the annual charge for 
recompensing the United States for the use, occupancy, and enjoyment of Uintah 
and Ouray Indian tribal lands used for transmission line and telephone line 
right-of-way from $60.10 to $61.35 as hereinafter provided. 


The Commission finds: 


(1) The relocated transmission line with increased capacity is part of a project 
within the meaning of section 3 (11) of the Federal Power Act and, therefore, 
is within the licensing authority of the Commission. 
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(2) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Uintah and Ouray Indian 
Reservation was created or acquired and will not alter any of the basic facts 
upon which the license was issued. 

(3) Public notice of the filing of the application for amendment has been given 
as required by the Federal Power Act. 

(4) The charge specified in paragraph D of article 23 of the license, as 
amended, should be adjusted to provide for recompensing the United States for 
the use, occupancy, and enjoyment of Uintah and Ouray Indian Reservation and 
such adjusted charge is reasonable as hereinafter fixed. 

(5) Exhibit K-1 Revised (F. P. C. No. 1773-11), as revised by the Commis- 
sion’s staff pursuant to authority received from the licensee, conforms substan- 
tially to the Commission’s rules and regulations and should be approved as part 
of the license for the project as hereinafter provided. 


The Commission orders: 


(A) Exhibit K-1 Revised (F. P. C. No. 1773-11) is approved as part of the 
license for project No. 1773 as hereinafter further amended. 

(B) The license for major project No. 1773, as amended, is further amended, 
effective as of January 1, 1956, as follows: 

PARAGRAPH I. Subparagraph (5) of paragraph C of article 2 of the license, 
as amended, is further amended to read as follows: 

(5) A 69-kilovolt transmission line extending approximately 7.41 miles from 
the powerhouse to the point of connection with the licensee’s distribution system 
on the south line of T. 1 N., R. 4 W., Uintah meridian, and occupying a 50-foot 
right-of-way across Uintah and Ouray Indian Reservation; and 

PARAGRAPH II. Article 23 of the license, as amended, is further amended by 
changing the amount of $60.10 in paragraph D thereof to $61.35. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license for project No. 1773 in any other respect, and shall not in 
any way constitute a waiver of any other part, provision, or condition of the 
license as heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of the license. In acknowledgment of the acceptance 
of this amendment of the license, this instrument shall be signed for the licensee 


and returned to the Commission within 60 days from the date of issuance of this 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


PORTLAND GENERAL ELECTRIC CO.—PROJECT NO. 2195 
ORDER ISSUING LICENSE (MAJOR) 


(Issued January 18, 1957) 


Application was filed October 31, 1955, and amended December 5, 1955, and 
June 28, 1956, by Portland General Electric Co., of Portland, Oreg. (applicant), 
for a license under section 4 (e) of the Federal Power Act (hereinafter referred 
to as the act) for proposed major project No. 2195, to be known as the North 
Fork hydroelectric project, and located in Clackamas County, Oreg., and affect- 
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ing Oregon and California revested lands and lands of the United States within 
Mount Hood National Forest. 

The Secretary of the Army and the Chief of Engineers have reported favorably 
on the application subject to the inclusion in any license of a condition in the 
interest of downstream flood-control channel improvements substantially as 
hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mount Hood National Forest, has reported favorably on 
the application subject to the inclusion in any license of a condition in the in- 
terest of fish and wildlife resources substantially as hereinafter provided. 

The Secretary of the Interior has reported favorably on the application subject 
to the inclusion in any license of conditions in the interests of fish and wildlife 
resources and in the development of a recreational public use plan substantially 
as hereinafter provided. 

Pursuant to petition therefor, the Commission, by its order issued April 17, 
1956, permitted the State of Oregon to intervene in this proceeding in opposi- 
tion to the application for license. However, by telegram received in the Com- 
mission on August 24, 1956, the State of Oregon advised that it withdraws its 
objections to proposed project No. 2195, provided terms and conditions of a 
written agreement, dated and executed on August 21, 1956, by applicant and 
the Fish and Game Commissions of Oregon, are incorporated as part of any 
license for the project as hereinafter provided. 


The Commission finds : 

(1) The project will occupy lands of the United States. 

(2) The proposed project will consist of : 

(a) All lands constituting the project area and enclosed by the project 
boundary, or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; the general location of such project area being shown and described by 
a certain exhibit which formed part of the application for license and which 
is designated and described as follows: 


Exhibit J 
FPC No. Drawing No. Showing— 


(2195-23) Revised June 25, 1956________- F—140766__._._._. General map. 


(b) All project works consisting of— 

A concrete variable radius arch dam in Section 11, T. 4 8., R. 4 E., W. M., to be 
constructed to elevation 670 feet with a chute spillway adjacent to the right 
abutment having fixed crest at elevation 630 feet and control gates in the spill- 
way section to raise the reservoir to normal pool elevation 665 feet; a reservoir 
about 4 miles long containing 7,700 acre-feet usable storage capacity; two steel 
penstocks through the base of the dam leading to the powerhouse; a powerhouse 
at the base of the dam with installation of two units each consisting of a 34,500- 
horsepower turbine connected to a 19,200-kilowatt generator; a substation and 
switchyard; a single-circuit, 115-kilovolt transmission line from the substation 
to a switchyard near Faraday; two 115-kilovolt transmission lines from the 
switchyard near Faraday to Oregon City; a fish ladder; and appurtenant facili- 
ties; the location, nature, and character of which are more specifically shown 
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and described by the exhibit hereinbefore cited and by certain other exhibits 
which also formed part of the application for license and which are designated 
and described as follows: 


Exhibit L 
Sheet No. FPC No. Drawing No. Showing— 
1 (June 4, 1956) 2195-14 F-140773 General plan. 
vised). 
2 (June 4, 1956) 2195-15 F-140776__.._ General plan, sections. 
vised). 
3 (June 1956) 2195-16 F-140777_._.. Arch dam. 
vised). 
(June 1956) 2195-17 F-140774___. Powerhouse plans and sec- 
vised). tions. 
(June 1956) 2195-18 F-140775_... Cross section of power- 
vised). house and intake, 


Echibit M 


Statement in one sheet entitled “General Description of and Specifications for 
Mechanical, Electrical, and Transmission Equipment” received in the Com- 
mission June 28, 1956. 

(ce) All other structures, fixtures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property is approved or acquiesced 
in by the Commission; also, all riparian or other rights, the use or possession 
of which is necessary or appropriate in the maintenance or operation of the 
project. 

(3) The following transmission facilities included in the application for 
license are parts of the project herein authorized within the meaning of section 
3 (11) of the act: 

1. The three single-phase, 17,500-kilovolt-ampere, 120 Y/69.3/13.2-kilovolt 
transformers which will function as the step-up substation for the project plant; 

2. The single-circuit, 115-kilovolt transmission line from the substation to a 
new switchyard located near Faraday ; 

3. Proposed switchyard near Faraday; 

4. Two proposed 115-kilovolt transmission lines from the proposed switchyard 
to Oregon City. 

(4) The applicant is a corporation organized and existing under the laws of 
the State of Oregon and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project. 

(5) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application for a license. 

(6) The applicant has submitted satisfactory evidence of its financial ability to 
construct and operate the project. 

(7) The issuance of a license as hereinafter provided will not affect the 
development of any water resources for public purposes which should be under- 
taken by the United States. 

(8) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes of any withdrawal of public lands 
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or with the purposes for which the Mount Hood National Forest was created or 
acquired. 

(9) The proposed project is best adapted to a comprehensive plan for the 
improvement and utilization of waterpower development, and for other beneficial 
public uses, including recreational purposes. 

(10) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of part I 
of the act is reasonable as hereinafter fixed and specified. 

(11) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative an- 
nual charge is 51,200 horsepower. 

(12) It is desirable to reserve for future determination the amount of annual 
charges to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands, as hereinafter provided. 

(183) The J, L, and M exhibits described in finding (2) above conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project, while exhibits F and K described therein—in conform- 
ance with the Commission’s rules and regulations—should be resubmitted as 
hereinafter provided. 

The Commission orders: 

(A) This license is issued to Portland General Electric Co., of Portland, 
Oreg. (licensee), under section 4 (e) of the act for a period of 50 years, effective 
September 1, 1956, for the construction, operation, and maintenance of project 
No. 2195 upon the Clackamas River and affecting Oregon and California re- 
vested lands and lands of the United States within Mount Hood National Forest, 
subject to the terms and conditions of the act which is incorporated by ref- 
erence as a part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in form 
L-2, December 15, 1953, entitled “Terms and Conditions of License for Uncon- 
structed Major Project Affecting Lands of the United States,” and which terms 
and conditions are attached hereto and made a part hereof; and subject to the 
following special conditions set forth herein as additional articles: 

Article 25. The licensee shall commence construction of the North Fork Hydro- 
electric project works within 1 year from the date of issuance of this license 
and shall in good faith and with due diligence complete such construction within 
8 years from the date of issuance of this license. 

Article 26. The licensee shall operate the North Fork Hydroelectric project in 
conjunction with licensees’ other downstream plants in such a manner that will 
not increase the existing magnitude of discharge fluctuations in the stream 
below River Mill dam in the interest of downstream flood-control channel 
improvements. 

Article 27. The licensee shall prior to impounding water in the North Fork 
dam reservoir clear all lands in the bottom and margin of the reservoir between 
contour elevations 627 and 665 feet, and shall dispose of all temporary structures, 
unused timber, brush, refuse, or inflammable material resulting from the clearing 
of the lands or from the construction and maintenance of the project works. 
In addition, all trees along the margins of the reservoir which may die from 
operation of the reservoir shall be removed. The clearing of the lands and 
the disposal of the material shall be done with due diligence and to the satis- 
faction of the authorized representative of the Commission. 

Articie 28. The licensee shall cooperate with the State park development of 
the Oregon State Highway Commission and the United States Forest Service 
in the development of a recreational public use plan. 
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Article 29. The licensee shall construct, operate, and maintain such protective 
devices, including fish passage facilities, and comply with such reasonable 
modifications in project structures and operation in the interest of fish and wild- 
life resources in connection with the project as may be subsequently prescribed 
by the Commission upon recommendation of the Secretary of the Interior, the 
United States Forest Service, and the Oregon Fish and Game Commissions. 
In addition, the Commission may, upon recommendation of the aforesaid 
agencies, require the licensee, after notice and opportunity for hearing, to re- 
serve from public access such project waters and adjacent project lands owned 
by the licensee and to acquire or arrange for the acquisition of such other lands 
as may be reasonably necessary for the protection and management of fish and 
wildlife resources affected by the project. 

Article 30. The licensee shall coordinate the operations of the North Fork 
hydroelectric project with the operations of downstream irrigation facilities of 
the Clackamas project, when constructed by the United States, in such manner 
as may be prescribed by the Commission upon recommendations of the Secretary 
of the Interior. 

Article 31. The licensee shall within 1 year from the date of issuance of the 
license file revised exhibits F and K covering entire project area including 
project transmission lines prepared in conformity with the Commission’s rules 
and regulations. 

Article 32. The licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, 1 cent per horsepower of the authorized installed 
capacity (51,200 horsepower), plus 2% cents per 1,000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, including those used for transmission line right-of- 
way purposes, an amount to be hereafter determined by the Commission. 

(C) The exhibits referred to in finding (13) above as conforming to the Com- 
mission’s rules and regulations are approved as part of this license. 

(D) The above referred to “agreement” between the licensee and. the Fish 
and Game Commissions of Oregon, dated August 21, 1956, is approved insofar as 
necessary to effect the purposes of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


FORM L-2 


Terms and Conditions of License For Unconstructed Major Project Affecting 
Lands of the United States 


December 15, 1953 


Article 1. The entire project, as described in the order of the Commission, shall 
be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
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Commission in its order as a part of the license until such change shall have 
been approved by the Commission: Provided, however, that if the license or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits thereto- 
fore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in article 2 herein or as changed in accord- 
ance with the provisions of said article. Except when emergency shall require 
for the protection of life, health, or property, no substantial alteration or addi- 
tion not in conformity with the approved plans shall be made to any dam or 
other project works under the license without the prior approval of the Com- 
mission; and any emergency alteration or addition so made shall thereafter 
be subject to such modification and change as the Commission may direct. 
Minor changes in the project works or divergence from such approved exhibits 
may be made if such changes will not result in decrease in efficiency, in material 
increase in cost, or in impairment of the general scheme of development; but any 
of such minor changes made without the prior approval of the Commission, which 
in its judgment have produced or will produce any of such results, shall be sub- 
ject to such alteration as the Commission may direct. The licensee shall comply 
with such rules and regulations of general or special applicability as the Com- 
mission may from time to time prescribe for the protection of life, health, or 
property. 

Article 4. The construction, operation, and maintenance of the project and any 
work incident to additions or alterations, whether or not conducted upon lands 
of the United States, shall be subject to the inspection and supervision of the 
Regional Engineer, Federal Power Commission, in the region wherein the project 
is located, or of such other officer or agent as the Commission may designate, 
who shall be the authorized representative of the Commission for such purposes. 
The licensee shall furnish the said representative such information as he may 
require concerning the construction, operation, and maintenance of the project, 
and of any alteration thereof, and shall notify him of the date upon which work 
will begin, and as far in advance thereof as said representative may reasonably 
specify, and shall notify him promptly in writing of any suspension of work for 
a period of more than one week, and of its resumption and completion. The 
licensee shall allow him and other officers or employees of the United States, 
showing proper credentials, free and unrestricted access to, through, and across 
the project lands and project works in the performance of their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the licensee shall submit to the Commission for approval 
revised maps, plans, specifications, and statements insofar as necessary to show 
any divergence from or variations in the project area and project boundary as 
finally located or in the project works as actually constructed when compared 
with the area and boundary shown and the works described in the license or 
in the maps, plans, specifications, and statements approved by the Commission, 
together with a statement in writing setting forth the reasons which in the 
opinion of the licensee necessitated or justified variations in or divergence from 
the approved maps, plans, specifications, and statements. Such revised maps, 
plans, specifications, and statements shall, if and when approved by the Com- 
mission, be made a part of the license under the provisions of article 2 hereof. 
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Article 6. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the ef- 
fective head on the turbines, the licensee shall install and thereafter maintain 
such gages and steam-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required read- 
ings of such gages and for the adequate rating of such stations. The licensee 
shall also install and maintain standard meters adequate for the determination 
of the amount of electric energy generated by said project works. The number, 
character, and location of gages, meters, or other measuring devices, and the 
method of operation thereof, shall at all times be satisfactory to the Commission 
and may be altered from time to time if necessary to secure adequate deter- 
minations, but such alteration shall not be made except with the approval of the 
Commission or upon the specific direction of the Commission. The installation 
of gages, the ratings of said stream or streams, and the determination of the 
flow thereof, shall be under the supervision of, or in cooperation with, the Dis- 
trict Engineer of the United States Geological Survey having charge of stream- 
gaging operations in the region of said project, and the licensee shall advance to 
the United States Geological Survey the amount of funds estimated to be neces- 
sary for such supervision or cooperation for such periods as may be mutually 
agreed upon. The licensee shall keep accurate and sufficient record of the fore- 
going determinations to the satisfaction of the Commission, and shall make 
return of such records annually at such time and in such form as the Commission 
may prescribe. 

Article 7. In the construction and maintenance of the project, the location and 
standards of roads and trails, and other land uses including the location and 
condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities 
shall be subject to the approval of the department or agency of the United 
States having supervision over the lands involved. 

Article 8. In the construction and maintenance of the project works, the li- 
censee shall place and maintain suitable structures and devices to reduce 
to a reasonable degree the liability of contact between its transmission lines, 
and telegraph, telephone, and other signal wires or power transmission lines 
constructed prior to its transmission lines and not owned by the licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstructing 
traffic and endangering life on highways, streets, or railroads. 

Article 9. The licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility in- 
stalled or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of the 
United States in administering the lands under its jurisdiction. None of the 
provisions of this article is intended to relieve the licensee from any responsi- 
bility or requirement which may be imposed by other lawful authority for avoid- 
ing or eliminating inductive interference. 

Article 10. The licensee shall prior to impounding water clear all lands in the 
bottoms and margins of reservoirs up to high-water level, shall clear and keep 
clear to an adequate width lands of the United States along open conduits, and 
shall dispose of all temporary structures, unused timber, brush, refuse, or in- 
flammable material resulting from the clearing of the lands or from the construc- 
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tion and maintenance of the project works. In addition, all trees along the 
margins of reservoirs which may die from operation of the reservoir shall be 
removed. The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized representative 
of the Commission. 

Article 11. The licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear of 
new growth, all refuse, and inflammable material to the satisfaction of such 
officer; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of waste 
material shall be set except with the prior written consent of the officer of the 
United States in charge of the lands as to time and place. 

Article 12. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the United 
States having jurisdiction over said lands; and all slash and debris resulting from 
the cutting or destruction of such timber shall be disposed of as the officer of such 
agency may direct. 

Article 13. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do every- 
thing reasonably within their power, both independently and upon request of 
officers of the agency of the United States concerned, to prevent, make advanced 
preparations for suppression, and suppress fires on lands occupied under the 
license. 

Article 14. The operations of the licensee so far as they affect the use, storage, 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes; 
and the licensee shall release water from the project reservoir at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, as 
the Commission may prescribe for the purposes hereinbefore mentioned. 

Article 15. The licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying 
lands of the United States under permit, of water for fire suppression from any 
stream, conduit or body of water, natural or artificial, used by the licensee in the 
operation of the project works covered by the license, or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body 
of water, natural or artificial, used by the licensee in the operation of the project 
works covered by the license. 

Article 16. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the works appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruction, 
or by reconstruction or repair of damaged property, or otherwise, shall be made 
with the appropriate department or agency of the United States. 
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Article 17. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the licensee for the purpose of full 
public utilization of such lands and waters for navigation and recreational pur- 
poses, including fishing and hunting, and shall allow to a reasonable extent for 
such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
be subject to payment of rent to the licensee in a reasonable amount: Provided, 
that the licensee may reserve from public access, such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the protec- 
tion of life, health, and property and Provided further, that the licensee’s con- 
sent to the construction of access roads, wharves, landings, and other facilities 
shall not without its express agreement place upon the licensee any obligation 
to construct or maintain such facilities. 

Article 18. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the proj- 
ect lands, conduits, chutes, ditches, railroads, roads, trails, telephone and power 
lines, and other means of transportation and communication not inconsistent 
with the enjoyment of said lands by the licensee for the purposes stated in the 
license. This article shall not be construed as conferring upon the licensee any 
right of use, occupancy, or enjoyment of the lands of the United States other 
than for the construction, operation, and maintenance of the project as stated 
in the license. 

Article 19. There is reserved to the appropriate department or agency of the 
United States, or of the state or county involved, the right to take over, main- 
tain, and supervise the use of any project road as a public road after construc- 
tion of the project works is completed. 

Article 20. The actual legitimate original cost of the original project, and of 
any addition thereto or betterment thereof, shall be determined by the Commis- 
sion in accordance with the act and the Commission’s rules and regulations 
thereunder. 

Article 2r. After the first 20 years of operation of the project under the license, 
6 percent per annum shall be the specified rate of return on the net investment 
in the project for determining surplus earnings of the project for the establish- 
ment and maintenance of amortization reserves, pursuant to section 10 (d) of 
the act; one-half of the project surplus earnings, if any, accumulated after the 
first 20 years of operation under the license, in excess of 6 percent per annum 
on the net investment, shall be set aside in a project amortization reserve account 
as of the end of each fiscal year, provided that, if and to the extent that there is 
a deficiency of project earnings below 6 percent per annum for any fiscal year 
or years after the first 20 years of operation under the license, the amount of 
such deficiency shall be deducted from the amount of any surplus earnings ac- 
cumulated thereafter until absorbed, and one-half of the remaining surplus 
earnings, is any, thus cumulatively computed, shall be set aside in the project 
amortization reserve account; and the amounts thus established in the project 
amortization reserve account shall be maintained therein until further order of 
the Commission. 

Article 22. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
erating, transmitting, or distributing power shall be made without the prior 
written approval of the Commission; and the Commission may, if in its judg- 
ment the situation warrants, require that all the conditions of the license, of the 
act, and of the rules and regulations of the Commission shall be applicable to 
such property so leased to the same extent as if the lessee were the licensee: 
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Provided, that the provisions of this article shall not apply to parts of the project 
or project works which may be used by another jointly with the licensee under 
a contract or agreement whereby the licensee retains the occupancy, possession, 
and control of the property so used and receives adequate consideration for such 
joint use, or to leases of land while not required for purposes of generating, 
transmitting, or distributing power, or to buildings or other property not built 
or used for said purposes, or to minor parts of the project or project works, the 
leasing of which will not interfere with the usefulness or efficient operation of 
the project by the licensee for such purposes. 

Article 23. The licensee, its successors and assigns shall, during the period 
of the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the develop- 
ment, transmission, and distribution of power therefrom will be voluntarily sold, 
transferred, abandoned, or otherwise disposed of without the approval of the 
Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in section 14 of the act, 
or is transferred to a new licensee under the provisions of section 15 of the 
act, the licensee, its successors and assigns will be responsible for and will make 
good any defect of title to or of right of user in any of such project property which 
is necessary or appropriate or valuable and serviceable in the maintenance and 
operation of the project, and will pay and discharge, or will assume responsibility 
for payment and discharge, of all liens or incumbrances upon the project or 
project property created by the licensee or created or incurred after the issuance 
of the license: Provided, that the provisions of this article are not intended to 
prevent the abandonment or the retirement from service of structures, equip- 
ment, of other project works in connection with replacements thereof when they 
become obsolete, inadequate, or inefficient for further service due to wear and 
tear, or to require the licensee, for the purpose of transferring the project to the 
United States or to a new licensee, to acquire any different title to or right of user 
in any of such project property than was necessary to acquire for its own pur- 
poses as licensee. 

Article 24. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and Arthur Kline 


NATURAL GAS PIPELINE COMPANY OF AMERICA—DOCKET NO. G—4280 
SUNRAY MID-CONTINENT OIL CO.—DOCKET NO. G-4281 
WARREN PETROLEUM CORP.—DOCKET NO. G—4282 
OIL DRILLING, INC. ET AL.—DOCKET NO. G-4283 
LONE STAR GAS CO.—DOCKET NO. G-8763 


ORDER AMENDING OPINION NO. 299 AND ACCOMPANYING O8DER 
(Issued January 22, 1957) 


On December 28, 1956, Sunray Mid-Continent Oil Co. filed with the Commission 
a motion to amend the certificate of public convenience and necessity issued to 
Mid-Continent Petroleum Corp. by paragraph (B) of opinion No. 299 and 
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accompanying order issued December 4, 1956, 16 F. P. C. 80, in these proceedings, 
to be in the name of Sunray Mid-Continent Oil Co. As grounds therefor, movant 
sets forth that on June 27, 1955, Mid-Continent Petroleum Corp., applicant in 
docket No. G—4281, filed with the Commission a “Notice of Succession,” requesting 
that the certificate application theretofore filed under the name of Mid-Continent 
Petroleum Corp. in the said docket be amended to show “Sunray Mid-Continent 
Oil Co.” as the applicant’s correct name, by reason of the merger of Mid-Continent 
Petroleum Corp. into another corporation, Sunray Oil Corp., effective on May 16, 
1955, and the change in name of the surviving corporation to Sunray Mid-Contin- 
ent Oil Co. 


The Commission orders: 


Paragraph (B) of the Commission’s opinion No. 299 and accompanying order, 
issued December 4, 1956, in the above-entitled proceeding, is hereby amended to 
provide for the issuance of the certificate of public convenience and necessity as 
therein provided and as more fully set forth in the said opinion and order, to the 
applicant in docket No. G-4281 by applicant’s changed name, being Sunray Mid- 
Continent Oil Co. instead of Mid-Continent Petroleum Corp. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


TRANSCONTINENTAL GAS PIPE LINE CORP.—DOCKET NO. G—11525 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 24, 1957) 


Transcontinental Gas Pipe Line Corp. (applicant), a Delaware corporation 
with principal place of business at Houston, Tex., filed in docket No. G—11525 
on November 23, 1956, as supplemented December 38, 1956, and December 17, 1956, 
an application for a certificate of public convenience and necessity pursuant to 
section 7 (c) of the Natural Gas Act, authorizing applicant to render service 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the application. 

Applicant proposes to construct and operate, as an integral part of its exist- 
ing natural-gas system, certain natural-gas facilities as hereinafter described 
which are necessary to the delivery and sale of natural gas in interstate com- 
merce by applicant, and, to sell and deliver additional natural gas in interstate 
commerce to the city of Shelby, N. C. (Shelby), for resale by said city. 

The facilities proposed to be constructed and operated by applicant consist of 
an additional 2,500 horsepower to be installed at its mainline compressor sta- 
tion No. 6 in southeastern Louisiana, and an additional 2,500 horsepower to be 
instlaled at its main line compressor station No. 8 in southern Mississippi. These 
new facilities will be utilized to increase applicant’s presently authorized maxi- 
mum deliveries of natural gas to Shelby from 2,156 Mcf per day to 5,951 Mcf per 
day so as to permit Shelby to sell up to 3,500 Mcf per day on a firm basis to the 
Pittsburgh Plate Glass Co. (Pittsburgh) for use in the manufacture of glass 
fibers in a plant to be constructed nearby, and to enable Shelby to meet its own 
anticipated increased needs of 295 Mcf per day. The additional compressor units 
will assure spare horsepower in compressor stations 6 and § to give applicant’s 
system additional flexibility. 
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The major part of the increased allocation will be resold by Shelby to Pitts- 
burgh for use in the new fiberglass factory upon which construction is to com- 
mence in the spring of 1957 with completion scheduled on or about July 1, 1958. 

Shelby’s estimated total peak-day and annual requirements are as follows (in 
Mef at 14.73 psia) : 


1957 1958 1959 
FOG GHW. oc occas nies tei ceseasanliog 1, 343 5, 509 5, 951 
POI is isis sc nits assis RUBS ale ek GRR 87,268 765,883 1, 437, 159 


Applicant has estimated the overall capital cost of constructing and installing 
the necessary facilities required to provide the proposed increased service at 
$1,375,000, which will be financed temporarily by short-term bank loans, and 
subsequently by the issuance of bonds to the extent of 60 percent of the eost of 
the facilities, with the balance being financed by company funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 17, 1957, respecting the matters involved in and the issues presented by 
the application. The North Carolina Utilities Commission filed a notice of inter- 
vention on December 20, 1956, and the city of Shelby, N. C., filed a petition to in- 
tervene on January 2, 1957, both favoring the granting of the application. No 
petition to intervene in opposition to the granting of the application or protest 
to the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the 
Commission render a decision herein pursuant to section 1.30 (c) (1) of the 
Commission’s rules of practice and procedure. 


The Commission finds: 


(1) The applicant, Transcontinental Gas Pipe Line Corp., is engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing pipeline 
system, and therefore, are subject to the requirements of subsections (¢c) and 
(e) of section 7 of the Natural Gas Act. 

(3) The proposed additional sale of natural gas by applicant to the city of 
Shelby, N. C., as hereinbefore described and as more fully described in the ap- 
plication, will be made in interstate commerce, and therefore, said sale is subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(5) The construction and operation by applicant of the facilities described in 
paragraph (2) hereof and the sale of natural gas by applicant as described in 
paragraph (3) hereof are required by the public convenience and necessity, and 
therefore, applicant’s request for a certificate of public convenience and necessity 
should be granted and applicant authorized to perform the aforesaid acts, 
operations, and service as hereinafter ordered and conditioned. 

(6) The request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
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having been denied by the Commission, is granted pursuant to section 1.30 (c) 
(1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant as hereinafter conditioned, authorizing the construction 
and operation of the facilities described in findings (2) and (5) hereof and the 
sale of natural gas as described in finding (3) and (5) hereof. 

(B): The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect, unless refused in writing and under oath by applicant 
within 30 days from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates set forth in subsections (b), (c) (3), (c) 
(4), and (e) of section 157.20 of the Commission’s regulations under the Natural 
Gas Act. 

(D) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed and they shall be ready for actual operation by applicant 
within 10 months of the date of this order, and the operation, service, and sale 


also authorized by said paragraph shall be undertaken and regularly performed 
by applicant or or before July 1, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


OKLAHOMA NATURAL GAS CO. AND CONSOLIDATED GAS UTILITIES 
CORP.—DOCKET NO. G-—9583 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1957) 


Oklahoma Natural Gas Co. (Oklahoma Natural), filed on June 11, 1956, a 
petition for clarification of the Commission’s order issued May 17, 1956, in 
docket No. G—9583, 15 F. P. C, 1415. 

The order permitted the joint applicants in the above-entitled proceeding to 
exchange natural gas on a temporary basis, until April 1, 1957, and also provided 
that Oklahoma Natural be relieved of any necessity to file form No. 2, Annual 
Reports, as might be required by the Commission’s general rules and regula- 
tions, because of the short-term nature of the arrangement. Oklahoma Natural 
is not a natural-gas company within the meaning of the Natural Gas Act other 
than by reason of the short-term operation authorized by the Commission’s 
order issued May 17, 1956. 

Oklahoma Natural now requests that the Commission modify its order to 
make it clear that it need not file form 2 reports and also need not comply with 
the Commission’s uniform system of accounts. 


The Commission finds: 


It is in the public interest and it is appropriate in carrying out the provisions 
of the Natural Gas Act to amend, as hereinafter ordered, the order of the Cam- 
mission, issued in this proceeding on May 17, 1956, in docket No. G—9583. 


The Commission orders: 


(A) Paragraph (D) of the Commission’s order issued on May 17, 1956, in 
docket No. G—9583 be and the same is hereby amended to read: 
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Oklahoma Natural Gas Co. be and is hereby relieved of any necessity to com- 
ply with the Commission’s uniform system of accounts and to file reports which 
might be required by the Commission’s rules and regulations. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


TEXAS-ILLINOIS NATURAL GAS PIPELINE CO.—DOCKET NO. G—9748 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1957) 


Texas-Illinois Natural Gas Pipeline Co. (applicant), a Delaware corporation 
with its principal place of business at Chicago, IIl1., filed on December 7, 1955, an 
application which was supplemented January 6, 1956, for a certificate of public 
convenience and necessity pursuant to section 7 (c) of the Natural Gas Act, 
authorizing it to render service as hereinafter described, subject to the jurisdic- 
tion of the Commission, all as more fully represented in the application. 

Applicant proposes to construct and operate, as an integral part of its existing 
natural-gas pipeline system, a 6-inch lateral pipeline of approximately 8,000 feet 
in length extending from a point on its existing lateral pipeline in the Heyser 
field, Victoria County, Tex., to the Bloomington field, Victoria County, Tex., and 
a metering station located at a central point in the said Bloomington field. 

These facilities are for the purpose of transporting natural gas to be pur- 
chased from the Amerada Petroleum Corp. No additional markets are proposed 
to be served. The latter Corporation was issued a certificate of public con- 
venience and necessity in docket No. G-9728. 

The estimated cost of the above facilities is $60,800, which is to be met by 
applicant from funds on hand. The gas supply which will become available by 
the operation of the proposed facilities is reasonably adequate to justify the con- 
struction of the proposed facilities. 

Pursuant to due notice, public hearing was held in Washington, D. C., on Jan- 
uary 22, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest of the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission rend- 
ered a decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules 
of practice and procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and there- 
fore, is a natural-gas company within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described and as more fully described in the 
application, which are proposed to be constructed and operated by applicant will 
be used in or for the transportation and sale of natural gas subject to the juris- 
diction of the Commission as an integral part of applicant’s existing natural gas 
pipeline system, and therefore, are subject to the requirements of subsections 


(c) and (e) of section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation by applicant of the facilities described in 
paragraph (2) hereof are or will be required by the public covenience and neces- 
sity, and therefore, applicant’s request for a certificate of public convenience 
and necessity should be granted and applicant authorized to perform the afore- 
said acts, operations, and service as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c) 
(1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant to construct and operate the facilities hereinbefore de- 
scribed and as more fully set forth in the application, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) There shall attach to issuance of this certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general con- 
ditions applicable to certificates as set forth in subsections (a), (b), (c), and 
(e) of section 157.20 of the Commission’s regulations under the Natural Gas 
Act. 

(C) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed within 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


COLORADO INTERSTATE GAS CO.—DOCKET NO. G-—10850 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND AUTHORIZING ABANDONMENT OF FACILITIES 


(Issued January 25, 1957) 


Colorado Interstate Gas Co. (applicant), a Delaware corporation with prin- 
cipal place of business at Colorado Springs National Bank Building, Colorado 
Springs, Colo., filed in docket No. G—10850, on August 2, 1956, as supplemented 
September 4 and November 26, 1956, an application pursuant to section 7 of the 
Natural Gas Act (act), for a certificate of public convenience and necessity 
authorizing it to construct and operate certain proposed natural-gas transmission 
facilities, and for permission and approval to abandon certain existing facilities, 
all as hereinafter described, subject to the jurisdiction of the Commission, all 
as more fully represented in the application which is on file with the Com- 
mission and open for public inspection. 

Applicant proposes to abandon by sale and transfer certain existing facilities 
located in or near Denver, Pueblo, and Canon City, Colo., to Public Service Com- 
pany of Colorado, Pueblo Gas & Fuel Co., and The Greeley Gas Co., distributing 
customers serving these areas, in order for applicant to consolidate its measur- 
ing facilities outside the respective city limits, so that these customers will again 
ibe receiving town-border deliveries. Because of the rapid growth of the areas 
involved, applicant’s present high-pressure transmission facilities and meter 
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stations, proposed to be transferred, have become surrounded by residences, 
schools, and busy streets, and are causing hazardous conditions. After transfer, 
the facilities involved will be operated at distribution pressures, thus relieving 
such situation. 

Applicant also proposes to transfer certain facilities located in or near Pueblo 
to the Colorado Fuel & Iron Corp. in order to establish a new delivery point 
outside the security fences surrounding that plant so that its measuring facili- 
ties can be accessible during any future labor disturbances. In addition to the 
facilities to be transferred, certain other facilities are proposed to be retired from 
gas plant service, and salvaged or abandoned in place. 

The facilities in the Denver area which applicant proposes to transfer to 
Public Service Company of Colorado consist of approximately 15.2 miles of 
pipelines varying in size from 8 inch to 20 inch in diameter and 6 metering and 
regulating stations. In the Pueblo area, 3.1 miles of the 8-inch North Pueblo 
lateral is proposed to be transferred to Pueblo Gas & Fuel Co., as well as the 
north and south Pueblo meter stations. Applicant proposes to transfer to 
Colorado Fuel & Iron in this same area certain pipe and other facilities in or 
near applicant’s Colorado Fuel & Iron meter station, upon the completion by 
applicant of its proposed new South Pueblo meter station (which will permit 
measurement to Colorado Fuel & Iron and South Pueblo at one station). In 
the Canon City area, applicant proposes to transfer to the Greeley Gas Co. 
approximately 4,211 feet of 6-inch-diameter pipeline. 

Applicant also proposes to construct and operate the following new facilities: 

(1) A new meter station at Hampden Avenue in South Denver; this station 
will be remotely controlled from the East Denver control station and will be 
more economical to operate than the present South Denver Station, which will 
be transferred. 

(2) A new meter station 3.1 miles east of the existing station for North 
Pueblo. 

(3) A new South Pueblo meter station, to meter gas to both Pueblo Gas & 
Fuel Co. and to Colorado Fuel & Iron Corp. 

(4) 9.25 miles of 26-inch loop line from the East Denver control station to 
the new Hampden Avenue station in South Denver. 

(5) 26.4 miles of 8-inch pipeline looping the Portland, Colo., lateral serving 
the Portland-Florence-Canon City area. 

Applicant was previously granted a certificate at docket No. G—2120 to con- 
struct the 8-inch Portland loop; however, that certificate was subsequently 
canceled upon applicant’s request. Applicant’s deliveries have been increasing 
in the Portland area since January 1954 and conditions necessitate the new 
loop line. 

The 9.25 miles of 26-inch loop line is to extend from East Denver to South 
Denver and is required to meet increased demands in South Denver and on 
applicant’s Amarillo-Denver line. It will enable applicant to utilize gas that it 
will receive from Pacific Northwest Pipeline Corp. which could not be fully 
utilized without the proposed loop. 

All of the facilities which applicant proposes to transfer to the distribution 
companies and to Colorado Fuel & Iron will be sold at their net book value. 
As of June 30, 1956, the net book value of the facilities proposed to be transferred 
to the distribution companies amounted to $327,351 and, to Colorado Fuel & Iron, 
amounted to $5,069, and the value of the facilities to be salvaged or retired in 
place amounted to $6,791. The aggregate net book value of all facilities to be 
transferred, salvaged, or retired in place, was $339,211, as of June 30, 1956. 
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The total cost of the new facilities proposed to be constructed is estimated at 
$1,600,297, which includes $90,583 for general overheads and interest during 
construction. The funds required for construction of facilities will be provided 
from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 17, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) Colorado Interstate Gas Co. (applicant) is a “natural-gas company” with- 
in the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order of June 5, 1945, is docket No. G-294 (4 F. P. C. 936). 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline system, 
and the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed abandonment of facilities by applicant is required by the 
public convenience and necessity, and authorization and approval therefor should 
be granted, as hereinafter ordered. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of section 
157.20 of the Commission’s general rules and regulations, including the rules of 
practice and procedure, should attach to the issuance of the certificate referred 
to in paragraph (5) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 4 months from the date on which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record, and not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) Colorado Interstate Gas Co. be and hereby is granted permission and 
approval to abandon the facilities described herein, subject to the jurisdiction 
of the Commission, as more fully represented in the application in docket No. 
G—10850. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 





ing 1 
term 


(c) 

regu 
ance 
the: 


stru 
paré 
mon 


Bef 


FIN) 


its 

apr 
tio1 
aft 
rep 


cit 
dai 
nat 
rat 
Ap 
vel 


su] 
fac 


Ja 
th 
of 
th 


pr 
Tl 


co 
fo 
su 


se 







































FEDERAL POWER COMMISSION 75 


ing for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ec) (4), and (e) of section 157.20 of the Commission’s general rules and 
regulations, including rules of practice and procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (B) hereof, and to the exercise of 
the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (b) of section 157.20 of the Commission’s rules is hereby fixed at 4 
months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


TENNESSEE GAS TRANSMISSION CO.—DOCKET NO. G—11228 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 25, 1957) 


Tennessee Gas Transmission Co. (applicant), a Delaware corporation, with 
its principal place of business at Houston, Tex., filed on October 11, 1956, an 
application for a certificate of public convenience and necessity pursuant to sec- 
tion 7 (c) of the Natural Gas Act, authorizing it to render service as herein- 
after described, subject to the jurisdiction of the Commission, all as more fully 
represented in the application. 

Applicant proposes to increase its maximum daily sales of natural gas to the 
city of Morehead, Ky., from 700 M. c. f. per day to 3,000 M. c. f. per day with the 
daily average delivery to remain at approximately 700 M. c. f. per day. The 
natural gas will be sold under applicant’s GS-2 rate schedule instead of its CD-2 
rate schedule. No additional facilities are required to meet this added demand. 
Applicant’s gas supply is reasona’ iy adequate to meet such demand without ad- 
verse effect on its other customers and service. 

The need for the additional gas is occasioned by the rapidly depleted local gas 
supply of the city of Morehead and the unfeasibility of its underground storage 
facility. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
January 22, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and there- 
fore is a natural gas company within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(2) The proposed sale of natural gas by applicant to the city of Morehead, 
Ky., as described in the application will be made in interstate commerce, and 
therefore such sale is subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The sale of natura_ gas by applicant referred to will be required by the 
public convenience and necessity, and therefore applicant’s request for a cer- 
tificate of public convenience and necessity should be granted and applicant 
authorized to perform the aforesaid acts, operations, and service as hereinafter 
ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to section 1.30 (c) (1) 
of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant authorizing the sale of natural gas to the city of Morehead, 
Ky., as above referred to and as more fully set forth in the application, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) There is attached to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsections (a) and (e) of 
section 157.20 of the Commission’s regulations under the Natural Gas Act. 

(C) The certificate issued is further conditioned on applicant filing a super- 
seding GS-2 service agreement with the city of Morehead, Ky., which will permit 
the city to utilize its existing local supply of gas until exhausted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PUBLIC UTILITY DISTRICT NO. 1 OF COWLITZ COUNTY, WASH.— 
PROJECT NO. 2213 


ORDER MODIFYING ORDER ISSUING LICENSE (MAJOR) 
(Issued January 25, 1957) 


In its letter filed December 14, 1956, Public Utility District No. 1 of Cowlitz 
County, Wash. (applicant), to whom the Commission on November 29, 1956, 16 
F. P. C. 1281, issued a license for proposed project No. 2213 (Swift No. 2 project on 
Lewis River, Wash.) requests revision of article 19 of the license order to change 
the commencement of construction date from January 1, 1957, to April 1, 1957. 
Applicant stated in its letter that the date specified in article 19 for completion 
of construction would not be affected by its request. 

In support of its request, the applicant advises that while engineering and 
design work specifically related to the project is proceeding according to schedule, 
the applicant had not contemplated starting construction work by January 1, 
1957. 


Applicant has also filed application for rehearing on December 28, 1956, re- 
questing that article 25 of the license order be revised by adding at the end of 
the article the words “insofar as the licensee may legally do so.” Article 25 
requires that the applicant shall, in order to achieve maximum benefits and 
fullest utilization of the water resources involved, provide for hydraulic and 
electrical integration and coordination of project No. 2213 with the Northwest 
power pool. Applicant has advised that under Washington State laws, its 
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authority to contract to sell or interchange power and energy with others is 
limited to surplus power and energy after making adequate provision for the 
needs of applicant’s own service area. 

It was not our intention to require the applicant to operate project No. 2213 
ultra vires its enabling act. However, in view of applicant’s request, we will 
amend article 25 of our license order to specifically so provide. 


The Commission finds: 


It is appropriate and in the public interest to grant the applicant’s requests as 
hereinafter provided. 


The Commission orders: 


(A) Articles 19 and 25, respectively, of our order issued November 29, 1956, 
in this proceeding are modified to read as follows: 

Article 19. The licensee shall commence construction of Swift No. 2 project on 
or before July 1, 1957, and with due diligence shall complete the project works 
on or before June 1, 1959. 

Article 25. The licensee shall, in order to achieve maximum benefits and fullest 
utilization of the water resources involved, provide for hydraulic and electrical 
integration and coordination of project No. 2213 with the Northwest power pool: 
Provided, however, that nothing in this article shall be construed as requiring 
the licensee to operate project No. 2213 in conflict with the enabling act under 
which the licensee was organized and is operating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


TEXAS GAS TRANSMISSION CORP.—DOCKET NO. G-8828 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued January 28, 1957) 


Texas Gas Transmission Corp. (Texas Gas) filed a petition on December 14, 
1956, to amend its certificate of public convenience and necessity issued Decem- 
ber 30, 1955, in docket No. G-8828, as hereinafter described, all as more fully set 
forth in the petition. 

The certificate referred to above authorized the construction and operation of 
facilities by Texas Gas to increase its firm deliveries to existing customers by 
110,770 Mcf per day beginning during the 1956-57 heating season. 

The petition states that three of Texas Gas’ customers are not expected to 
develop as originally estimated and requests that the certificate be amended by 
relinquishing a total of 6,490 Mcf per day of firm gas in order to permit a realloca- 
tion of this capacity as required. The proposed relinquishments and totals are 
as tabulated below: 


Mef at 14.73 psia 


Resale customer | 
Firm daily | Relinquished 





allocation 
1. Hardinsburg Gas & Electric Co... pts ciate ooe tell 351 | 351 
2. MidSouth Gas Co. Fae oe ine Ze eet . 27, 378 | 1, 488 
3. Mississippi Valley Gas Co____..__.- 2 nbuldaditeepieiabdeasaaaneae 65, 463 | 4, 651 





93, 192 | 
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The petition states that Hardinsburg Gas & Hiectric Co. is unable to build its 
planned distribution system and consequently notified Texas Gas that it will 
drop its entire allocation. MidSouth and Mississippi Valley have also advised 
that their requirements for 1957-58 will be less by the amounts shown in the 
above tabulation. Letters from the respective parties are on file with the 
Commission. 

Service of the petition to amend, set forth above, has been made on all parties 
to this proceeding and no protest or other response has been received within 
the 10-day period allowed for such action. 


The Commission finds: 


It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered the order 
of the Commission, issued in this proceeding on December 30, 1955 in docket No. 
G-8828. 


The Commission orders: 


(A) The order of the Commission issued December 30, 1955, in docket No. 
G-—8828 be and the same is hereby amended to reduce the maximum daily volumes 
authorized therein as set forth in the above tabulation. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience anda 
necessity shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PACIFIC NORTHWEST PIPELINE CORP.—DOCKET NO. G-—10968 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 28, 1957) 


Pacific Northwest Pipeline Corp. (applicant), a Delaware corporation having 
its principal place of business in Salt Lake City, Utah, filed on August 24, 1956, an 
application and on November 6, 1956, a supplement thereto for a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of two main-line taps and measuring 
and regulating stations and to sell and deliver natural gas to Intermountain 
Gas Co., Inc. (Intermountain), for resale in the villages of Bancroft and Kim- 
berly, Idaho, subject to the jurisdiction of the Commission. 

Neither of the villages of Bancroft or Kimberly has gas service at present. 

Applicant proposes to construct a measuring and regulating station for each 
town to be located as follows: 

Bancroft meter station—approximately 6 miles south of the Bancroft 
city limits. 

Kimberly meter station—approximately 14% miles south of the Kimberly 
city limits. 

Applicant will finance the cost of construction out of current available funds. 
The estimated cost of the proposed facilities is $12,670 for Bancroft and $12,916 
for Kimberly. 

The estimated demands for Bancroft and Kimberly, respectively, are as 
follows: 
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Year of service () (2) @ | o_ (3) 
I en oe Oe ie ee ind aneeduieannnondeaaaina | 5, 738 7, 166 8, 482 
yy kee Nes a ad } 68 | 84 | 4 
Annual (Mcf).............- : 7 ae 16, 632 , 680 | 39, 361 
POMPOM. dan ccicauasktec.tte ck cckee cc decabeadoeeh ekes ww 182 | 395 | 444 





Intermountain has been granted a franchise for a period of 30 years by each 
of said villages to construct and operate a gas transmission and distribution 
system. Intermountain has also been granted a certificate (No. 219) by the 
Idaho Public Utilities Commission to render gas service in certain specified 
Idaho counties, including Caribou, in which Bancroft is located, and Twin Falls, 
in which Kimberly is located. 

Intermountain plans to build 5.13 miles of 2%-inch transmission line from 
the tap north to a town border station on the edge of Bancroft. It proposes to 
build the local distribution system for service to Bancroft at an estimated cost 
of $39,009 by the third year of service. Intermountain plans to build 1.3 miles 
of 3%4-inch transmission line to bring gas north from applicant’s main-line 
tap to a town border regulator station at Kimberly. Intermountain has es- 
timated that the cost of the lateral line and the distribution system will be 
$90,768 by the third year of service. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 10, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff counsel moved orally in the hearing that the 
intermediate decision procedure be omitted, and the Commission render a de- 
cision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of prac- 
tice and procedure. 


The Commission finds: 


(1) Pacific Northwest Pipeline Corp. (applicant), a Delaware corporation 
having its principal place of business in Salt Lake City, Utah, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by 
the Commission in its opinion No. 271 issued June 16, 1954, in docket No. G—996 
et al. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
applicant's existing pipeline system, and the construction and operation thereof 
by applicant are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act. 

(3) Applicant’s available gas supplies are reasonably adequate to enable it 
to deliver the foregoing volumes without adverse effect on its other customers. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefore should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and (e) 
of section 157.20 of the Commission’s regulations under the Natural Gas Act 
(18 C. F. R. 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder. The following further condition 
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should attach to the issuance of said certificate: That construction shall not 
begin on the Bancroft meter station until the distribution system and transmis- 
sion lateral are either contracted for and the money for same made available 
to Intermountain, or in the alternative that Intermountain has furnished to 
applicant a surety bond guaranteeing the construction and beginning of operation 
of its proposed transmission and distribution facilities for service to Bancroft. 


The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application for the 
transportation and sale of natural gas as therein set forth, subject to the jurisdic- 
tion of the Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing and under oath by a respon- 
sible official of applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and (e) of section 157.20 of 
the Commission’s regulations under the Natural Gas Act shall attach to the 
issuance of the certificate granted in paragraph (B) hereof, and to the exercise 
of the rights granted thereunder. The following further condition shall attach 
to the issuance of said certificate: That construction shall not begin on the 
Bancroft meter station until the distribution system and transmission lateral 
are either contracted for and the money for same made available to Inter- 
mountain, or in the alternative that Intermountain has furnished to applicant a 
surety bond guaranteeing the construction and beginning of operation of its 
proposed transmission and distribution facilities for service to Bancroft. 

(D) The time within which the facilities hereby authorized for service to 
Kimberly shall be constructed and placed in actual operation as provided by 
paragraph (b) of said section 157.20 of the Commission’s regulations under the 
Natural Gas Act is hereby fixed at 6 months from the date on which this order 
issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


CITY OF EUGENE, OREG., BY AND THROUGH ITS EUGENE WATER & 
ELECTRIC BOARD—PROJECT NO. 2059 


ORDER DENYING MOTION FOR HEARING AND EXTENDING TIMES FOR COMMENCING AND 
COMPLETING CONSTRUCTION AND FOR FILING EXHIBITS 


(Issued January 29, 1957) 


On September 26, 1956, the city of Eugene, Oreg., by and through its Eugene 
Water & Electric Board, licensee for major project No. 2059, filed a request to 
extend for a period of 2 years the times specified in the license for the project for 
commencing construction of the project works and for filing exhibit F and re- 
vised exhibit K. 

Article 25 of the license for the project provides that the licensee shall com- 
mence construction of the project within 1 year from the effective date of the 
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license, which is January 1, 1956. Article 26 of the license provides that the 
licensee shall within 2 years from said effective date file exhibit F and revised 
exhibit K. 

The licensee states that an extension of time is necessary because a proposal 
authorizing the issuance of revenue bonds with which to finance construction of 
the project was rejected by the voters of the city of Eugene on March 27, 1956. 
The licensee plans to seek other sources of financing the project or to resubmit 
the bond issue to the electorate. The licensee also states that it has spent sub- 
stantial sums for the planning of the project and expects to proceed with its 
construction when financing is obtained. 

A motion for a public hearing upon the licensee’s request for an extension of 
time and brief opposing such extension were filed by The Save The McKenzie 
River Association, sole intervener in the proceeding on the licensee’s application 
for license. An answer to the brief was filed by the licensee. As grounds for the 
request for hearing, the asociation alleges that there have been significant 
changes in the available power supply in the Pacific Northwest since the license 
was issued; that the Oregon State Water Resources Board is presently making 
a survey of the McKenzie River for the purpose of developing an official plan for 
its utilization and development; and that the citizens of Eugene at a special 
election rejected a proposal to issue bonds to obtain the money needed to con- 
struct the project. 

Informal protests against granting an extension of time to the licensee have 
been filed as well as communications favoring such extension. 

The Commission has considered the above-mentioned intervener’s motion and 
brief, the licensee’s answer to the brief, the informal protests, and the favorable 
communications. 

For many years, it has been the practice of the Commission to grant extensions 
of time (once but not longer than 2 additional years) for commencement of 
construction in cases where the licensee has been unable to complete its financial 
arrangements in time to commence construction as required by the provisions of 
the license as originally issued. This is particularly true where, as here, no 
person, State, or municipality other than the licensee has evidenced a desire 
to construct the project. It appears to us that we have no valid reason for re- 
fusing to grant an extension in order to allow additional time for further con- 
sideration to be given to the matter of financing by the licensee and the citizens 
of the city of Eugene. If it should be decided finally as a local matter that the 
project as presently licensed is not to be constructed, we may of course, then 
terminate the license if construction is not commenced within the extension 
period herein granted. 


The Commission finds: 


(1) No facts have been presented or alleged in the motion for hearing which 
either were not fully considered by the Commission before it issued the license 
for project No. 2059, or having now been considered, warrant a hearing in this 
matter at this time. 

(2) It will not be incompatible with the public interest to grant the extensions 
of time as hereinafter provided. 


The Commission orders: 


(A) The motion for a public hearing upon the licensee’s request for an ex- 
tension of time filed by The Save The McKenzie River Association is denied. 

(B) The time specified in article 25 of the license for project No. 2059 for 
commencing construction of and for completion of the project and the time speci- 
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fied in article 26 of the license for filing exhibit F and revised exhibit K are ex- 
tended for 18 months. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PACIFIC POWER & LIGHT CO—PROJECT NO. 2111 
ORDER AMENDING LICENSE 
(Issued January 30, 1957) 


An application was filed on December 10, 1956, by Pacific Power & Light Co., 
licensee for project No. 2111 located on the Lewis River in Washington and 
known as the Swift No. 1 development, for amendment of the license for the 
project as hereinafter specified. 

The application seeks to amend article 29 of the license which presently pro- 
vides for clearing the entire reservoir area, to provide for clearing the reservoir 
area between the high-water elevation and the normal low-water drawdown 
elevation, or from elevation 1,000 feet to elevation 945. Licensee states that its 
studies show that the reservoir would have been drawn below elevation 945 only 
three times in the past 26 years, had the project been in operation, and that the 
additional cost of reservoir clearing as now contained in the license would 
be about $2,350,000 more than under the proposed clearing. 

The Commission finds: 


(1) In the circumstances, it is not inconsistent with the public interest to 
revise article 29 of the license for project No. 2111 as hereinafter provided. 

(2) The license, amended, as hereinafter provided, will not alter any of the 
basic facts upon which the license was issued. 

The Commission orders: 

(A) The license for project No. 2111 is amended by revising article 29 thereof 
to read as follows: 

Article 29. The licensee shall, prior to impounding water, clear all lands in 
the bottom and margins of the reservoir between high-water elevation 1,000 feet 
and a plane at elevation 945 feet above mean sea level, and shall cut all trees and 
brush within the area below the 945-foot elevation so that no brush or trees will 
protrude above said elevation; shall clear and keep clear to an adequate width 
lands of the United States along open conduits; and shall dispose of all tem- 
porary structures, unused timber, brush, refuse, or inflammable material resulting 
from the clearing of the lands or from the construction and maintenance of the 
project works. In addition, all trees along the margin of the reservoir which 
may die from operation of the reservoir shall be removed. The clearing of the 
lands and the disposal of the material shall be done with due diligence and to 
the satisfaction of the authorized representative of the Commission. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


CAROLINA ALUMINUM CO., CAROLINA POWER & LIGHT CO.—DOCKET 
NO. E-6712 


ORDER AUTHORIZING SALE AND ACQUISITION OF FACILITIES 
(Issued January 31, 1957) 


Carolina Aluminum Co. (Aluminum Co.), incorporated under the laws of 
the State of North Carolina, qualified to do business as a foreign corporation in 
the State of Texas, with its principal place of business in Badin, N. C., and 
Carolina Power & Light Co. (Carolina Power), incorporated under the laws-of 
the State of North Carolina, qualified to do business as a foreign corporation in 
the State of South Carolina, with its principal place of business in Raleigh, N. C., 
on November 16, 1956, filed a joint application, pursuant to section 203 of the 
Federal Power Act, for authorization of a proposed disposition of facilities by 
Carolina Power and the acquisition thereof by Aluminum Co. 

The facilities which Carolina Power proposes to sell to Aluminum Co. for a 
eash consideration of $150,000, consist of 2.45 miles of 110-kilovolt steel tower, 
double-circuit transmission line; two 110-kilovolt substations, and one 17,777- 
kilovolt-ampere, 13.2 kilovolt, 3-phase, 60-cycle frequency changer. The trans- 
mission line extends between the two substations and serves to connect Aluminum 
Co.’s smelter near Badin, N. C., with its Narrows hydroelectric generating station. 
The frequency changer is installed in Aluminum Co.’s rotary converter sub- 
station at the smelter. 

The facilities which Carolina Power proposes to sell have been and are being 
used for exchanges of electric energy in connection with the storage and release 
of water at Aluminum Co.’s reservoirs for the account of Carolina Power, and 
for the interchange of electric power and energy between the two companies. 
These facilities are also used by Aluminum Co. for the interchange of electric 
power and energy between Aluminum Co. and Duke Power Co. After the pro- 
posed sale, the facilities will continue to be used generally as at present. 

The facilities, constructed and maintained by Carolina Power, have been 
operated by Aluminum Co. pursuant to Carolina Power’s instructions. The 
undertakings of each company in that regard are set forth in separate written 
agreements. The proposed sale contemplates the mutual release of these 
undertakings. 

The facilities which Carolina Power proposes to sell were recorded on its 
books of account on June 30, 1956, as follows: electric plant at original cost, 
$468,932, and reserve for depreciation applicable thereto, $304,656. The recorded 
net amount of plant, therefore, was $164,276. The consideration of $150,000 is 
$14,276 less than the recorded net amount of plant, and Carolina Power will 
charge this difference of $14,276 to earned surplus. 

Aluminum Co. will record its acquisition of the facilities at the same amounts 
for plant and applicable reserve for depreciation as recorded on the books of 
Carolina Power, and the electric plant acquisition adjustment of $14,276 created 
by the transaction, will be transferred by Aluminum Co. to its reserve for 
depreciation. 
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Written notice of the application has been given to the Public Utilities Com- 
mission of North Carolina, the Public Service Commission of South Carolina, 
and the Railroad Commission of Texas, and to the governor of each of those 
States. Notice of the application was also published in the Federal Register on 
November 30, 1956 (21 F. R. 9389-90), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a 
petition or protest on or before December 17, 1956, with the Federal Power Com- 
mission, Washington 25, D. C. No protest or petition or request to be heard in 
opposition to the granting of the application has been received. 

The Commission finds: 

(1) Aluminum Co., a corporation, is a public utility within the meaning of 
section 203 of the Federal Power Act, subject to the jurisdiction of the Commis- 
sion, as heretofore described and set out in the Commission's order issued 
February 27, 1956, In the Matters of Duke Power Company, Carolina Aluminum 
Company, Docket No. E-6654, 15 F. P. C. 1160. 

(2) Carolina Power, a corporation, owns and operates facilities, among others, 
for the transmission and sale at wholesale, of electric energy which is transmitted 
between the States of North Carolina, South Carolina, Tennessee and Virginia, 
and consumed outside of the State where generated, all of which facilities are 
in addition to and do not include facilities used for the generation of electric 
energy, facilities used in local distribution, or only for the transmission of elec- 
tric energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter, and Carolina Power is, therefore, 
a public utility within the meaning of that term as used in section 203 of the 
Federal Power Act. 

(3) By the proposed sale of facilities, Carolina Power will sell and dispose of 
facilities subject to the jurisdiction of the Commission within the meaning and 
subject to the requirements of section 203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities, Aluminum Co. will merge or 
consolidate its facilities, subject to the jurisdiction of the Commission, with the 
facilities of Carolina Power, another person, within the meaning and subject to 
the requirements of section 203 of the Federal Power Act. 

(5) The proposed transaction will give Aluminum Co. complete control of 
facilities useful in its operations, will not affect Carolina Power’s services to the 
public, and will be consistent with the public interest. 


The Commission orders: 


(A) The proposed sale by Carolina Power of facilities subject to the jurisdic- 
tion of the Commission, and the proposed merger or consolidation by Aluminum 
Co. of the facilities proposed to be disposed of by Carolina Power, all as described 
above, be and the same hereby are authorized and approved upon the terms and 
conditions and for the purposes set forth in the application, subject to the pro- 
visions of this order. 

(B) This authorization and approval shall expire unless the transaction 
hereby authorized and approved is consummated within 90 days from the 
issuance of this order. 

(C) The foregoing authorization and approval shall be without prejudice 
to the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


NATURAL GAS PIPELINE CO. OF AMERICA—DOCKET NO. G-4280 
SUNRAY MID-CONTINENT OIL CO.—DOCKET NO. G-4281 
WARREN PETROLEUM CORP.—DOCKET NO. G-—4282 
OIL DRILLING, INC. ET AL.—DOCKET NO. G-4283 
LONE STAR GAS CO.—DOCKET NO. G-8763 


ORDER DENYING APPLICATIONS FOR REHEARING AND REQUESTS FOR STAY AND OTHER 
RELIEF 


(Issued January 31, 1957) 


On January 3, 1957, Lone Star Co. (Lone Star), an applicant herein, and Okla- 
homa Natural Gas Co. (Oklahoma Natural) and Consolidated Gas Utilities Corp. 
(Consolidated Gas), interveners herein, filed applications for rehearing of the 
Commission’s opinion No. 299 and accompanying order issued December 4, 1956, 
16 F. P. C. 80, requesting that we reconsider said opinion and order and vacate 
the same, or alternatively, grant a rehearing thereon ; and pending the determina- 
tion of such request, that we grant a stay of the said opinion and order. Okla- 
homa Natural also requested oral argument before the Commission on its 
application for rehearing. 

On consideration of the assignments of error and grounds for rehearing con- 
tained in the applications of the above parties, we conclude that no new facts and 
no principles of law have been set forth which were not considered by the Com- 
mission when it adopted opinion No. 299 and accompanying order; or which 
having now been considered, warrant any change in or modification of the said 
opinion and order. Likewise, we conclude that no sufficient justification has 
been shown for oral argument on any application for rehearing, or for a stay of 
the Commission’s aforesaid opinion and order, or any other relief in respect 
thereof.2 In most matters, Lone Star and Oklahoma Natural advance sub- 
stantially similar contentions, and our conclusions reached herein relate to both, 
except as otherwise specified. 

At the outset, it is difficult to perceive wherein Lone Star has cause for 
complaint or is aggrieved by the Commission’s determinations in this case. Lone 
Star on the record has offered to sell Natural specified volumes of gas under the 
terms of an offer set forth in opinion No. 299 and accompanying order. Under 
that offer, Lone Star would sell to Natural at Fritch, Tex., the southern terminus 
of Natural’s line, from facilities which Lone Star proposed to construct, volumes 
of gas aggregating average-day deliveries of 80,000 Mcf as soon as facilities are 
constructed ; 120,000 Mcf beginning July 1, 1957; 160,000 Mcf beginning July 1, 
1961; and 200,000 Mcf beginning July 1, 1968. 

In essence, in opinion No. 299 and accompanying order, we granted the above 
authorizations sought by Lone Star (as well as those sought by Natural), except- 
ting only the pipeline and related facilities proposed by Lone Star which would 
be duplicative of those authorized to be constructed by Natural. Thus there 
is absent any legitimate cause for complaint by Lone Star. With Lone Star, a 
party in interest, being neither injured nor aggrieved, even less then is Oklahoma 





1 Consolidated Gas has adopted the application of Lone Star and the two applications 
will be considered as one. 

2 However, by notice issued separately in these proceedings, the time for Lone Star’s 
acceptance of the certificate of public convenience and necessity issued in docket No. 
G-—8763, is being extended to and including March 8, 1957. 
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Natural, an intervener with a much less immediate interest in these proceedings, 
as more fully detailed hereinafter. 

Notwithstanding, Lone Star and Oklahoma Natural advance what is apparently 
their primary contention of error, to the effect that the certificate applications 
of Natural and Lone Star, which were competitive and mutually exclusive, raised 
basically a question of alternative supplies of gas to replace “spot purchases” by 
Natural, and that the Commission changed this issue to one of competitive pro- 
posals for partially fulfilling the demands for natural gas in the Chicago area. 
Lone Star contends that no party has ever sought such authority and that the 
proceedings were not conducted with any view to showing that the public con- 
venience and necessity required any such authorization. Accordingly, it is 
said, the Commission misconceived the basic issues posed by the competitive ap- 
plications and its decision was thus improper and denied the parties due process 
of law. 

This argument is fallacious on a number of counts and cannot be accepted. In 
the first place, as appears from its face, our order issued September 28, 1956, 
reopening these proceedings, fundamentally enlarged the scope of the issues. 
We provided there that the record “‘should be reopened to permit the presentation 
of material and relevant evidence on matters which have occurred since the 
closing of the record and which affect the granting of certificates of public 
eonvenience and necessity under the Natural Gas Act.” We further ordered 
that “Evidence relating to a proposal of Lone Star Gas Co. to transport additional 
volumes of natural gas up to 100,000 Mcf per day to Natural Gas Pipeline Com- 
pany of America which was excluded by the examiner should be received,” and 
“Bvidence relating to the transportation of up to 200,000 Mcf per day offered by 
Natural Gas Pipeline Company of America and excluded by the examiner should 
be received.” Pursuant to this order the reopened hearings commenced on 
October 8, 1956, and concluded on October 16, 1956. 

Consistent with this order, Natural put in evidence of greatly increased de- 
mands on the part of its markets in the Chicago area, as detailed in opinion No. 
299. The evidence adduced in the reopened proceedings clearly establishes that 
increased deliveries to Natural’s Chicago markets was a fundamental issue 
in this case in reaching a determination of the requirements of public convenience 
and necessity. 

Moreover, Lone Star was fully aware of this fact, as is clearly evident from a 
number of circumstances, mention of one of which will suffice. Lone Star has 
offered to sell Natural volumes of gas aggregating average-day deliveries of 
80,000 Mcf as soon as it could complete necessary facilities. And even prior to 
the reopening, one of the reasons advanced by Lone Star for seeking reopening 
was to support and justify a proposal to deliver 100,000 Mcf per day to Natural 
at Fritch. These are not proposals for the sale of gas to replace “spot purchases” 
of Natural. These are proposals which look to a project of fundamentally 
different character, involving sales to meet, at least in substantial part, the long- 
term supply requirements on Natural’s system. Thus Lone Star’s very proposals 
defeat its own argument. 


Further, it should be kept in mind that, consistent with the provisions of 
section 7 (e) of the act, we should consider not just the present but the future 
public convenience and necessity as well. See, e. g., American Airlines v. C. A. B., 
192 F. 2d 417, 420-421. And the authorizations sought by both Lone Star and 
Natural reveal a fundamental awareness of this fact, also. 

Nor were the limited competitive aspects of the applications of Lone Star 
and Natural disregarded. As a reading of opinion No. 299 discloses there, in 
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relation to this problem, we did two things. First, we considered the proposals 
of Lone Star and Natural inter se on a competitive basis and determined in favor 
of that of Natural. Second, finding that the authorization of the sale of gas 
by Lone Star to Natural at a point in Stevens County, Okla., would “even more 
fully satisfy the requirements of public convenience and necessity,” upon con- 
sideration of the evidence we authorized that sale additionally. There is no 
valid objection to such a mode of proceeding on the ground of violating due 
process of law or any other ground. 

In any event, in passing upon proposed certificate authorizations, it seems clear 
that we have the authority, if the application of the act’s standards to the facts 
before us requires, to issue a certificate providing for such reasonable variations 
or departures from the parties’ proposals as may be said to be fairly within their 
contemplation and are necessary or appropriate to carry out the provision of the 
Act. A contrary holding would exalt mere procedural incidents above sub 
stantial public interests. Cf. C. A. B. v. State Airlines, Inc., 338 U. S. 572. 

But it is contended that there is no such urgency in respect of Natural’s market 
demands as to justify the certification now of the authorizations it sought, par- 
ticularly in view of the necessity for the authorization and construction by 
Natural of additional main-line facilities wherewith to transport the gas to the 
Chicago area, and the alleged lack of a sufficient present demand to justify the 
project certificated, in view of Natural’s other supplies of gas. Here again, Lone 
Star’s own proposals defeat its arguments, for if there is no urgency or present 
need for the supplies Natural proposes to purchase and transport on its own be- 
half, where is the need for the volumes which Lone Star would transport and 
sell to Natural? 

Of greater importance, however, the matters of present need and urgency are 
but two of the factors we considered within the complex of the public convenience 
and necessity. Furthermore, it must be recognized that a “present need” is a 
relative thing dependent on time and circumstances. In this respect, we did not 
intend to imply tomorrow, in this industry where intervals of time, when the con- 
struction of major pipeline facilities is involved, are reckoned in months or even 
a year or longer. Urgency, likewise, is a matter of degree; but we consider that 
the existence of some 150,000 unsatisfied customers seeking natural gas denotes 
a measure of urgency. 

As to the lack of additional main-line facilities needed by Natural, with such 
essential elements as markets and gas supply susceptible of ready proof, the 
authorization of these facilities need not be unduly time-consuming. It would 
certainly be to the best interests of Natural to expedite its mainline facilities so 
as to synchronize with the completion of the facilities authorized in opinion No. 
299 and accompanying order, and it is reasonable to expect that this would be 
attempted. But the present lack of the former facilities does not supply a 
sufficient reason for denying the latter, nor does it lessen the degree of urgency. 
Experience in the Chicago area over past years teaches that in the time con- 
sumed in building pipeline facilities to meet given requirements, the demand 
generally grows to exceed the new capacity almost before the lines are in the 

ground. We may at least hope that in this case, the completion of the new 
supply facilities, in conjunction with the completion of necessary main-line 
facilities, will serve to make requirements and availability more closely coincide, 
at least for a time. 

Both petitioners, but particularly Oklahoma Natural, complain of our action 
in certificating the producers’ sales to Natural. It is contended, first, that our 
opinion fails to protect the ultimate consumers of natural gas from excessive 
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charges for gas. It is contended that the price for the producers’ sales is exces- 
sive, being above the prevailing price in the area traversed by Natural’s exten- 
sion; that no sufficient reason has been given to justify authorizing the sale at 
such a price; and that the impact of the producers’ prices in Oklahoma Natural’s 
price structure will be most harmful. Further in this connection, Oklahoma 
Natural contends that there is nothing in the record on the basis of which the 
Commission could find that the rates of the producers are just and reasonable, a 
requirement said to be imposed by section 7 (e) of the act, and further evidenced, 
it is said, by certain Commission opinions and court decisions. Thus it is argued 
that we erred in concluding that the impact on Oklahoma Natural was not a 
matter of paramount concern in this case. 

These contentions likewise we find to be without merit. The element of price 
to the ultimate consumer is but one factor to be considered in determining upon 
the convenience and necessity involved in a given case. Here, as we pointed out 
in opinion No. 299 and accompanying order, other elements overbalance such 
increases as may ensue from the certification of the producers’ sales to Natural 
at the prices authorized. Indeed, it may be mentioned that some doubt exists 
whether producer authorizations calling for lower producer prices would or 
could be consummated, Significantly, the city of Chicago, which represents con- 
sumers there, has not sought rehearing of opinion No. 299 and accompanying 
order. And although we have considered the public interests relating to Okla- 
homa Natural and the customers it serves, we are unable to conclude that those 
interests, either as a matter of law or on the basis of the particular facts in this 
case, outweigh the more pertinent interests represented by Natural and the con- 
sumers it serves. 

Nor do the prevailing prices in the area and such other related data as to 
market and producing conditions as are available to us justify the conclusion 
that the producers’ prices are excessive or will have the violent impact which 
Oklahoma Natural envisages. The determinations reached in opinion No. 299 
and accompanying order sufficiently support these conclusions and need not be 
repeated here. With respect to the contention that the producers’ rates have 
not been shown to be “just and reasonable,” a requirement said to be imposed by 
section 7 (e) of the act, it suffices to comment, without entering into any lengthy 
discussion of this question, that as we stated in opinion No. 288 and accom- 
panying order, In the Matters of Cities Service Gas Company et al., docket No. 
G-—2569, et al., issued November 28, 1955, “A proceeding of this nature can not 
and is not intended to take the place of a proceeding under section 4 or 5 of the 
act.” 

Two procedural matters call for brief comment. Lone Star advances various 
objections to the omission of the intermediate decision procedure in this case, 
under our order issued September 28, 1956. Oklahoma Natural alleges error in 
our declining to grant it additional time within which to file a brief and prepare 
for oral argument, and in “refusing to act upon” its “motion” made at oral 
argument on the reopened proceeding, for additional time to file a brief. These 
proceedings have been long pending, and we have heretofore called attention to 
the importance of their being expeditiously concluded. Further, Oklahoma 
Natural had the same opportunity to prepare as the other parties, an opportunity 
sufficient to enable a full and adequate presentation. In view of the informality 
of Oklahoma Natural’s request, which was never formalized as a motion, we did 
not consider that it required specific action. In any event, any informalities in 
relation to the above procedural complaints have been cured by these parties’ 
lengthy and detailed applications for rehearing. 
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The Commission further finds: 


Such specifications of error, contentions, and arguments contained in the 
above-described applications for rehearing as are not specifically disposed of in 
the foregoing are without substantial support in evidence or reasonable basis 
in law or are immaterial to the correct decision of this case and should be denied. 


The Commission orders: 


The applications for rehearing filed in these proceedings on January 3, 1957, 
by Lone Star Gas Co., Oklahoma Natural Gas Co., and Consolidated Gas Utilities 
Corp., these parties’ requests for stay and other relief, and the request by Okla- 
homa Natural Gas Co. for oral argument on its application for rehearing, are 
hereby denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 













UNION OIL CO. OF CALIFORNIA—DOCKET NO. G-4331 
UNION OIL CO. OF CALIFORNIA AND THE LOUISIANA LAND & 
EXPLORATION CO.—DOCKET NO. G—4332 
MORRIS RAUCH ET AL.—DOCKET NO. G-4334 
BEL OIL CORP.—DOCKET NO. G—4505 


ORDEB DENYING PETITIONS FOR REHEARING AND AMENDING ORDER ACCOMPANYING 
OPINION NO. 300 


(January 31, 1957) 







By timely petitions each of the above-entitled applicants and Transcontinental 
Gas Pipe Line Corp. filed for rehearing of the Commission’s opinion No. 300 and 
accompanying order issued in these proceedings on December 6, 1956, 16 
F. P. C. 100.2. Each of the petitioners also requested a stay of the Commission’s 
order. In the opinion and order we granted motions to dismiss rate increases 
of the independent-producer applicants which, if approved, would have changed 
the rates and charges to Transcontinental from 9.797 cents per Mcf to 17 cents 
per Mcf. In addition, we ordered refunds of the difference between the amounts 
collected under bond or undertaking at the 17-cent rate and the amounts which 
would have been collected at the 9.797-cent rate. 

Each of the petitioners now requests that the Commission reopen the record 
in these proceedings for the purpose of permitting the independent-producer ap- 
plicants to present evidence of their financial requirements and an appropriate 
rate base and cost of service applicable to their sales to Transcontinental. The 
petitioners give detailed explanations both as to why they did not present such 
evidence during the prescribed hearings and why they should be given additional 
opportunity to do so now. At the same time, however, they argue that evidence 
of costs and revenue requirements has no bearing upon the reasonableness of 
their rates to Transcontinental. 
























1The petitions for rehearing were filed by Bel Oil Corp., on January 2, 1957, by Morris 
Rauch et al., on January 3, 1957, by Union Oil Company of California and The Louisiana 
Land & Exploration Co. on January 4, 1957, and by Transcontinental Gas Pipe Line Corp. 
on January 7, 1957. In its petition, Transcontinental incorporated by reference a major 
portion of the petition for rehearing filed by Union Oil. For convenience we refer herein- 
after to Union Oil when speaking of Union Oil Company of California and The Louisiana 
Land & Exploration Co. 
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Among the reasons assigned for not presenting the evidence in the normal 
course of the proceedings, applicants point to the fact that order No. 174-B, issued 
on December 17, 1954, in docket Nos. R-137 and R-138 did not require inde- 
pendent producers to maintain their records on a cost basis in accordance with 
our uniform system of accounts prescribed for natural gas companies. The pur- 
pose of order No. 174-B was to provide procedural rules of a general nature 
applicable to a large number of sellers of natural gas which had recently been 
determined to be subject to our jurisdiction under the Natural Gas Act. These 
procedural rules were intended to simplify the problems of regulation suddenly 
thrust upon the producer segment of the industry and this Commission. In one 
attempt to ease the regulatory transition, we relaxed the rules for independent 
producers, foregoing the requirement that they conform their records to the 
uniform system of accounts. But such a relaxation of procedural rules affords 
no basis for concluding what substantive proof would be necessary to satisfy 
statutory standards in a rate proceeding. 

Similarly, with respect to our action terminating the proceedings in docket 
No. R-142 without promulgating standards to be applicable in determining the 
reasonableness of rates of independent producers, no interpretation that cost 
evidence would not be considered necessary is warranted. 

Petitioners also point to various stages in these proceedings when we might 
have prescribed standards to be followed. But pursuant to section 4 of the act, 
it is the affirmative duty of the natural-gas company to take the initiative in filing 
just and reasonable rates. Pennsylvania Water & Power Company v. Consoli- 
dated, 184 F. 2d 552, 567 (C. A. 4, 1950), certiorari denied, 340 U. 8. 906. Itis our 
province to review the rates filed by natural-gas companies. United Gas 
Pipe Line Company v. Mobile Gas Service Corporation, 350 U. S. 332, 341 
(1956). We granted extensive continuances to the applicants on representations 
that the additional time was required to prepare the necessary evidence. At 
the initial hearings, the applicants sought to justify their increases with evidence 
designed to satisfy criteria presumably used to establish the previously unregu- 
lated rate.” Upon consideration of motions to dismiss, we unmistakably indi- 
cated that such evidence was not sufficient to sustain the burden of proof to show 
the reasonableness of the increased rates; and we remanded the matter for 
further hearing to provide opportunity for the introduction of other additional 
evidence. We held in our order issued October 24, 1955, in these proceedings: 


The applicants here attempt to support their proposed increases on the 
grounds that they resulted from renegotiation of a contract between non- 
affiliates at arm’s length and claim that the new contract price did not then 
and does not now exceed the reasonable market price or current field price 
for the sale of natural gas in the pricing area. But the evidence which they 
have submitted in support of these contentions does not convince us that 
the proposed increased rate is just and reasonable. 

The contract with Transco upon which applicants rely is subject to mod- 
ification as to rates because the applicants are subject to the Natural Gas 
Act. The fact that contracts have been entered into in good faith and in 
arm’s-length bargaining does not make them immune from the regulation in 
the public interest prescribed by Congress, nor are producer contract terms 
per se an indication that the prices agreed upon are just and reasonable 
either initially or as subsequently increased pursuant to escalation clauses 


2Since the 17-cent rates of Union Oil were negotiated in November 1953, prior to de- 
termination of our jurisdiction in Phillips Petroleum Company v. Wisconsin, 347 U. S. 672 
(1954), these rates were, in effect, unregulated rates. The increases to Bel Oil and Morris 
Rauch, et al., apparently were based upon the increases to Union Oil. 
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or otherwise. (See Colorado Interstate Gas Co. v. F. P. C., 142 F. 2d 948, 953 
(C. A. 10, 1944), aff. 342 U. S. 581; Mississippi River Fuel Corp. v. F. P. C., 
121 F. 2d 159, 163 (C.A. 8, 1941). 


Evidence presented upon remand of the proceedings to the presiding examiner 
did not cure the initial record deficiencies. The presiding examiner found that 
the evidence presented at reopening of the proceedings was no more than an 
attempt to persuade the Commission that the evidence initially presented was 
sufficient. Weagree with this finding and we are not persuaded. 

It is our duty in regulation under the act to give consideration to the interests 
of ultimate consumers as well as to the natural-gas companies which we regu- 
late. When we issued opinion No. 300, we were, of course, fully aware of the 
applicants’ position stated at the second oral argument that they were ready to 
proceed with an effort to supply any evidence which the Commission might find 
necessary. We also gave careful consideration to the position of our colleagues 
who dissented. No new facts or circumstances have been shown to exist or have 
arisen since the issuance of opinion No. 300 which warrant reopening of these 
proceedings. We feel that the primary aim of the act, protection of the ultimate 
consumers, would not be served if we were to prolong these proceedings further. 

In support of their argument to reopen the proceedings, petitioners contend 
that opinion No. 300 was the first instance in which elements of proof in an 
independent-producer rate case had been discussed. Further, they claim that 
the rationale of the Panhandle and El Paso cases,’ in which the Commission de- 
parted from the traditional rate-base method in regulating production activities 
of interstate pipeline companies is applicable here. This, in effect, constitutes 
an attack upon the applicability of City of Detroit v. Federal Power Commission, 
230 F. 2d 810 (C. A. D. C., 1955), which we have held to be controlling in our 
determination. Notably, the City of Detroit case does not require that we ad- 
here to the traditional rate-base method in regulating rates of natural-gas com- 
panies under section 4. What it does require is the presentation of rate base 
and cost evidence as a point of departure plus a showing that any additional 
allowance is no more than is reasonably necessary for the purposes advanced 
for any increase. Id. 817-819. Because the record here does not contain this 
basic evidence found essential by the court, we cannot prescribe any standards 
here which might be used to determine what additional allowance, if any, is 
reasonably necessary. 

Significantly, in the City of Detroit case, the court was interpreting the sub- 
stantive statutory and constitutional standards which we must follow. These 
are applicable to the rates of all natural-gas companies whether they be inter- 
state transmission companies or independent producers. We carefully con- 
sidered the applicants’ contentions with respect to the City of Detroit case before 
we issued our opinion No. 300 and could find no legal basis for excluding in- 
dependent producers from the application of the law of that case. Further, 
this conclusion is consistent with the effect of the decision in Phillips Petroleum 
Company v. Wisconsin, 347 U. S. 672 (1954). 

It is asserted by Union Oil that the City of Detroit case amounts to a change 
in the law since these proceedings were commenced.‘ We can see no change in 


%In the Matters of Panhandle Eastern Pipe Line Company, docket Nos. G—1116, et al., 
opinion No. 269, issued April 15, 1954, and In the Matter of El Paso Natural Gas Company, 
docket No. G—2018, opinion No. 278, issued November 26, 1954. 

«We note, however, that Union Oil later makes a contrary assertion with respect to our 
jurisdiction as delineated by Phillips Petroleum Company v. Wisconsin, 347 U. S. 672 
(1954), stating that it has been held again and again that court decisions do not change 
but merely declare the law (Union Oil petition for rehearing, pp. 32-33). 
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the law since the conclusion of the hearings herein on March 14, 1956. Peti- 
tioners’ difficulty stems from the fact that there has not been a change. The 
City of Detroit, opinion is precisely the same now as it was on December 15, 
1955, when it was issued by the court. We cannot change it. If we have mis- 
interpreted the law as declared by the court of appeals, petitioners can obtain 
redress in court; and this remedy is available without reopening these proceed- 
ings for the taking of additional evidence. 

Additionally, in their petitions for rehearing, petitioners reaffirm their reliance 
upon the Mobile case, supra, as support for the proposition that the Commission 
did not have jurisdiction to review their rate increases under section 4. It is 
urged by Union and Bel Oil that the Commission should permit the filing of the 
increased rates as initial filings subject to review only under section 5 because 
they were negotiated prior to June 7, 1954. Morris Rauch et al. claim that the 
inclusion of the two-party favored-nation provision in their contract with 
Transcontinental contemplates the increase as part of the contract. Neither 
argument contradicts the fact that the 17-cent rates would change the rates of 
9.797 cents per Mcf which were in effect as of June 7, 1954. That the increases 
may have been negotiated prior to June 7, 1954, or that another contract 
negotiated prior to that date may have contemplated unknown and uncertain in- 
creases is immaterial. 

Section 4 (c) of the act provides that “Under such rules and regulations as the 
Commission may prescribe,” every natural-gas company shall file schedules 
showing all rates and charges for any transportation or sale subject to the 
jurisdiction of the Commission. Pursuant to sections 4 and 16 of the act, the 
Commission issued section 154.94 of its regulations. This section of the regula- 
tions requires that “No change shall be made in any rate, charge, or service in 
effect on or after June 7, 1954, for the interstate transportation or sale of natural 
gas in interstate commerce subject to the jurisdiction of the Commission by any 
independent producer required to file rate schedules pursuant to section 154.92 
hereof, without first filing a change in rates pursuant to section 4 (d) of the 
Natural Gas Act and in accordance with this section.” * 

Further, a change in rate is defined to include “The operation of any provision 
of the rate schedule providing for future or periodic changes in the rate, charge, 
classification, or service after June 7, 1954, or the operation of any like provision 
in any initial rate schedule filed after June 7, 1954 * * *,”* 

We have reexamined the contentions that the evidence presented at the hear- 
ing shows that at least 17 cents per Mcf is needed to encourage exploration for 
and production of gas supplies. The evidence tends to show what rates would 
be paid in the southern Louisiana area in the absence of regulation. Evidence of 
a general nature applicable to exploration and production on a nationwide basis 
indicates that reserves are not increasing as rapidly as production, that it takes a 
greater number of exploratory wells each year to add substantial reserves, and 
that producers have been forced to drill deeper wells in less accessible places in 
their search for gas. We conclude again, as we did in opinion No. 300, after 
consideration of this and all the other evidence presented in these proceedings, 
that it is not possible on this record to strike a fair balance between investor and 
consumer interests. Employment of ratemaking standards as broad as ap- 
plicants would have us use would permit the unregulated market to determine 


5 Sec. 154.94 (a), 15 C. F. R. 154.94 (a). 

® See. 154.94 (c), 15 C. F. R. 154.94 (c). Similar provisions have long been provided 
in the Commission’s regulations governing changes in rates of natural-gas transmission 
companies. See, e. g., sec. 154.38 (d) (3). 
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rates in the name of regulation. Such a result would be contrary to the clear 
direction of the act that this Commission should regulate these rates. Phillips 
Petroleum Company v. Wisconsin, 347 U.S. 672 (1954). 

In its petition for rehearing, Union Oil also attacks both the validity of order 
No. 174-B and its application in these proceedings.’ It should be made clear here, 
as it was in the opinion of the Court of Appeals for the Fifth Circuit in Union 
Oil Company of California and The Louisiana Land and Ezploration Company 
v. Federal Power Commission, 236 F. 2d 816 (C. A. 5, 1956), certiorari denied, 
January 14, 1957, No. 579, October Term, 1956, 352 U. S. 969, that “The order [No. 
174-B] does not change the petitioners’ existing or future status or condition 
since it is not an adjudication that any particular natural-gas producer is a 
‘natural-gas company’ or an ‘independent producer’ * * *. If [they are] persons 
whose sales of natural gas are such as tu bring them within the Commission’s 
jurisdiction, this circumstance arises by reason of the Natural Gas Act itself and 
not by virtue of the order in question.” Magnolia Petroleum Company v. Fed- 
eral Power Commission, 236 F. 2d 785, 791 (C. A. 5, 1956). The Court of Appeals 
dismissed Union Oil’s petition for review on grounds that order No. 174-A and 
the interlocutory suspension order in these proceedings were not then judicially 
reviewable under section 19 (b). 

It should also be made clear that the jurisdictional status of the sales over 
which we exercise our rate reviewing authority in these proceedings has been 
previously determined. In the Matters of Union Oil Company of California et al., 
docket No. G-3711, certificate issued October 13, 1955; In the Matter of Morris 
Rauch et al., docket No. G-3791, certificate issued July 12, 1955; and Jn the 
Matter of Bel Vil Corporation, docket No. G-2796, certificate issued December 13, 
1954. No court review of these orders was sought. 

Union Oil’s allegations of invalidity of order No. 174-B for lack of proper notice 
and hearing are without substance. Order No. 174-B promulgated only pro- 
cedural rules of general applicability. It was adopted pursuant to authority of 
sections 4, 7, and 16 of the act, which sections do not require notice and hearing 
prior to the adoption and issuance of regulations thereunder. No hearing was 
required under the Administrative Procedure Act. (Act of June 11, 1946, sec. 
4, 60 Stat. 237, 238-239, 5 U. S. C. 1001, 1003). Wéillapoint Oysters Inc. v. Hwing, 
174 F. 2d 676, 694 (C. A. 9), certiorari denied, 338 U. S. 860. 

With respect to the application of order No. 174-B to these proceedings, Union 
Oil erroneously contends that by issuing the order the Commisison exceeded its 
jurisdiction by depriving it of its “statutory right to make an initial filing of their 
rates which would not be subject te suspension without hearing.” By statutory 
obligations imposed by sections 7 () and 4 (c) of the act, Union Oil should have 
obtained certificates authorizing the sales to Transcontinental and have filed 
schedules of rates with the (ommission prior to the initial delivery to Trans- 
continental. Such activities were from their inception covered by the Act, and 
certainly from June 7, 1954, the date of the Phillips decision, supra, these peti- 
tioners knew their activities were subject to the provisions of the act. The 
rates Union Oil and other independent producer applicants in these proceedings 
were charging on June 7, 1954, were the rates they were required to file with the 
Commission. Such rates could not validly be changed except in accordance with 


7 Although Union Oii’s »ilegutions of error are made variously in terms of order No. 
174—A and order No. 1:4 B or the 174 series of orders, our discussion herein is in terms of 
order No. 174—B since order No. 174—B has superseded order Nos. 174 and 174-A and is 
the presently effective order 
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section 4 of the act. Order No. 174-B relaxed the more stringent provisions 
generally applicable at this time, to natural-gas companies subject to the act, 
but it did not deprive Union Oil of the right to file its initial rate. 

To accept Union Oil’s 17-cent rate as an initial filing not subject to suspension, 
we would be required to declare the act ineffective as to those sales prior to 
December 1, 1954. We are powerless to grant such an exemption. The effective 
rate on June 7, 1954, was 9.797 cents per M. c. f., and such rate can be changed 
only in the manner prescribed by the act. As we held above, the fact that the 
increased rates may have been negotiated prior to June 7, 1954, is immaterial. 

Finally, it is clear that the application of order No. 174—-B to these proceedings 
has no retroactive ratemaking effect. No rates are retroactively prescribed. 
The effective rate as of June 7, 1954, is permitted to continue as the effective rate. 
The only retroactive effect of order No. 174-B is to make available to independent 
producers as of June 7, 1954, general regulations less onerous than those which 
would otherwise have to be satisfied in complying with statutory requirements. 

By an order issued January 16, 1957, in these proceedings, we stayed the opera- 
tion of the order accompanying opinion No 300 pending further order of the 
Commission. The purpose of the stay was to enable all parties to exhaust their 
administrative remedies with this Commission before being required to distribute 
refunds. We find it appropriate that the time fixed for compliance with the 
several requirements of the order in these proceedings should be modified as 
hereinafter ordered. We also find that further stay of the order as so modified 
is not justified or appropriate. Accordingly, the stay heretofore granted by 
order issued January 16, 1957, will be terminated as of the date of issuance of 
this order. 

One further matter remains for clarification. In paragraph (C) in the order 
accompanying opinion No. 300, we provided that the “schedules of increased 
rates and charges referred to in paragraph (6) which went into effect on Febru- 
ary 1, 1955 (February 2, 1955 in the case of Bel Oil), under bond or undertaking 
to assure refund of excess charges are canceled.” Paragraph (6) identified the 
“increased rates and charges embodied in” the applicants’ rate schedules as 
“changes in rates and charges within the meaning of sections 4 (d) and (e) of 
the Natural Gas Act.” In order that there may be no question as to our meaning 
we wish to make it clear that paragraph (C), quoted above, disallowed only 
the increased rates and charges but left unaffected all other provisions of the 
several rate schedules and supplements described in said paragraph (6) of the 
order. To eliminate any possible ambiguity, we herein revise paragraphs (C) 
and (D) of the order accompanying opinion No. 300 as hereinafter provided. 


The Commission further finds: 


The petitions for rehearing of our opinion No. 300 and accompanying order 
issued December 6, 1956, set forth no new facts and no principles of law which 


8 Strictly interpreted, Union Oil should have filed its rate schedules effective as to sales 
to Transcontinental before initial delivery under the 1948 contract and should have filed a 
change in rate pursuant to sec. 4 (d) upon the occasion of the increase of 1.37 cents per 
Mef resulting from operation of a favored-nations provision in the contract prior to June 
7, 1954. The rate of 9.797 cents per Mcf in effect on June 7, 1954, was not an initial rate 
although under order No. 174-B we accept it as an initial filing. But, at the same time, 
if these petitioners do not care to take advantage of order No. 174—-B they must then 
comply with the regulations in effect as to all “natural-gas companies” prior to 
June 7, 1954, and continuously since then. Sec. 154.62 of those regulations requires 
the filing of initial rates in tariff form and sec. 154.63 requires rate changes to be 
filed in a particular manner, Independent producers are relieved of these requirements 
by the order No. 174—B, but we offer no objection to any natural-gas company, such as 
those here concerned, meeting the more stringent requirements. 
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either were not fully considered by the Commission when it adopted the opinion 
and order or which, now having been considered, warrant any change in or 
modification of such opinion and order other than those set forth herein. All 
contentions and objections not specifically discussed herein have been considered 
and found either without basis in law or support in fact but are not sufficiently 
material to warrant individual treatment or have been adequately disposed of 
otherwise. 

The Commission orders: 

(A) Paragraphs (C), (D), (E), and (F) of the order accompanying opinion 
No. 300 are amended to read as follows: 

(C) The increased rates and charges embodied in the rate schedules and 
supplements thereto referred to in paragraph (6) above, which went into effect 
on February 1, 1955 (February 2, 1955, in the case of Bel Oil), under bond or 
undertaking to assure refund of excess charges are disallowed. 

(D) The rates and charges contained in Union Oil’s FPC Gas Rate Schedule 
No. 1, and the supplements thereto, in Morris Rauch et al., FPC Gas Rate 
Schedule No. 1, and in Bel Oil’s FPC Gas Rate Schedule No. 3, which were in 
effect immediately prior to February 1, 1955 (February 2, 1955, in the case of 
Bel Oil), the operation and applicability of which have been held in abeyance 
(not canceled) pending the outcome of these proceedings shall be reinstated 
effective as to all sales and deliveries made on and after February 1, 1955 (Feb- 
ruary 2, 1955, in the case of Bel Oil), and such rates and charges, as well as all 
presently effective provisions of the rate schedules and supplements thereto 
referred to in paragraph (6) above—except the increased rates and charges 
hereby disallowed—shall remain and continue in full force and effect until further 
order of the Commission, or until changed in accordance with the Natural Gas 
Act. 

(E) Within 70 days from the date of issuance of this order, Union Oil (on 
behalf of itself and The Louisiana Land & Exploration Co.), Morris Rauch et al., 
and Bel Oil shall refund to Transcontinental the difference between (a) the 
amounts collected from Transcontinental under bond or undertaking under the 
FPC gas rate schedules and supplements thereto referred to in paragraph (6) 
above, and (b) the amounts which result from the application to the volumes of 
gas purchased during the refund period of the rates and charges contained in 
the rate schedules and supplements referred to in paragraph (D) above, which 
were in effect immediately prior to February 1, 1955 (February 2, 1955, in the 
case of Bel Oil), computed in accordance with the provisions of the rate schedules 
and supplements thereto referred to in paragraph (6) above, together with simple 
interest at the rate of 6 percent per annum from the respective dates of receipt 
by Union Oil, Morris Rauch, et al., and Bel Oil of such excess amounts in the 
refund period to the date of refund. Union Oil, Morris Rauch, et al., and Bel Oil 
shall bear all costs incidental to the making of such refund. 

(F) Within 90 days from the date of issuance of this order, Union Oil, Morris 
Rauch et al., and Bel Oil shall report to the Commission in writing and under 
oath the details of their calculations resulting in the refunds made pursuant to 
paragraph (C) above, together with copies of releases from Transcontinental 
with respect to each of such refunds. 

(B) The petitions for rehearing of our opinion No. 300 and accompanying 
order issued December 6, 1956, 16 F. P. C. 100, filed in these proceedings by Bel Oil 
Corp. on January 2, 1957, by Morris Rauch et al., on January 3, 1957, by Union 
Oil Co. of California and The Louisiana Land & Exploration Co. on Janu- 
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ary 4, 1957, and by Transcontinental Gas Pipe Line Corp. on January 7, 1957, 
are each hereby denied. 
(C) The stay of the operation of the order accompanying opinion No. 300 
granted by the order issued herein on January 16, 1957, is hereby terminated. 
Commissioners Digny and Stureck dissenting for the reasons set out in their 
dissenting opinion to the Commission’s opinion No. 300 and accompanying order 
issued December 6, 1956. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


UTAH POWER & LIGHT CO.—PROJECT NO. 597 
ORDER AMENDING LICENSE (MAJOR) 
(Issued January 31, 1957) 


Application was filed January 31, 1956, by Utah Power & Light Co., licensee 
for major project No. 597, located on Big Cottonwood Creek, and affecting 
lands of the United States within Wasatch National Forest, for amendment of 
the license for the project as hereinafter specified. 

The application seeks amendment of the license to reflect the following pro- 
posed changes in the project: 

(a) Elimination of a small reservoir which is to be filled in except for a 
channel to carry the flow of the creek ; 

(b) Construction of a new sluiceway ; 

(c) Removal from the Stairs plant of one 600-horsepower Pelton impulse 
wheel, one 500-kilovolt-ampere Westinghouse generator, and several small pieces 
of electrical equipment; and 

(d) Making the remaining generating equipment semiautomatic including 
the present 1,500-horsepower turbine connected to a 1,000-kilowatt generator. 

The applicant states that the changes are necessary and desirable because 
Salt Lake City diverts part of its water supply from Big Cottonwood Creek at 
a point below the Stair Plant reservoir. The city has complained of water pol- 
lution stemming from the reservoir and as the cost of continual cleaning of the 
reservoir is prohibitive, a plan for channeling the creek was developed to elimi- 
nate the problem. 

In accordance with licensee’s request transmitted with its application for 
amendment of license, the Secretary advised licensee by letter dated March 2, 
1956, that the Commission would interpose no objection to licensee proceeding 
at its own risk with the proposed reconstruction work at the Stairs Plant reser- 
voir prior to consideration of the application for amendment. 

The changes in the project will not affect the available water supply upon 
which the power capacity of the site was computed for the purpose of assessing 
annual charges. Therefore, no adjustment in the annual charge provisions of 
the license is necessary. 

Chief, Forest Service, acting for the Secretary of Agriculture, has reported 
favorably on the alterations of the project works and has recommended the 
inclusion in the license of a special condition to assure the adequate protection 
and utilization of the national forest as hereinafter ordered. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Wasatch National Forest was 
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created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice has been given as required by the Federal Power Act. No 
protests were received. 

(3) (a) Amended Exhibit L: (FPC No. 597-5) General Design Drawing, Stairs 
Project dated January 17, 1956 [superseding in part Amended Exhibit L (FPC 
No. 597-3) and superseding Amended Exhibit L (FPC No. 597-4) ]; and Amended 
Exhibit M: “General Description and General Specification of the Mechanical, 
Electrical and Transmission Equipment Stairs Plant” signed January 17, 1956 
{superseding Exhibit M, signed September 1, 1954] conform to the Commission’s 
rules and regulations and should be approved as part of the license as amended; 

(b) Superseded Amended Exhibit L (FPC No. 597-4) should be eliminated 
from the license; and 

(c) Amended Exhibit L (FPC No. 597-3), revised to exclude certain parts to 
reflect this amendment, conforms to the Commission’s rules and regulations and 
should be reapproved as part of the license as amended. 


The Commission orders: 


(A) The above specified exhibits filed as part of the application are approved 
as part of the license for the project. 

(B) Amended Exhibit L (FPC No. 597-4) is eliminated from the license for 
the project, and Amended Exhibit L (FPC No. 597-3) revised to exclude the 
superseded parts thereof is reapproved as a part of the license. 

(C) The license for major project No. 597, as amended, is further amended 
as follows: 

PARAGRAPH I, Paragraph C of article 2 of the license, as amended, is further 
amended in part to read as follows: 

Cc. All project works consisting of a diversion dam and channel, a riveted steel 
pipe conveying water to a brick powerhouse and a transmission line extending 
from the powerhouse to the interconnected transmission system of the licensee: 
the location, nature, and character of which project works are more fully shown 
and described by certain exhibits which accompanied said application for 
license and amendments thereof and which are designated and described as 
follows: 

PARAGRAPH II. The following new article is included as a part of the license: 

Article 24. In the construction and maintenance of the project, the location 
and standards of roads and trails, and other land uses including the location 
and condition of quarries, barrow pits, spoil disposal areas, and sanitary facilities 
shall be subject to the approval of the department or agency of the United States 
having supervision over the lands involved. 

(D) Licensee shall within 1 year from the date of issuance of this order 
file a revised exhibit K map showing elimination of the reservoir as a part of 
the Stairs project in accordance with the Commission’s rules and regulations. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PENNSYLVANIA POWER & LIGHT CO.—PROJECT NO. 1881 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF AND ACCRUED DEPRECIA- 
TION ON CONSTRUCTED ORIGINAL PROJECT; NET CHANGES THEREIN ; AND PRESCRIB- 
ING ACCOUNTING THEREFOR 


(Issued January 31, 1957) 


Pennsylvania Water & Power Co., original licensee for project No. 1881,’ on 
May 19, 1953, filed a statement, pursuant to section 4.20 of the Commission’s 
regulations under the Federal Power Act, claiming, as of the effective date of 
the Commission’s license, January 1, 1938, an actual legitimate original cost of 
the Holtwood project in the amount of $16,222,141.59, with an applicable reserve 
for accrued depreciation as of that date in the amount of $2,882,895, resulting 
in a claimed net investment of $13,339,246.59. 

The original licensee’s books of account show a net increase in project cost 
from January 1, 1938, to June 1, 1955, totaling $2,633,805.51, and a net increase in 
the applicable reserve for accrued depreciation during that period totaling 
$3,579,615.46; resulting in a total claimed project cost of $18,855,947.10 as of 
June 1, 1955, with an applicable reserve for accrued depreciation in the amount 
of $6,462,510.46. 

The Commission’s staff made an examination of the books and records of the 
original licensee and other data for the purpose of ascertaining the correctness 
of these amounts. While the staff examination was in progress, the project 
property and the license therefor were transferred from Pennsylvania Water & 
Power Co. to Pennsylvania Power & Light Co., as of June 1, 1955." Following 
that transfer, the staff questioned certain items of claimed cost with representa- 
tives of Pennsylvania Power & Light Co. (hereinafter referred to as Licensee), 
resulting in a tentative agreement, subject to Commission approval, with re- 
spect to certain proposed adjustments and the accounting disposition therefor. 

The adjustments so agreed upon reduce the total claimed cost of project as of 
January 1, 1938, by the amount of $790,150.30; reduce the claimed net increase 
in project cost from January 1, 1938, to June 1, 1955, by the amount of 
$1,292,377.09; and reduce the claimed net increase in applicable reserve for 
accrued depreciation from January 1, 1938, to June 1, 1955, by the amount of 
$394,258.20. 

The proposed adjustments are as follows: 


1The project is located on the Susquehanna River in Lancaster and York counties, Pa. 
It may be described, generally, as the Holtwood project. The license, issued pursuant to 
sec. 4 (e) of the Federal Power Act is, by its terms, effective for the period January 1, 
1938, to June 30, 1970. By order issued May 5, 1955, project No. 1881, the Commission 
approved a transfer of the license for the Holtwood project to the Pennsylvania Power & 
Light Co. 

2 Art. 13 of the license provides for the Commission’s determination, as of the effective 
date of the license, of the actual legitimate original cost of the project and the applicable 
reserve for accrued depreciation; the difference being the net investment of the Licensee 
in the project as of that date. 

* Under a plan of merger authorized by order of this Commission issued May 5, 1955. 
In the Matter of Pennsylvania Water € Power Company, Pennsylvania Power ¢& Light 
Company, Docket Nos. E-6597, E—6598, the properties and other net assets of Pennsylvania 
Water & Power Co., including the Holtwood prouject, were merged with those of Pennsyl- 
vania Power & Light Co. on June 1, 1955. 
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Applicable to the project as of Jan. 1, 1938 


Reclassification of the claimed cost of land and land rights in ac- 


cordance with the provisions of license__..._.__.....-----_~-- $80, 153. 64 
Reclassification of the claimed cost of structures and equipment 
SGCOUGITIG GD TUMNCCNONE CUNT Winkie 168, 280. 61 
Reversal of transfer of cost of fishway to electric plant in service 
RINGER cntniteckcn etc icnnbinnantnisettennbnnetoans (37, 806. 87) 
To correct for erroneous distribution of overhead costs at Jan. 1, 
FO arctan nck cn naan eld ainedenlli enamel ees amipaenabnaiaa 579, 522. 92 
ORO isscitereiiteceect sessed etisalat einlscrtahianetdlininmnataplishimasabia 790, 150. 30 


Applicable to the project for the period of Jan. 1, 1938, to June 1, 1955 


Unrecorded retirement of tree planting cost____.__._.--_---_-------- $13, 010. 73 
Reclassification of the recorded cost of land and land rights in 

accordance with the provisions of the license__._._.____-_----__ 44, 553. 01 
Reclassification of recorded cost of structures and equipment ac- 

condi 00 TeRIee GR Wieck eanes 314, 760. 88 


Maintenance cost improperly capitalized and unrecorded retire- 
ment of overheads on parts reused re conversion of three 


generators from 25 cycle to 60 cycle___..----___-------_~-_-- 105, 609. 42 
Maintenance cost improperly capitalized re alterations to power- 
Downe DACHIION GOE CHUIINIII...ccicnienctinseatekettmadins 37, 737. 35 


Reversal of retirement and replacement accounting for the cost of 
certain changes in structures and equipment considered to be 





SE ine int th tsstasisteesicititieanin nisin inimateniniecicaitiaa 678, 375. 02 
Deficiency in retirement of overheads associated with the retire- 

ment of plant installed prior to Jan. 1, 1988____-_--_-_-_-__-----_--- 43, 298. 88 
Reversal of transfer of cost of fishway to electric plant in service 

GGG cédititndintane si nictcicnn cab eeenaenaaeaaaee 55, 031. 80 

OU sah diiiccininhiaaaaitnitadica ge eae ea 1, 292, 377. 09 

Dovel a OH ae Bh Baie sectioning 2, 082, 527. 39 


The foregoing adjustments, including certain reclassifications which do not 
affect the total project cost, are reflected in the attached schedule as of June 
1, 1955. 

After giving effect to those adjustments, the staff recommends, and the licen- 
see’s representatives have concurred, that the Commission determine— 

(1) The actual legitimate original cost of the Holtwood project as of January 
1, 1938, the effective date of the Commission’s license, to be $15,431,991.29. 

(2) The accrued depreciation reserve applicable to the Holtwood project as 
of January 1, 1938, to be $2,882,895, comprised of $2,708,013, associated with hy- 
draulic production plant; $146,044, associated with transmission plant; and 
$28,838, associated with general plant. 

(3) The resulting net investment by licensee in the Holtwood project as of 
January 1, 1988, to be $12,549,096.29. 

(4) The net increase in the project plant accounts for the period January 1, 
1938, to June 1, 1955, to be $1,341,428.42. 

(5) The net increase in the applicable reserve for accrued depreciation from 
January 1, 1938, to June 1, 1955, to be $3,185,356.66, comprised of $2,931,664.37, 
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associated with hydraulic production plant; $233,536.67, associated with trans- 
mission plant; and $20,155.62, associated with general plant. 

(6) The actual legitimate original cost of the Holtwood project as of June 1, 
1955, to be $16,773,419.71. 

(7) The applicable reserve for accrued depreciation as of June 1, 1955, to be 
$6,068,251.66, comprised of $5,639,677.37, associated with hydraulic production 
plant ; $379,580.67, associated with transmission plant; and $48,993.62, associated 
with general plant. 

(8) The resulting net investment by licensee in the Holtwood project, as of 
June 1, 1955, to be $10,705,168.05. 

The recommended determinations of actual legitimate original cost of the 
project plant, net increase in project cost, both according to prescribed primary 
plant account; and the applicable reserve for accrued depreciation, and the net 
increase therein, both classified by functional groups, are shown by the attached 
schedule. 

The accounting disposition of all amounts involved in the proposed adjust- 
ments agreed to by the staff and representatives of the licensee is shown by 
the following composite journal entry: 


Account Debit 


100.1 Electric plant in service project. $12, 167, 599. 93 

100.1 Electric plant in service nonproject--............-- cre 1, 123, 851. 68 

100.6 ! Electric plant in process of reclassification ctindlne $14, 250, 127. 32 
110 Other physical property --.- 

250 Reserve for depreciation of e 

271 Earned surplus = 483, 772. 60 


14, 250, 127. 32 14, 250, 127. 32 


1 To clear from Account 100.6, Electric Plant in Process of Reclassification, the amount of $14,250,127.32 
recorded in the accounts of licensee upon consummation of the merger transaction with the former licensee, 
Pennsylvania Water & Power Co. 


On November 1, 1956, the licensee filed revised statements of cost reflecting the 
proposed adjustments and accounting dispositions and the resulting cost and 
accrued depreciation as proposed for allowance by the staff. 

The Public Utility Commission of Pennsylvania was advised, by letter of this 
Commission dated January 4, 1957, of the proposed adjustments and accounting 
dispositions, together with the resulting cost and accrued depreciation as pro- 
posed for allowance by the staff and concurred in by the licensee. By letter 
dated January 10, 1957, that Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) The licensee by its tentative agreement and the revised statements which 
it filed, and the Public Utility Commission of Pennsylvania by its letter dated 
January 10, 1957, have obviated the necessity for the notice and opportunity to 
protest, provided by sections 4.4, 4.5, 4.22, and 4.23 of the Commission’s regula- 
tions under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) As of the effective date of the license, January 1, 1938, the actual legiti- 
mate original cost of the Holtwood project is $15,431,991.29, the applicable re- 
serve for accrued depreciation as of that date is $2,882,895, resulting in a net 
investment by the licensee as of that date of $12,549,096.29. The net increase 
or change in the project plant accounts for the period, January 1, 1938, to June 1, 
1955, amounts to $1,341,428.42, and the net increase or change in the applicable 
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accrued depreciation reserve during that period amounts to $3,185,356.66. The 
actual legitimate original cost of the Holtwood project as of June 1, 1955, is 
$16,773,419.71, and the applicable reserve for accrued depreciation as of that 
date is $6,068,251.66, resulting in a net investment by the licensee us of that 
date of $10,705,168.05. 


The Commission orders: 


(A) The provisions of sections 4.4, 4.5, 4.22, and 4.23 of the Commission’s regu- 
lations under the Federal Power Act be and they hereby are waived for the 
purposes of this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the licensee be and they hereby are approved and directed to be 
made by licensee. 

(C) Licensee, to the extent that it has not already done so, shall— 

(a) establish and maintain control and detailed plant accounts for the 
project, showing the debit balance of $15,431,991.29 as of January 1, 1938; 
the debit amount of $1,341,428.42 as the net increase or change in project plant 
accounts during the period January 1, 1938, to June 1, 1955; and the debit balance 
of $16,773,419.71 as of June 1, 1955; all as more specifically shown by primary 
plant accounts as set forth in the attached schedule; and (b) establish and 
maintain a reserve account for accrued depreciation applicable to project prop- 
erties showing the credit balance of $2,882,895 as of January 1, 1938; the credit 
amount of $3,185,356.66 as the net increase or change in the reserve for accrued 
depreciation applicable to the project for the period January 1, 1938, to June 1, 
1955; and the credit balance of $6,068,251.66 as of June 1, 1955; all classified 
by functional groups as shown in the attached schedule. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7, showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


NEW ENGLAND POWER CO.—PROJECT NO. 1892 












ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF REDEVELOPED PROJECT 


AND PRESCRIBING ACCOUNTING THEREFOR 





(Issued January 31, 1957) 

















New England Power Co., licensee for project No. 1892, on December 3, 1951, 
filed a statement, pursuant to section 4.1 of the Commission’s regulations under 
the Federal Power Act, claiming, as of September 30, 1951,’ an actual legitimate 
original cost of the Wilder project in the amount of $14,480,929.07.* 

The Commission’s staff made an examination of the books and records of the 
licensee and other data for the purpose of ascertaining the correctness of those 
amounts. Following that study a conference was held by the staff with repre- 
sentatives of the licensee, at which an agreement, subject to Commission approval, 
was reached with respect to certain proposed adjustments and accounting dis- 
positions. 

The adjustments so agreed upon reduce licensee’s total claimed cost of project 
as of September 30, 1951, by the amount of $234,303.02, and are comprised of the 
following items: 





Transmission line costs applicable to project No. 1855__._._-_--_____ $1, 469. 34 
Noskpraject Commismmnrn’ wattle a nisi si di endienaeeae ae 3, 081. 20 
Subsequent adjustment of interest charges due to reduction in in- 

RIS aan cert ccencep acerca acide eeial egeeacecailla 132, 959. 21 
CUAL, ON OE OTN ING ain icici iti ee 50, 735. 35 


Excess over original cost of flowage rights acquired from predecessor. 34, 459. 94 
Preliminary costs of proposed transmission line abandoned_____---_~_ 9, 648. 63 
Taxes and net rental income prior to construction period___._.___-____ 1, 949. 35 














I aia ices nna ke a a le al Si 234, 303. 02 





The foregoing adjustments, including certain reclassifications which do not 
affect the total project cost, are reflected in the attached schedule, which also 
shows the distribution of project indirect and overhead costs to prescribed pri- 







1The project is located on the Connecticut River in Orange and Windsor Counties, Vt., 
and Cheshire, Grafton, and Sullivan Counties, N. H. It is a redeveloped project, the 
original project having been constructed about 1882. It may be described, generally, as the 
Wilder project. The license, issued pursuant to sec. 4 (e) of the Federal Power Act is, by 
its terms, effective for the period January 1, 1938, to June 30, 1970. 

2?Closing date of the initial cost statement selected by the licensee in order to comply 
with the requirement for filing the same within 1 year after date of commencement of 
commercial operation of the redeveloped hydroelectric plant, December 1, 1950. 

? Article 17 of the license provides for the Commission’s determination of the actual 
legitimate original cost of the redeveloped project. That article also provides for the 
Commission’s determination, as of the effective date of the license (January 1, 1938), 
of the actual legitimate original cost of the original project and the applicable reserve for 
accrued depreciation ; the difference being the net investment of the licensee in the project 
as of that date. However, as indicated by par. (E) of this order, neither the determination 
of cost nor the determination of applicable accrued depreciation of the original project 
as of January 1, 1938, are the subjects of this order; except the cost of certain lands 
comprising a part of the original and redeveloped projects which are reflected in the deter- 
mination herein made. 
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mary plant accounts as proposed by the staff and concurred in by licensee’s 
representatives. 

After giving effect to those adjustments, the staff recommends and licensee’s 
representatives have concurred, that the Commission determine the actual 
legitimate original cost of the Wilder project as of September 30, 1951, to be 
$14,246,626.05; all as more specifically shown by primary plant accounts in the 
attached schedule before and after the distribution of project indirect cost and 
coustruction overheads. 

The accounting disposition of all amounts involved in the proposed adjustments 
as agreed to by the staff and representatives of the licensee is shown by the 
following composite journal entry: 





100.1 Electric plant in service—project No. 1855_--------------_~- $1, 469. 34 
100.1 Electric plant in service—nonproject___-_-----_----------. 3, 081. 20 
250 Reserve for depreciation of electric plant—nonproject____-_- 50, 735. 35 
258* Other reserves—reserves re interest during construction. 132, 959. 21 
271 TE Diag sani scihicicn cnc eosin eatin tiindndiaatieiniame 46, 057. 92 


234, 303. 02 
1This reserve was created by charges to Account 271, Earned Surplus. 

On September 18, 1956, the licensee filed revised statements of cost reflecting 
the proposed adjustments, accounting dispositions, and resulting project cost as 
proposed for allowance by the staff. 

The Public Service Commission of New Hampshire and the Public Service Com- 
mission of Vermont were advised by letters of this Commission dated December 
14, 1956, of the proposed adjustments and accounting dispositions. By letters 
dated December 26, 1956, and December 18, 1956, respectively, those Commissions 
indicated no objection to the foregoing. 

The Commission finds: 

(1) The licensee, by its tentative agreement and the revised statements which 
it filed, and the Public Service Commissions of New Hampshire and Vermont, by 
their respective letters dated December 26, 1956, and December 18, 1956, have 
obviated the necessity for the notice and opportunity to protest, provided by sec- 
tions 4.4 and 4.5 of the Commission’s regulations under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable and 
proper for the purposes of the Federal Power Act. 

(3) As of September 30, 1951, the actual legitimate original cost of the Wilder 
project is $14,246,626.05. 

The Commission orders: 


(A) The provisions of sections 4.4 and 4.5 of the Commission’s regulations 
under the Federal Power Act be, and they hereby are, waived for the purposes of 
this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the licensee be, and they hereby are, approved and directed to be 
made by licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the project showing the 
debit balance of $14,246,626.05 as of September 30, 1951; all as more specifically 





Oo 


n 
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shown by prescribed primary plant accounts as set forth in the attached 
schedule. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7 showing compliance with this order. 

(E) The determination of the original cost, accrued depreciation, and resulting 
net investment in the original project as of January 1, 1938, as provided in article 
17 of the license (except the cost of certain lands comprising a part of the 
original and redeveloped projects which are reflected in the determination herein 
made), is reserved for future Commission consideration, if and when such deter- 
mination is necessary and appropriate for the purposes of the Federal Power Act. 
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Before Commissioners: 





Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline. 


CONSOLIDATED WATER POWER CO.—PROJECT NO. 2192 


ORDER ISSUING LICENSE 







(MAJOR) 
(Issued January 31, 1957) 


Application was filed August 15, 1955, and later supplemented by Consolidated 
Water Power Co. (applicant), of Wisconsin Rapids, Wis., for a license under 
section 4 (e) of the Federal Power Act (hereinafter referred to as the act) for 
existing project No. 2192, known as the Biron project, originally constructed 
in 1854, on Wisconsin River, a navigable waterway of the United States, in Wood 
and Portage Counties, Wis. ind affecting lands of the United States. 

The Secretary of the Army and the Chief of Engineers have reported favorably 
on the application, subject to the inclusion in the license of certain conditions 
in the interests of navigation as hereinafter provided. 

An Assistant Secretary of the Interior has reported that the department has 
no objection to the issuance of a license for the project. 

The application was filed pursuant to the Commission’s letter dated April 24, 
1946, in docket No. IT-5501 to Consolidated Water Power & Paper Co. (the 
former owner of the project), which requested that the company apply for a 
license for the project in view of the decision of the Circuit Court of Appeals for 
the Seventh Circuit in Wisconsin Public Service Corporation v. Federal Power 
Commission, 147 F. 2d 748, certiorari denied by the United States Supreme 
Court, 325 U. S. 880, affirming the Commission’s order and finding therein that 
the Wisconsin River is navigable in its entire length. 

The Public Service Commission of Wisconsin in reporting on the application 
stated that the State of Wisconsin withholds any objection to the issuance of 
a license for the project, provided the terms and conditions thereof do not 
adversely affect the interests of the State of Wisconsin. 


The Commission finds: 


(1) The project will be located upon a navigable water of the United States 
and will occupy lands of the United States. 

(2) The constructed project consists of— 

(a) All lands constituting the project area and enclosed by the project bound- 
ary, or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned, or held by the applicant or by the United States; 
such project area and project boundary being more specifically shown and 
described by certain exhibits which formed part of the application for license 
and which are designated and described as follows: 

Exhibit J: Sheet 1 (FPC No. 2192-2)—general location map. 
Exhibit K: (as revised) Sheets 1 through 4 (FPC Nos. 2192-9 through -12)— 
project boundary location. 

(b) All project works consisting principally of a concrete dam about 2,533 
feet long composed of gravity wall sections, gate sections, a powerhouse sub- 
structure section, and a grinder building substructure section; two earthen 
dikes about 15,902 feet in total length; a concrete seawall about 2,275 feet long; 
a reservoir extending to the tailwater of the existing project of Whiting-Plover 
Paper Co. (project No. 1967) ; hydroelectric installation of 3,700 horsepower and 
hydromechanical installation of 4,425 horsepower; and appurtenant facilities ; 
the location, nature and character of which project works are more specifically 
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shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license and which are 
designated and described as follows: 
Exhibit L: Sheets 1 through 6 (FPC No. 2192-3 through -8)—general design 
drawings. 
Exhibit M: Statement in two sheets—general descriptions of mechanical 
and electrical equipment (filed August 15, 1955). 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, 
if and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesced in by the Commission ; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(3) The applicant is a corporation organized under the laws of the State 
of Wisconsin and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
pose of a license for the project. 

(4) No conflicting application is on file with the Commission. Public notice 
has been given as required by the act. 

(5) The project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(6) The project is best adapted to a comprehensive plan for improving and 
developing the Wisconsin River for use and benefit of interstate or foreign com- 
merce, for the improvement and utilization of waterpower development, and for 
other beneficial public uses, including recreational purposes. 

(7) The issuance of a license for the project will not interfere or be inconsist- 
ent with the purposes of any reservation or withdrawal of public lands. 

(8) The amount of annual charges to be paid under the license for the purpose 
of reimburing the United States for the costs of administration of part I of the 
act and for recompensing it for the use, occupancy, and enjoyment of its lands is 
reasonable as hereinafter fixed and specified. 

(9) The maps, plans, and specifications designated and described in finding 
(2) above conform to the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project. 


The Commission orders: 


(A) This license is issued to Consolidated Water Power Co. under section 
4 (e) of the act, for a period effective January 1, 1938, and terminating June 30, 
1970, for the operation and maintenance of project No. 2192 located upon the 
Wisconsin River, a navigable water of the United States, and affecting lands 
of the United States, subject to the terms and conditions of the act which is in- 
corporated by reference as a part of this license, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This license is also subject to the terms and conditions set forth in Form 
1-5, December 15, 1953, entitled “Terms and Conditions of License for Con- 
structed Major Project Affecting Navigable Waters and Lands of the United 
States,” except for articles 6, 9, 10, 11, 12, 13, 18, 19, 20, and 21 thereof, which 
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terms and conditions are attached hereto and made a part hereof; and subject 
to the following special condition set forth herein as an additional article: 

Article 27. The licensee shall pay to the United States the following annual 
charges: 

(a) For the purpose of reimbursing the United States for the costs of ad- 
ministration of part I of the act, $1,031. 

(b) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $5.28. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 


FORM L-5 


Terms and Conditions of License for Constructed Major Project Affecting 
Navigable Waters and Lands of the United States 


December 15, 1953 





Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, that if the licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits there- 
tofore made a part of the license as may be specified by the Commission. 

Article 3. If the licensee shall contemplate any alteration in or addition to 
the project area or project works shown and described by the approved exhibits 
referred to in article 2 herein, the licensee shall submit to the Commission for 
approval amended, supplemental, or additional exhibits under the provisions 
of said article covering such alteration or addition, together with a statement 
in writing setting forth the reasons which necessitate or justify such alteration 
or addition except when emergency shall require for the protection of navigation, 
life, health, or property, no substantial alteration or addition not in conformity 
with the approved plans shall be made to any dam or other project works under 
the license without the prior approval of the Commission; and any emergency 
alteration or addition so made shall thereafter be subject to such modification 
and change as the Commission may direct. Minor changes in the project works 
or divergence from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in impairment of 
the general scheme of development; but any of such minor changes made without 
the prior approval of the Commission, which in its judgment have produced or 
will produce any of such results, shall be subject to such alteration as the Com- 
mission may direct. The licensee shall comply with such rules and regula- 
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tions of general or special applicability as the Commission may from time to 
time prescribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, whether or not conducted upon lands of 
the United States, shall be subject to the inspection and supervision of the 
Regional Engineer, Federal Power Commission, in the region wherein the project 
is located, or of such other officer or agent as the Commission may designate, who 
shall be the authorized representative of the Commission for such purposes. 
The licensee shall furnish to said representative such information as he may 
require concerning the operation and maintenance of the project, and of any 
alteration thereof, and shall notify him of the date upon which work with respect 
to any alteration will begin, and so far in advance thereof as said representative 
may reasonably specify, and shall notify him promptly in writing of any sus- 
pension of work for a period of more than one week, and of its resumption and 
completion. The licensee shall allow him and other officers or employees of 
the United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream 
or streams from which water is diverted for the operation of the project works, 
the amount of water held in and withdrawn from storage, and the effective head 
on the turbines, the licensee shall install and thereafter maintain such gages 
and stream-gaging stations as the Commission may. deem necessary and best 
adapted to the requirements; and shall provide for the required readings of such 
gages and for the adequate rating of such stations. The licensee shall also 
install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and 
may be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commis- 
sion or upon the specific direction of the Commission. The installation of gages, 
the ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in cooperation with, the District Engineer 
of the United States Geological Survey having charge of stream-gaging opera- 
tions in the region of said project, and the licensee shall advance to the United 
States Geological Survey the amount of funds estimated to be necessary for such 
supervision or cooperation for such periods as may be mutually agreed upon. 
The licensee shall keep accurate and sufficient record of the foregoing determina- 
tions to the satisfaction of the Commission, and shall make return of such records 
annually at such time and in such form as the Commission may prescribe. 

Article 6. In the maintenance or alteration of the project, the location and 
standards of roads and trails, and other land uses, including the location and 
condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities, 
shall be subject to the approval of the department or agency of the United States 
having supervision over the lands involved. 

Article 7. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the licensee for the purpose of full 
public utilization of such lands and waters for navigation and recreational pur- 
poses, including fishing and hunting, and shall allow to a reasonable extent for 
such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
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be subject to payment of rent to the licensee in a reasonable amount: Provided, 
that the licensee may reserve from public access, such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and provided further, that the licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not, without its express agreement, place upon the licensee any obliga- 
tion to construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the District Engineer, Department of 
the Army, in charge of the locality. 

Article 9. In the maintenance of the project works, the licensee shall place 
and maintain suitable structures and devices to reduce to a reasonable degree 
the liability of contact between its transmission lines, and telegraph, telephone, 
and other signal wires or power transmission lines constructed prior to its trans- 
mission lines and not owned by the licensee, and shall also place and maintain 
suitable structures and devices to reduce to a reasonable degree the liability of 
any structures or wires falling and obstructing traffic and endangering life on 
highways, streets, or railroads. 

Article 10. The licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision for avoiding inductive interference between any project transmission line 
or other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility in- 
stalled or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of 
the United States in administering the lands under its jurisdiction. None of 
the provisions of this article is intended to relieve the licensee from any responsi- 
bility or requirement which may be imposed by other lawful authority for avoid- 
ing or eliminating inductive interference. 

Article 11. The licensee shall clear such portions of transmission line rights- 
of-way across lands of the United States as are designated by the officer of the 
United States in charge of the lands; shall keep the areas so designated clear 
of new growth, all refuse, and inflammable material to the satisfaction of such 
officer ; shall trim all branches of trees in contact with or liable to contact the 
transmission line; shall cut and remove all dead or leaning trees which might 
fall in contact with the transmission line; and shall take such other precautions 
against fire as may be required by such officer. No fires for the burning of 
waste material shall be set except with the prior written consent of the officer 
of the United States in charge of the lands as to time and place. 

Article 12. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris re- 
sulting from the cutting or destruction of such timber shall be disposed of as 
the officer of such agency may direct. 

Article 13. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do 
everything reasonably within their power, both independently and upon request 
of officers of the agency of the United States concerned, to prevent, make ad- 
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vanced preparations for suppression, and suppress fires on lands occupied under 
the license. 

Article 14. Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with the project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit such 
control of pools as may be required to complete and maintain such navigation 
facilities. 

Article 15. The licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities constructed in con- 
nection with the project at the voltage and frequency required by such facilities 
and at a point adjacent thereto whether said facilities are constructed by the 
licensee or by the United States. 

Article 16. The operation of any navigation facilities, which may be con- 
structed as a part of or in connection with any dam or diversion structure con- 
stituting a part of the project works, shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the 
control of the level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of the Army. Such rules and regu- 
lations may include the construction, maintenance, and operation by the licensee, 
at its own expense, of such lights and signals as may be directed by the Secretary 
of the Army. 

Article 17. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, as may 
be necessary for the purposes of navigation on the navigable waterway affected ; 
and the operations of the licensee, so far as they affect the use, storage and dis- 
charge from storage of waters affected by the license, shall at all times be con- 
trolled by such reasonable rules and regulations as the Secretary of the Army 
may prescribe in the interest of navigation, and the Commission may prescribe 
for the protection of life, health, and property, and in the interest of the fullest 
practicable conservation and utilization of such waters for power purposes and 
for other beneficial public uses, including recreational purposes; and the licensee 
shall release water from the project reservoir at such rate in cubic feet per sec- 
ond, or such volume in acre-feet per specified period of time, as the Secretary 
of the Army may prescribe in the interest of navigation, or as the Commission 
may prescribe for the other purposes hereinbefore mentioned. 

Article 18. The licensee shall interpose no objection to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected, or by persons or corporations occupying 
lands of the United States under permit, of water for fire suppression from any 
stream, conduit or body of water, natural or artificial, used by the licensee in 
the operation of the project works covered by the license, or to the use by said 
parties of water for sanitary and domestic purposes from any stream or body 
of water, natural or artificial, used by the licensee in the operation of the project 
works covered by the license. 

Article 19. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands or other property of the United States, 
occasioned by the construction, maintenance, or operation of the project works 
or of the work appurtenant or accessory thereto under the license. Arrange- 
ments to meet such liability, either by compensation for such injury or destruc- 
tion, or by reconstruction or repair of damaged property, or otherwise, shall be 
made with the appropriate department or agency of the United States. 
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Article 20. The licensee shall allow any agency of the United States, with- 
out charge, to construct or permit to be constructed on, through, and across the 
project lands, conduits, chutes, ditches, railroads, roads, trails, telephone and 
power lines, and other means of transportation and communication not incon- 
sistent with the enjoyment of said lands by the licensee for the purposes stated 
in the license. This article shall not be construed as conferring upon the licensee 
any right of use, occupancy, or enjoyment of the lands of the United States 
other than for the operation and maintenance of the project as stated in the 
license. 

Article 21. There is reserved to the appropriate department or agency of the 
United States, or of the state or county involved, the right to take over, maintain, 
and supervise the use of any project road as a public road. 

Article 22. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the act and the rules 
and regulations of the Commission, and such cost less such accrued depreciation, 
so determined, shall be the net investment in the project as of such effective date. 

Article 28. After the first 20 years of operation of the project under the license, 
6 percent per annum shall be the specified rate of return on the net investment 
in the project for determining surplus earnings of the project for the establish- 
ment and maintenance of amortization reserves, pursuant to section 10 (d) 
of the act; one-half of the project surplus earnings, if any, accumulated after 
the first 20 years of operation under the license, in excess of 6 percent per 
annum on the net investment, shall be set aside in a project amortization reserve 
account as of the end of each fiscal year, provided that, if and to the extent 
that there is a deficiency of project earnings below 6 percent per annum for 
any fiscal year or years after the first 20 years of operation under the license, 


the amount of such deficiency shall be deducted from the amount of any surplus 
earnings accumulated thereafter until absorbed, and one-half of the remaining 
surplus earnings, if any, thus cumulatively computed, shall be set aside in the 
project amortization reserve account; and the amounts thus established in the 
project amortization reserve account shall be maintained therein until further 
order of the Commission. 


Article 24. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for pur- 
poses of generating, transmitting, or distributing power shall be made without 
the prior written approval of the Commission; and the Commission may, if in 
its judgment the situation warrants, require that all the conditions of the 
license, of the act, and of the rules and regulations of the Commission shall be 
applicable to such lease and to such property so leased to the same extent as if 
the lessee were the licensee: Provided, that the provisions of this article shall 
not apply to parts of the project or project works which may be used by another 
jointly with the licensee under a contract or agreement whereby the licensee 
retains the occupancy, possession, and control of the property so used and 
receives adequate consideration for such joint use, or to leases of land while 
not required for purposes of generating, transmitting, or distributing power, or 
to buildings or other property not built or used for said purposes, or to minor 
parts of the project or project works, the leasing of which will not interfere with 
the usefulness or efficient operation of the project by the licensee for such 
purposes. 

Article 25. The licensee, its successors and assigns shall, during the period of 
the license, retain the possession of all project property covered by the license 
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as issued or as later amended including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties, necessary or useful to the project and to the develop- 
ment, transmission, and distribution of power therefrom will be voluntarily sold, 
transferred, abandoned, or otherwise disposed of without the approval of the 
Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in section 14 of the act, 
or is transferred to a new licensee under the provisions of section 15 of the act, 
the licensee, its successors and assigns will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the maintenance 
and operation of the project, and will pay and discharge, or will assume re- 
sponsibility for payment and discharge, of all liens or incumbrances upon the 
project or project property created by the licensee or created or incurred after 
the issuance of the license: Provided, that the provisions of this article are not 
intended to prevent the abandonment or the retirement from service of struc- 
tures, equipment, or other project works in connection with replacements thereof 
when they become obsolete, inadequate, or inefficient for further service due to 
wear and tear, or to require the licensee, for the purpose of transferring the 
project to the United States or to a new licensee, to acquire any different title 
to or right of user in any of such project property than was necessary to acquire 
for its own purposes as licensee. 

Article 26. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


PUBLIC SERVICE COMPANY OF INDIANA, INC.—PROJECT NO. 2211 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued January 31, 1957) 


Application was filed July 11, 1956, by Public Service Company of Indiana, 
Ine. (Applicant), of Plainfield, Ind., for a preliminary permit under the Federal 
Power Act (act) for proposed project No. 2211 to be located on the Ohio River, 
navigable waters of the United States, at the proposed high-lift U. 8S. Govern- 
ment Markland Navigation Dam, in Switzerland County, approximately 1 mile 
upstream from Markland, Ind. 

As described in the application, the proposed project would consist of a power- 
house located at the Indiana end of the Markland Dam with an installed capacity 
of 80,000 kilowatts; a substation; and a transmission line to deliver project 
energy to the applicant’s existing transmission system. 

The applicant states that the power generated would be used in its existing 
electric transmission and distribution system in Indiana for public utility 
purposes. 

The Department of the Army, in reporting on the application, stated that the 
proposed project would constitute a part of the Markland navigation dam which is 
under construction and will be operated by the Corps of Engineers, and recom- 
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mended that applicant closely coordinate his studies with the District Engineer, 
Corps of Engineers, at Louisville, Ky., in order that navigation interests may be 
protected as hereinafter provided. 

An Assistant Secretary of the Interior in reporting on the application, recom- 
mended that project planning shall be carried on by the applicant in cooperation 
with the United States Fish and Wildlife Service, the Kentucky Department of 
Fish and Wildlife Resources, and the Indiana Department of Conservation in 
order that adequate consideration can be given to the protection of fish and 
wildlife resources in the affected area as hereinafter provided. 

The Governor; the Public Service Commission; the Department of Conserva- 
tion, Division of Fish and Game; and the Flood Control, Water Resources Board, 
of the State of Indiana have been notified of the filing of the application for the 
preliminary permit. The only reply received to date is from the Public Service 
Commission, which recommended the granting of the preliminary permit. 

No construction is authorized under this preliminary permit. The permit 
merely gives permittee, during the period of the permit, the right to priority of 
application for license while the permittee undertakes the necessary studies and 
examinations, including the preparation of maps and plans, in order to deter- 
mine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the project 
power, and all other information necessary for inclusion in an application for 
license, should one be filed. 

































The Commission finds: 





(1) The applicant is a corporation organized under the Indiana General 
Corporation Act. 

(2) The proposed project affects navigable waters of the United States and 
utilizes water from the Markland navigation dam of the United States. 

(3) Public notice of the application has been given as required by the act. 
No protests have been filed. There are no known conflicting applications for 
preliminary permits or licenses before the Commission. 


The Commission orders: 





(A) This preliminary permit is issued to Public Service Company of Indiana, 
Inc. (hereinafter referred to as the permittee), for a period of 10 months, effec- 
tive as of January 1, 1957, for the sole purpose of maintaining priority of appli- 
cation for a license for proposed project No. 2211, affecting navigable water of the 
United States, subject to the terms and conditions of the act which is hereby 
incorporated by reference as a part of this permit, and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions of 
the act. 

(B) This permit is also subject to the terms and conditions set forth in form 
P-1,* entitled “Terms and Conditions of Preliminary Permit,” which terms and 
conditions (described as arts. 1 through 8) are attached hereto and made a part 
hereof; and subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 9. The permittee shall submit at the close of each 5-month period from 
the effective date of the preliminary permit to the Regional Engineer, Federal 
Power Commission, Chicago, Ill., having supervision over the project, or to such 
other officer as the Commission may designate, accurate statements of the work 
accomplished during the period and of the work contemplated under the pre- 
liminary permit for the ensuing period. 


*For the contents of form P-1, see 16 F. P. C. 1303. 
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Article 10. The permittee shall during the period of project planning coordi- 
nate its studies with the District Engineer, Corps of Engineers, at Louisville, 
Ky., in order that navigation interests may be protected. 

Article 11. The permittee shall during the period of project planning cooperate 
with the United States Fish and Wildlife Service, the Kentucky Department of 
Fish and Wildlife Resources, and the Indiana Department of Conservation in 
order that adequate consideration can be given to the protection of fish and 
wildlife resources of the affected area. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this preliminary permit. In acknowledgment of the acceptance of 
this preliminary permit, it shall be signed for the permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


AMENDMENT TO PART 11 OF SUBCHAPTER B OF THE RULES RELATING 
TO ANNUAL CHARGES PRESCRIBED FOR LICENSEES UNDER THE 
PROVISIONS OF THE FEDERAL POWER ACT—DOCKET NO. R-129 


ORDER NO. 172—-A—ORDER GRANTING REDUCTION IN ANNUAL ADMINISTRATIVE CHARGES 
FOR CERTAIN SPECIFIED YEARS 


(Issued January 31, 1957) 


Pursuant to Public Law 278, approved August 15, 1953 (67 Stat. 587), the 
Commission by its order No. 172 issued April 28, 1954, amended part 11 of sub- 
chapter B of its regulations under the Federal Power Act (18 C. F. R., Part 11), 
by the addition of section 11.28 thereunder so as to entitle a State or municipal 
licensee to a reduction in the amount of the annual charges fixed under a license 
heretofore or hereafter issued for a major project to the extent of 30 percent 
of the net amount of the charges assessed for the purpose of reimbursing the 
United States for the cost of administration of part I of the Federal Power Act 
as reduced by any exemption that may be granted pursuant to section 10 (e) of 
the act. The amendment was made retroactively effective from and after 
January 1, 1954. 

Subsequently, the Commission granted a rehearing on and stay of its order 
No. 172. Prehearing conferences before a Commission examiner on the issues 
involved were held on February 2 and December 4, 1956, in which all parties 
herein participated, including Commission staff counsel. The conferences re- 
sulted in an agreement by all the parties in this proceeding ineluding staff 
counsel as follows: 

(1) It is agreed that the representatives of the licensees which are parties 
to this proceeding and the Commission’s staff recommend that the Commission 
reduce the annual charges to all State and municipal licensees by 65 percent 
of the annual charges assessed under such licenses for reimbursing the United 
States for the costs of administration of part I of the Federal Power Act for 
calendar years 1953, 1954, 1955, and 1956, without prejudice to the position t 
be taken thereafter by any of the parties or by the staff in the future; 

(2) It is agreed that it is also recommended that the present proceeding be 
continued, including the hearing ordered by the Commission, for the purpose of 
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fixing the annual administrative charges to be paid by State and municipal 
licensees for the calendar years subsequent to the calendar year 1956. 

The occasion for the recommendation contained in subparagraph (1) above 
was the fact that during the years specified State and municipal licensees had 
not been billed nor had they made remittance of any charges owing for those 
years for the costs of administration of part I of the Federal Power Act, and it 
was felt that some disposition should be made of those obligations without fur- 
ther delay. We believe the agreement to be the most appropriate and practical 
means of disposing of the matter at this time insofar as past uncollected charges 
are concerned. 


The Commission finds: 


It is both desirable and in the public interest to adopt the recommendations 
above set out; to grant the aforementioned reduction of 65 percent with respect 
to the annual charges assessed under State and municipal licenses for reimburs- 
ing the United States for the costs of administration of part I of the Federal 
Power Act for the 4 years involved, and to continue for further hearing the pres- 
ent proceeding for the purpose of fixing the annual administrative charges to be 
paid by State and municipal licensees for the calendar years subsequent to the 
calendar year 1956, as hereinafter provided. 


The Commission orders: 


(A) The annual charges specified in the major licenses issued to all States 
and municipalities for reimbursing the United States for the costs of administra- 
tion of part I of the Federal Power Act for the calendar years 1953, 1954, 1955, 
and 1956 are reduced by 65 percent, without prejudice to the position to be taken 
hereafter by any of the parties to this proceeding or by the staff. 

(B) This proceeding shall continue including the hearing in progress pursuant 
to our order issued August 30, 1954, for the purpose of fixing the annual admin- 
istrative charges to be paid by State and municipal licensees for the calendar 
years subsequent to the calendar year 1956. 


VILLAGE OF FRANKLIN, ILL.—DOCKET NO. G-8471 
CITY OF HICKMAN, KY.—DOCKET NO. G-8526 
CITY OF CLINTON, KY.—DOCKET NO. G-8771 
CITY OF LA CENTER, KY.—DOCKET NO. G-8888 
CITY OF BARDWELL, KY.—DOCKET NO. G-8939 
CITY OF WICKLIFFE, KY.—DOCKET NO. G-8962 
LAKE COUNTY UTILITY DISTRICT—DOCKET NO. G-8963 


UPON APPLICATIONS UNDER SECTION 7 (A) OF THE NATURAL GAS ACT 
(Issued November 23, 1956) * 
Syllabus 


Commission directs Panhandle and Trunkline to establish connections with 
the facilities of and to make sales to certain applicants, and reopens the 
record to allow some of the section 7 (a) applicants to present further evi- 
dence in support of the economic and financial feasibility of their respective 
projects. P. 126. 

Orville N. Foreman, of Robinson, Foreman, Rammelkamp & Bradney, for Vil- 

lage of Franklin, Il. 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued January 31, 1957, infra, p. 127. Rehearing denied by order issued 
March 18, 1957. 
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Daryal A. Myse for Cities of Hickman, Clinton, La Center, Bardwell, and 
Wickliffe, Ky., Lake County Utility District, and the Public Service Commission 
of Kentucky. 

Edwin M. Miller for staff of the Federal Power Commission. 

PuRDUE, Presiding Examiner: In these proceedings, the applicants above named 
seek orders under section 7 (a) of the Natural Gas Act directing either Pan- 
handle Eastern Pipe Line Co. (Panhandle) or Trunkline Gas Co. (Trunkline) to 
connect its transportation facilities with those which the applicants propose to 
construct, and to sell natural gas to them. In 1955, a hearing was had in the 
proceedings ; and thereafter, on June 30, 1956, the Commission issued its opinion 
No. 292 and accompanying order. 15 F. P. C. 46. Thereby the Commission 
ordered that the record be reopened for the purpose of affording said applicants 
an opportunity to make a further showing as to the economic and financial 
feasibility of their proposed projects. Jd., pages 71, 76. A second hearing was 
held before the examiner on September 17-21, 1956. Evidence both oral and docu- 
mentary was introduced by the respective applicants. Cross-examination was 
conducted by staff counsel, and by Panhandle and Trunkline, intervenors in the 
reopened proceedings. Following the conclusion of the second hearing, the 
participants filed briefs, and the proceedings were submitted for consideration 
and decision. 

The staff recommends that the applications of the village of Franklin, Ill., and 
the city of Hickman, Ky., be granted ; and that the remainder of the applications, 
namely those of the cities of Clinton, La Center, Bardwell, and Wickliffe, Ky., and 
Lake County [ Tennessee] Utility District, be denied. The intervenors Panhandle 
and Trunkline, likewise, do not oppose the applications of Franklin and Hickman, 
but do oppose those of the other applicants. 

The village of Franklin seeks service from Panhandle; the other applicants 
seek service from Trunkline. A description of the respective proposed projects 
is contained in the examiner's initial decision herein, issued March 6, 1956, 
mimeo., pages 79-82, and will not be repeated. 

Village of Franklin, Ill. The initial showing of the village of Franklin was 
deficient in two respects. First, the debt-service coverage ratio, based upon a 
30-year amortization schedule for the bond issue and a third-year allocation of 
gas, fell below the required minimum of 1.5... Second, the basis for the estimated 
number and rate of customer attachments was insufficient. These deficiencies 
in the showing have now been overcome. 

A supplemental engineering report relative to Franklin, introduced in evidence 
at the second hearing, gives a coverage of 1.694. The improved economic and 
financial picture results from a small increase in rates and an increase in the 
number of potential customers to be connected in the first year of operation. 

Despite a recent rise in the prices of steel and cast iron, the estimated cost of 
construction of the project has not been changed. The retention of the original 
construction cost estimate seems to be warranted, since it has developed that the 
original estimate was apparently too high. The original estimate made use of the 
Same unit prices as did the engineering estimates for the neighboring projects of 
Pleasant Hill, Waverly, and Winchester, Ill., for which Panhandle was directed to 
render service by the Commission’s order of May 18, 1956, 15 F. P. C. 1421. 





1In the interest of brevity, the detailed statement contained in the examiner's decision 
herein of March 6, 1956, mimeo., pages 99-101, 108-109, with regard to the import of the 
debt-service coverage factor reflected in projected municipal operations such as those here 
involved with not be reiterated. The numerical value of this factor is not determinate of 
and by itself, but is significant as an indicium of future financial stability, and is to be 
considered in conjunction with the basic factors through which it is evolved in gaging the 
overall feasibility potential of a given proposed enterprise. 
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The construction costs of these neighboring projects were from 5.29 percent to 
9.4 percent under the estimates. 

The showing which the village of Franklin made at the second hearing 
respecting the estimated extent and rate of customer attachments is convincing. 
As a result of a canvass, householders and small commercial establishments have 
made commitments in writing to take specified gas service, i. e., cooking, water 
heating, and space heating, should natural gas become available. The informa- 
tion obtained from each prospective household customer included the number of 
rooms on the premises, whether the house had central heating, the average size 
of the family, and the fuels then being used for cooking, water heating, and space 
heating. The prospective customers were informed of the proposed retail rates, 
the comparative costs of natural-gas service in relation to competitive fuels, and 
the probable range of conversion costs. A substantial portion of the prospective 
customers already own gas consuming appliances for the various types of service. 
It would appear from the foregoing evidence that the Franklin project is 
economically feasible. Other evidence justifies the conclusion that the bonds to 
be issued to finance the project can be marketed. 

In its original presentation, Franklin’s anticipated peak-day requirements in 
the third year of operation were 320 Mcf. Said applicant has now increased 
this figure to 387 Mcf, and seeks an allocation of such volume of gas. The 
increase is justified by the evidence, except that it includes a factor of 5 percent 
for lost and unaccounted-for gas. The engineering witness testified that during 
the first several years of operation of the system, it is to be expected that gas 
lost and unaccounted for will not exceed 2 percent or 3 percent. Making an 
allowance of 3 percent for gas lost and unaccounted for, which is all that is 
warranted, the third-year peak-day requirement becomes approximately 380 
Mcf. 

The combined Panhandle-Trunkline system has the maximum-day capacity to 
permit Panhandle to meet this requirement. See examiner’s decision herein of 
March 6, 1956, page 70. 

The examiner finds and concludes that an allocation of a maximum daily 
volume of 380 Mcf to the village of Franklin should be made. 

City of Hickman, Ky. In the order of May 18, 1956, in the instant proceedings, 
the Commission determined that the minimum debt-service coverage ratio of the 
projects to be supplied by the Trunkline system was 1.5, based upon third-year 
allotments of gas and 20-year amortization schedules for the bond issues, 15 
F. P. C. 1428. The original Hickman engineering report showed a debt-service 
coverage ratio, under these conditions, of only 1.38. A supplemental engineering 
report, introduced at the second hearing, shows a debt-service coverage ratio of 
1.69. 

The supplemental report, while not entirely satisfactory, appears to be suffi- 
ciently reliable to lend validity to the 1.69 coverage ratio. The increased debt- 
service coverage results from increases in the proposed retail rates and from 
downward revisions in the estimated cost of the project. The cost of construc- 
tion, as now estimated, is based upon a firm construction bid at lower unit prices 
than those set out in the original estimate. The unit prices in the supplemen- 
tal report reflect recent increases in construction costs. No change has been 
made in the design of the proposed system. In the supplemental report, down- 
ward revision has been made in the estimated number of customers in the third 
year. The latter revised estimates are in line with the operating reports of gas 
systems in a number of similar communities. The supplemental report, as did 
the original, merely applies average gas consumption figures in arriving at the 
estimated market demands. But the averages used are supported by the experi- 
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ence with fairly new gas systems in two comparable cities, and with recent sub- 
stantial extensions of facilities in areas in Memphis, Tenn., in the smaller home 
field. 

The Commission, in its June 30, 1956, order, required Trunkline to reserve 1,087 
Mcf from the delivery capacity of its system for Hickman, 15 F. P. C. 74. In 
its revised showing, the city comes out with substantially the same estimated 
maximum daily requirements for the third year of operation as it did originally, 
1,087 Mcf being the original estimate and 1,082 Mcf, the revised estimate. 

Hickman has received a firm bid from an investment firm for the purchase of 
the proposed revenue bonds. It appears from the testimony of a representative 
of such firm that the bonds will be salable to the public. 

The examiner finds and concludes that an allocation of a maximum daily vol- 
ume of 1,082 Mcf to Hickman should be made. 

Lake County Utility District. At the first hearing, the engineering report rela- 
tive to the Lake County project disclosed a debt-service coverage ratio of only 
1.32, based upon a 20-year amortization schedule for the bond issue and a third- 
year allocation of gas. At the second hearing, a supplemental engineering re- 
port introduced in evidence is prima facie up to the mark in that the debt-service 
coverage ratio, on the foregoing basis, has been increased to 1.729. The in- 
creased ratio results from a limited raise in the retail rates of residential and 
commercial customers; and from a reduction in the construction cost estimate by 
revisions in the design of the system, and by a lowered estimate of unit prices. 
The reduced unit prices are based upon a construction bid accepted by the dis- 
trict, as afterwards adjusted upward to reflect the contractor’s revised estimates 
of steel prices and labor costs. 

The coverage ratio of 1.729 must be reduced by reason of the following factors: 
(1) a failure of the engineer to include adequate items of expense for the rent 
of an office, garage, and warehouse; (2) the use of 33 cents per Mcf as the cost 
of purchased gas, whereas such cost at present rates will apparently be ap- 
proximately 33.5 cents per Mcf, taking into account adjustments due to high 
B. t. u. gas; and (3) the inclusion in estimated revenues of certain proposed 
firm industrial sales, for which an allocation is not properly to be made, as 
hereinafter shown. It appears, however, that after discounting the coverage 
ratio by use of judgment figures for the office, garage, and warehouse expense, 
and by allowances for the two other adjustments above referred to, such ratio 
will still exceed 1.5. 

Of the maximum daily allocation of 2,226 Mcf which the utility district re 
quests, 525 Mcf are for the aforementioned firm sales for industrial use. Ac- 
cording to said applicant’s engineering witness, the industrial concerns “have 
indicated that they desire gas on a firm basis and not on an interruptible basis.” 
The requested allotment of 525 Mecf is to be rejected for several reasons. In 
the first place, the evidence shows that the proposed industrial sales are for 
boiler fuel purposes; that they will add but little operating income to the Lake 
County undertaking—namely, some $3,400 a year, not taking into account ad- 
ministrative and general expense, transmission expenses, depreciation and taxes; 
that these sales are not essential to the economic success of the project; and that 
there are large unsatisfied peak-day requirements for domestic and commercial 
uses in the territory served by the combined Panhandle-Trunkline system. Under 
these circumstances, no allocation for the firm industrial service should be made. 
In re Texas Eastern Transmission Corp., Docket No. G—1693, Examiner’s de- 
cision dated March 6, 1952, p. 63 (Lebanon, Tenn.), pp. 84-86 (Cairo, Ill); 
affirmed in foregoing respects, opinion No. 231, 11 F. P. C. 211. 
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In the second place, the utility district proposes to furnish firm service to the 
industrial users at a straight rate of 38 cents per Mcf, whereas it proposes to 
sell gas to residential and small commercial users at an average revenue per 
Mef of $1.15. This proposition accords to the industrial users an undue prefer- 
ence, and constitutes an unreasonable difference in rates. While the rates are 
not subject to Federal Power Commission jurisdiction, the Commission is author- 
ized to, and should, refuse to direct a natural-gas company to sell gas for local 
distribution when such undue preference and unreasonable difference in rates 
will result. “It is too late in the day to contend that the authority of a regu- 
latory commission does not extend to a consideration of public interests which 
it may not directly regulate * * *. Interstate Commerce Commission v. Railway 
Labor Executives Assn., 315 U. 8. 373; United States v. Lowden, 308 U. S. 255.” 
Mr. Justice Jackson, dissenting, in Federal Power Commission v. Hope Natural 
Gas Co., 320 U. 8. 591, 660. 

In the third place, if after having procured an allocation of 2,226 Mcf, the 
utility district should refrain from granting the undue preference to industrial 
users, and, instead, should sell the 525 Mcf to residential and commercial users, 
it would have procured an undue preference and advantage at the expense of 
the cities to whom Trunkline has been directed, or is being directed, to furnish 
service by the Commission’s order of May 18, 1956 (15 F. P. C. 1430), and the 
order hereinafter set out. In all these other instances, the allotments were, 
and are being, limited to the estimates for the third year of operation; whereas 
if the utility district makes no firm boiler fuel sales, an allotment of 2,226 Mcf 
to it would be a supply of gas sufficient to meet its estimated maximum-day re- 
quirements in the ninth year of operation. 

The examiner concludes that the portion of the requested allotment consisting 
of the 525 Mcf for firm industrial use should be refused. 

In certain other respects, the supplemental showing of the utility district is 
not entirely satisfactory. Instead of estimating annual consumptions for do- 
mestic uses from specific information obtained by a house-to-house survey, the 
engineer, as in the original showing, simply applied estimated unit gas consump- 
tion volumes. However, at the previous hearing, the evidence in nowise justified 
the use of the averages employed, while now the averages used are shown to be 
derived from the experience of a number of communities and systems which 
are comparable to those in the Lake County district. The evidence concerning 
the attachment of potential large commercial customers is not as reliable as it 
should be, but is some improvement over the previous showing. 

Everything considered, the evidence indicates a probability that the Lake 
County project is economically feasible. Furthermore, it appears from the 
evidence that the bonds to be issued to finance the construction of the project 
are salable. An investment banking concern has made, and the district has 
accepted, a firm bid for the purchase of the bonds. A representative of the 
bidder testified that the bonds could be resold. Trunkline is now reserving 
2,226 Mcf of its delivery capacity for the Lake County project. The examiner 
concludes that the application should be granted to the extent of directing the 
sale and delivery to the utility district of a maximum daily volume of 1,701 Mcf. 

Cities of Clinton, La Center, Bardwell, and Wickliffe, Ky. In an effort to im- 
prove upon the showing at the first hearing as to the economic feasibility of the 
projects of Clinton, La Center, Bardwell, and Wickliffe, the engineering firm 
employed by these applicants redesigned the projects. The staff contends that 
in the interest of reducing costs, the engineering concern has so underdesigned 
the systems that they do not measure up to proper engineering standards, and 
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that they are inadequate. Interveners Panhandle and Trunkline maintain that 
the engineering evidence on behalf of these communities is deficient and unreliable 
in such matters as market survey, construction costs, and wholesale cost of gas. 

In passing upon the economic feasibility of a natural-gas service project, no 
fixed rule or set formula can be applied arbitrarily. The feasibility of the project 
is dependent upon a number of physical, financial, and economic factors, each of 
which works as an influence to a greater or lesser extent. All of these factors 
are to be weighed. A deficiency of one feature may perhaps be compensated for 
by the adequacy of another, so that a project in its broad perspective stands to 
be successful and to be desirable from the standpoint of the public affected 
thereby. Also, the force to be accorded an objection to a project may involve 
countervailing considerations. Again, it must be recognized that engineering evi- 
dence cannot ordinarily be perfected to such a degree as completely to be above 
adverse comment or criticism, and that exact conformance of estimates with 
subsequent actualities is an ideal circumstance of coincidental occurrence. 

At the same time, the basic essentiality of reliable, detailed evidence to support 
proposals advanced before this Commission is not to be minimized. Particularly 
is such evidence required where, as here, the projects under consideration are 
confronted initially with a limited economic potential. Uncertainties in the evi- 
dence, and features of a project which are patently weak, assume greater im- 
portance where there are no decidedly strong factors to offset these shortcomings. 
Of special significance are the reasonableness of the judgment factors used in 
the preparation of an engineering estimate and the effects of these factors in 
the proposal in its entirety. For it is axiomatic that the reliability of an estima- 
tion—be the estimate one of pipeline capacity required, construction cost or peak 
market demands—must rest upon the soundness of the judgment factors involved. 
A showing may be so remiss in one essential feature of judgment as to mean 
that the project would likely prove to be fatally defective. 

The points made by the staff and the interveners are to be viewed in the light 
of these considerations. Thus, the staff raises the objection that the four pro- 
posed municipal systems in question as now redesigned would be inadequate to 
accommodate market-load growth beyond the third year of distribution opera- 
tions. But this objection has validity only to the extent that justification exists 
for concluding that excess transmission capacity should now be constructed to 
serve possible future loads of indeterminate volume. Again, the interveners 
suggest that variation in the unit pipe construction costs used in the several cost 
estimates make for unreliability in the estimated capital outlay requirements. 
These variations, however, may well be due to dissimilarities in the overall 
physical characteristics of the respective projects. 

The fact remains that, in the presentation of the engineering witness for these 
four cities, there is one error of such consequence as to compel the conclusion 
that their applications cannot be granted. The engineering witness based the 
design of the systems and his estimates of needed peak-day quantities upon the 
monthly mean low temperature. The temperature figure selected was 28.8° F., 
this being the mean low temperature for January in the years 1900 to 1953. The 
staff correctly points out that the design-day temperature and the needs of the 
systems on a peak day are to be determined, not from the monthly mean low tem- 
perature, but from normal daily mean low temperatures. The staff brief con- 
tains a detailed development of daily mean low temperature data in the general 
area, derived from monthly publications of the United States Weather Bureau. 
It is not necessary to consider these data in order to conclude that the basis used 
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by the applicants’ engineering witness is improper. For the daily low tempera- 
tures are bound to be considerably lower than the monthly average.” The evi- 
dence shows that in the instance of each of the four communities in question, the 
residential space-heating requirements are the major quantitative determi- 
nant of the proposed distribution system’s peak-day demands. The ratio of 
residential space-heating load to total estimated peak-day requirements ranges 
from a low of approximately 65 percent for La Center to a high of 72 percent 
for Clinton. Manifestly the daily mean low temperatures, assuming the correct- 
ness of the consumption per degree day deficiency as estimated by the engineer, 
make for substantially increased peak demands over those shown. 

The estimated peak-day demands of a municipal distribution project are of 
critical importance in connection with the physical, financial and economic aspects 
of the project. The adequacy of the distribution system, the capital outlay, 
the revenues required to be generated for the orderly discharge of debt, the rate 
levels required to be charged, and the extent to which gas service can be made 
available for the use and benefit of the public, are all affected by the soundness 
or unsoundness of such estimate. Adverse reaction in the foregoing respects is 
in direct proportion to the deviation of the actual market requirements from 
the projected demands. 

While the Lake County system was redesigned on the same basis as were the 
systems of the four Kentucky municipalities now under discussion, the deletion 
of the industrial gas from the allocation sought by Lake County makes additional 
distribution system delivery capacity available to general service customers. 
Hence the Lake County system as redesigned appears to be reasonably adequate 
to supply the customer requirements. 

The examiner is unable, on the basis of the evidence, so to find in the instances 
of the proposals advanced by Clinton, La Center, Bardwell, and Wickliffe. 
The result of constructing these four systems as redesigned, if the estimate of 
consumption per degree day deficiency is anywhere near correct, would be not 
only to require from Trunkline gas supplies in excess of authorized delivery 
volumes prior to the third year of distribution operations, but to force these four 
cities to depend upon installations which were designed with no provision being 
made for transporting the additional gas requirements. While there was some 
general testimony by the engineering witness that the systems as redesigned 
were adequate to carry the gas in the 20th year of operation, this testimony was 
premised on the sufficiency of 28.8° as the design-day temperature, and also the 
witness testified that such operation would require “‘an increase in the distribution 
system pressures over what we normally recommend that the cities operate.” 
The evidence is so uncertain and doubtful as to the ability of the systems ef- 
fectively to transport the gas supplies even in the third year of operation that 
the examiner is unsatisfied of this fact, and is compelled to hold that applicants 
have not met the burden of proof in such respect. If the systems cannot handle 
the requisite volumes of gas, the alternative would be curtailment of firm service 
to attached distribution customers during the periods of greatest need, or denial 
of connections to prospective customers desirous of service. 

Other elements of the proposals of these four Kentucky municipalities which 
from the evidence appear to be infirm need not be passed upon in reaching a 


2In the calculation of any arithmetical average of high and low values, the individual 
low values are, in the very nature of the process, hidden by the influence of the higher. 
Furthermore, here, the average monthly temperatures were taken over the period of half 
a century and were then averaged to arrive at 28.8° F. a Obviously, there is no relation- 
ship between a figure thus compounded and a realistic daily mean low design temperature. 
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decision. It should, however, be particularly observed that in the redesign of 
the four systems, there has been a paring down of the transmission line diameter 
from 3 inches to 2inches. Because of the large increase in transmission capacity 
between a 3-inch and a 2-inch line, and the relatively small difference in cost and 
economy, it is doubtful if the reduction in pipeline size can be justified in these 
instances from the standpoint of provident planning. Put another way, if the 
reduction in the size of the transmission lines is a drastic economy measure made 
at the expense of prudent design principles, it would appear that foresight is 
being subordinated to expediency. If such be the case, it may well be to the 
interest of the municipal applicants to insist upon the most complete and 
thorough, and the soundest, studies possible under the circumstances. 

The examiner finds and concludes that the evidence is insufficient to justify an 
order requiring Trunkline to supply gas for the Clinton, La Center, Bardwell, 
and Wickliffe projects, and that the making of such an order is not necessary 
or desirable in the public interest. 

The examiner is disposed, however, to afford opportunity to these four ap- 
plicants, if they see fit again to redesign the proposed systems, to make a further 
showing as to the economic and financial feasibility of the projects. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that— 

(1) An order directing Panhandle to establish physical connection of its 
transportation facilities with those of applicant village of Franklin, Ill., at an 
appropriate point of interconnection, and directing the delivery and sale by 
Panhandle to said applicant of volumes of natural gas not to exceed 380 Mcf a 
day, is necessary and desirable in the public interest. 

(2) An order directing Trunkline to establish physical connection of its 
transportation facilities with those of applicants city of Hickman, Ky., and Lake 
County Utility District, at appropriate points of interconnection, and directing 
the delivery and sale by Trunkline to each of said applicants of volumes of 
natural gas not to exceed the following stated amounts, is necessary and desir- 
able in the public interest: 

Marimum daily 


Applicant requirement (Mcf) 
CET OR PCs NE cniccinnnnmncieinicdeneiieteiaemmmmimecin 1, 082 
Ree CRIED TECRIN CNG a ciirececcncecnictnnneensinain ghee 1, 701 


(3) Such orders will place no undue burden upon Panhandle or Trunkline, and 
will not impair the ability of either of said natural-gas companies to render 
adequate service to its customers. 

(4) If applicants city of Clinton, Ky., city of La Center, Ky., city of Bardwell, 
Ky., and city of Wickliffe, Ky., or any of them, desire an opportunity to present 
further evidence in support of the economic and financial feasibility of their 
respective projects in the event this decision insofar as it relates to them should 
become effective as the decision of the Commission, or should be affirmed by the 
Commission upon appeal, said applicants, or those of them desiring to make such 
further showing, should, within 20 days from the date of issuance of this order, 
file statements in writing with the Commission making known such desire. 
Any of said applicants who fail to file such statement should thereby be fore- 
closed from making such further showing. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its rules of practice 
and procedure, that— 

(A) In docket No. G-8471, Panhandle be and it is hereby directed to establish 
and maintain physical connection of its transportation facilities with the facili- 
ties to be constructed by applicant village of Franklin, Ill., at an appropriate 
point of interconnection, and to deliver and sell to said applicant through such 
physical connection the natural-gas requirements of said applicant not to exceed 
the maximum volume set out in paragraph (1) of the findings and conclusions, 
supra. 

(B) Panhandle shall report to the Commission in writing, under oath, the date 
of commencement of operations and service to applicant village of Franklin. 

(C) In dockets Nos. G—8526 and G-8963, Trunkline be and it is hereby directed 
to establish and maintain physical connection of its transportation facilities with 
the facilities to be constructed by applicants city of Hickman, Ky., and Lake 
County Utility District, at appropriate points of interconnection, and to deliver 
and sell to said applicants through such physical connections their natural-gas 
requirements not to exceed the volumes set out in paragraph (2) of the findings 
and conclusions. 

(D) Trunkline shall report to the Commission in writing, under oath, the 
dates of commencement of operations and service to the respective applicants 
referred to in paragraph (C) hereof. 

(E) If applicants city of Clinton, Ky. (docket No. G—-8771), city of La Center, 
Ky. (docket No. G—8888), city of Bardwell, Ky. (docket No. G-8939), and city of 
Wickliffe, Ky. (docket No. G—8962), or any of them, desire an opportunity to pre- 
sent further evidence in support of the economic and financial feasibility of their 
respective projects in the event this decision insofar as it relates to them should 
become effective as the decision of the Commission, or should be affirmed by 
the Commission on appeal, said applicants, or those of them desiring to make 
such further showing, shall, within 20 days from the date of issuance of this 
order, file statements in writing making known such desire. Any of said 
applicants who fails to file such statement as prescribed shall thereby be fore- 
closed from making such further showing. 

(F) The engineering reports relative to the projects of the applicants referred 
to in paragraphs (A) and (C) hereof are not hereby endorsed or approved; nor 
is endorsement or approval given to any estimates, fees or projected method or 
manner of operation contained in such engineering reports or shown by the 
testimony concerning such projects. 

(G) Unless the section 7 (a) applicants referred to in paragraphs (A) and 
(C) hereof, within the period of 1 year from the date on which this order issues, 
shall have constructed and placed in operation their respective projects to the 
extent of being able to receive service from Panhandle or Trunkline as the case 
may be, said paragraphs (A) and (C) shall no longer be in force or effect 
as to those of said applicants who have failed, within such period of time, so 
to construct and place in operation their projects. 

(H) Trunkline shall continue to reserve the delivery capacity of its gas 
system reserved by it under the provisions of paragraph (D) (ii) of the Com- 
mission’s order of June 30, 1956 (15 F. P. C. 46, 74), other than the deliveries 
directed by paragraph (C) hereof, pending further Commission action in the 
premises. 

HOWELL PURDUE, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuyendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline 


ORDER DIRECTING ESTABLISHMENT OF CONNECTIONS WITH FACILITIES OF AND SALES 
TO CERTAIN PERSONS AND MUNICIPALITIES 


(Issued January 31, 1957) 


This proceeding comes before the Commission upon exceptions to the presiding 
examiner’s decision, issued November 23, 1956, and concerns the applications of 
the village of Franklin, Ill., for gas service from Panhandle Eastern Pipe Line 
Co. and the applications of the cities of Hickman, Clinton, La Center, Bardwell, 
and Wickliffe, Ky., and the Lake County Utility District in Tennessee, for service 
from Trunkline Gas Co., all under section 7 (a) of the Natural Gas Act. This 
matter has already been before the Commission, which issued its opinion and 
order No. 292, 15 F. P. C. 46, on June 30, 1956, for certificates of public convenience 
and necessity to Panhandle and Trunkline. In that earlier proceeding the Com- 
mission agreed with the presiding examiner that the section 7 (a) applicants 
above had not shown the economic feasibility of their projects, noted that all 
of them, including Franklin, had signified their desire to make an additional 
showing, held that all of them should be given such an opportunity, reopened 
the proceedings with respect to all seven, and required Trunkline to reserve 
specified quantities of gas for the six customers proposed to be served by it. 

In his present decision the presiding examiner has ordered Panhandle to 
establish and maintain physical connection of its transportation facilities with 
the facilities of Franklin and to sell and deliver to it 380 Mcf of gas per day; 
and has ordered Trunkline similarly to interconnect with the facilities of Hick- 
man and Lake County Utility District and to sell and deliver to these parties 
1,082 Mcf and 1,701 Mcf of gas per day respectively, thereby reducing the Utility 
District’s request from 2,226 Mcf to eliminate 525 Mcf proposed to be sold to 
industrial customers for boiler fuel purposes. The presiding examiner found 
that the evidence was insufficient to justify an order requiring Trunkline to 
supply gas for the Clinton, La Center, Bardwell, and Wickliffe projects, but gave 
these four towns opportunity to present further evidence on the feasibility of their 
respective projects upon their signifying a desire to do so, and required Trunk- 
line to continue to reserve capacity to serve them. By supplements to their 
applications filed December 12, 1956, each of the towns has made known its 
desire to present further evidence. 

Exceptions to the decision were filed by the cities of Clinton, La Center, 

sardwell, and Wickliffe objecting to the denial of a gas supply and 
to the presiding examiner’s failure to find that their projects were feasible; ex- 
ceptions were filed by Trunkline to the grant of service to the Utility District on 
the ground that the system as redesigned failed to meet adequate standards of 
engineering, to the presiding examiner’s affording the four cities opportunity 
to present further evidence, and to the requirement that Trunkline reserve 
capacity to supply them; and exceptions were filed by Commission staff counsel 
to the requirement of service to the Utility District and to the presiding ex- 
aminer’s statement that the 38 cents per Mef rate to the Utility District’s proposed 
industrial customers constituted an undue preference over the $1.15 rate to 
residential and small commercial users. No exceptions were filed by or with 
reference to the requirement of service to Franklin and Hickman. 

With respect to Franklin and Hickman, the record supports the presiding 
examiner's conclusion that their projects are economically and financially 
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feasible and adequate to satisfy the requirements of their customers, and his 
decision requiring gas service to them should be affirmed. 

With respect to the Utility District, we are in agreement with the presiding 
examiner in his eliminating the 525 Mcf proposed to be sold to industrial users 
for boiler fuel purposes, and to his requiring service to the Utility District for 
residential and commercial users. However, in stating that the 38-cent rate to 
the proposed industrial users is unduly preferential with respect to the $1.15 
rate to the residential and small commercial users, we believe that the record 
in this case does not support such a finding and that a mere difference does nof 
constitute discrimination. It is sufficient to say, as does the presiding examiner, 
that the industrial sales will add but little operating income to the Utility 
District, that these sales are not essential to the economic success of the project, 
and that there are large unsatisfied peak-day requirements for domestic and 
commercial uses in the territory served by the Panhandle-Trunkline system. 

The presiding examiner adds that even of the eliminated 525 Mcf were sold to 
residential and commercial users, the Utility District would be receiving an undue 
preference over the cities to which Trunkline has been directed, or is being 
directed, to furnish service. However that may be, the record does not show 
that the allocation of but 2,000 Mcf per day based on a 20° F. design-day tem- 
perature, as we shall require, will constitute such a preference. 

By requiring the delivery of 2,000 Mcf per day to the Utility District system, 
it is our opinion that the third-year demands of the residential and commercial 
consumers will be met. Such demands were computed by the applicant in its 
revised engineering report to amount to 1,701 Mcf employing a design-day tem- 
perature of 28.8° F. The use of a design-day temperature of 20° as advocated, 
we think properly, by the staff would, in our opinion, result in the system’s being 
able to meet substantially the third-year demands upon it with the allocation 
of 2,000 Mcf per day and the elimination of the industrial sales. An allocation 
of 2,000 Mcf, it may be noted, will not exceed the limitation in Trunkline’s tariff 
for service to small users on a flat commodity charge basis. To require Trunk- 
line to raise this limitation or to offer more than 2,000 Mcf to the Utility District 
on some other basis would require further proceedings, in order to resolve the rate 
question. 

To insure that no portion of the 2,000 Mcf will be used in large quantities for 
industrial purposes, we shall provide that Trunkline will not be obligated to de- 
liver gas to Utility District for firm resale service to any industrial customer 
requiring more than 50 Mcf per day. To conclude, the system as proposed and 
operating under the above conditions will be physically adequate, and, as the 
presiding examiner has found, economically feasible in rendering the proposed 
service. 

On the other hand, the cities of Clinton, La Center, Bardwell, and Wickliffe, 
as shown by the presiding examiner, have not demonstrated the physical adequacy 
and economic feasibility of their systems because inherent in their computations 
was their use of a too-high design-day temperature of 28.8° F. Unlike the 
Utility District, whose computations contain the same error, the volumes of gas 
so reserved for these cities do not provide for industrial sales which can similarly 
be eliminated. 

The difficulty with the 28.8° F. temperature used by the applicants is that this 
temperature was reached by averaging the low temperatures for Cairo, Ill., on 
every day in January for the period 1900 to 1953. This average does not give 
sufficient weight to those days when the temperature during the day is consider- 
ably lower than the average. The design-day temperature should be determined 
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from the mean temperatures of normally cold days and not monthly averages of 
daily low temperatures, for such mean temperatures determine the peak system 
demand requirements. As the presiding examiner points out, this failure to 
properly compute system demand affects most phases of the applicants’ projects, 
so that gas cannot be allocated to these cities on the record as it stands. How- 
ever, it will be provided below that the record will be reopened to allow these 
four cities a further opportunity to show the adequacy and feasibility of their 
projects. 

Trunkline has opposed the continued reservation of gas to serve these appli- 
cants. Because all of Trunkline’s gas is being sold to Panhandle, except that 
which will go to service Trunkline’s other customers, and because the capacity 
of both Panhandle and Trunkline is large compared with the small amount, 1,918 
Mcf per day, to be reserved for the four cities, it is not believed that continuing 
such a reservation will impose any undue hardship on Trunkline. 


The Commission further finds: 


(1) Panhandle Eastern Pipe Line Co., a Delaware corporation having its 
principal office in Kansas City, Mo., is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission, 4 F. P. C. 
1081, 1083. 

(2) Trunkline Gas Co., a Delaware corporation having its principal office in 
Houston, Tex., is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission, 9 F. P. C. 721, 737. 

(3) The village of Franklin, Ill., and the cities of Hickman, Clinton, La Center, 
Bardwell, and Wickliffe, Ky., are municipalities, and the Lake County Utility 
District is a person legally authorized to engage in the local distribution of 
natural gas to the public. 

(4) It is necessary and desirable in the public interest that the Commission 
by order direct Panhandle to establish physical connection of its transportation 
facilities with those of applicant village of Franklin, Ill., at an appropriate point 
of interconnection, and direct the delivery and sale of natural gas by Panhandle 
to such applicant not to exceed 380 Mcf per day. 

(5) It is necessary and desirable in the public interest that the Commission 
by order direct Trunkline to establish physical connection of its transportation 
facilities with those of applicant city of Hickman, Ky., and Lake County Utility 
District in Tennessee at appropriate points of interconnection and direct the 
delivery and sale by Trunkline to each applicant not to exceed 1,082 Mcf per day 
to Hickman and 2,000 Mcf per day to the Lake County Utility District. 

(6) The requirement that Panhandle and Trunkline serve applicants, as set 
forth above, will not place an undue burden upon Panhandle or Trunkline or 
impair their ability to render adequate service to their existing customers. 

(7) It is necessary and desirable in the public interest that the record in the 
proceedings involving the cities of Clinton, docket No. G-8771; La Center, docket 
No. G-8888; Bardwell, docket No. G—8939; and Wickliffe, docket No. G—S962 
be reopened for the purpose of permitting these section 7 (a) applicants to 
present further evidence in support of the economic and financial feasibility of 
their respective projects, and that Trunkline continue to reserve the delivery 
capacity of its gas system reserved by it under the provisions of paragraph (D) 
(ii) of the Commission’s order of June 30, 1956 (15 F. P. C. 47, 74), other than 
the deliveries directed by paragraph (C) hereof, pending further Commission 
action in the premises. 
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(8) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that the findings of the presiding examiner in his initial decision, 
issued November 23, 1956, be adopted as the findings of the Commission 
except where inconsistent with the findings made herein, that the initial decision 
be modified, as herein ordered, to express the views of the Commission set forth 
above, and that the initial decision be affirmed as the decision of the Commission 
as of the date of issuance of this order except where inconsistent with this order. 

(9) To the extent that the exceptions above referred to are inconsistent with 
the Commission’s order herein, they should be denied. 


The Commission orders: 


(A) In docket No. G-—8471, Panhandle is hereby directed to establish and 
maintain physical connection of its transportation facilities with the facilities 
to be constructed by applicant village of Franklin, Ill., at an appropriate point of 
interconnection, and to deliver and sell to said applicant through such physical 
connection the natural-gas requirements of said applicant not to exceed the 
maximum daily volumes of 380 Mcf. 

(B) Panhandle shall report to the Commission in writing, under oath, the date 
of commencement of operations and service to applicant village of Franklin. 

(C) In docket Nos. G—8526 and G—8963, Trunkline is hereby directed to 
establish and maintain physical connection of its transportation facilities with the 
facilities to be constructed by applicants city of Hickman, Ky., and Lake County 
Utility District in Tennessee, at appropriate points of interconnection, and to 
deliver and sell to said applicants through such physical connections their 
natural-gas requirements not to exceed the maximum daily volumes of 1,082 
Mcf and 2,000 Mcef, respectively. 

(D) Trunkline shall report to the Commission in writing, under oath, the 
dates of commencement of operations and service to the respective applicants 
referred to in paragraph (C) hereof. 

(E) The record in the proceedings involving the cities of Clinton, docket No: 
G-8771; La Center, docket No. G—8888; Bardwell, docket No. G—8939; and 
Wickliffe, docket No, G-8962, is hereby reopened for the purpose of permitting 
these section 7 (a) applicants to present further evidence in support of the eco- 
nomic and financial feasibility of their respective projects. 

(F) The engineering reports relative to the projects of the applicants referred 
to in paragraphs (A) and (C) hereof are not hereby endorsed or approved; 
nor is endorsement or approval given to any estimates, fees or projected method 
or manner of operation contained in such engineering reports or shown by the 
testimony concering such projects. 

(G) Unless the section 7 (a) applicants referred to in paragraphs (A) and (C) 
hereof, within the period of 1 year from the date on which this order issues, 
shall have constructed and placed in operation their respective projects to the 
extent of being able to receive service from Panhandle or Trunkline as the 
case may be, said paragraphs (A) and (C) shall no longer be in force or effect 
as to those of said applicants who have failed, within such period of time, so 
to construct and place in operation their projects. 

(H) Trunkline shall continue to reserve the delivery capacity of its gas system 
reserved by it under the provisions of paragraph (D) (ii) of the Commission's 
order of June 30, 1956 (15 F. P. C. 46, 74), other than the deliveries directed 
by paragraph (C) hereof, pending further Commission action in the premises. 

(I) In its deliveries to Utility: District, Trunkline will not be obligated to 
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deliver gas for firm resale service to any industrial customer requiring more than 
50 Mcf of gas per day. 

(J) The initial decision of the presiding examiner issued on November 23, 
1956, is hereby modified in accordance with the views of the Commission and 
the ordering paragraphs above, as so modified is affirmed and shall become 
effective as the decision of the Commission as of the date of issuance of this 
order. 

(K) Exceptions filed with respect to the initial decision of the presiding 
examiner which are inconsistent with our action herein, are hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


METROPOLITAN EDISON COMPANY PROJECT NO. 1888 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST AND ACCRUED DEPRECIATION 
ON CONSTRUCTED PROJECT ; NET CHANGES THEREIN ; AND PRESCRIBING ACCOUNTING 
THEREFOR 

(Issued January 31, 1957) 


Metropolitan Edison Company, Licensee for Project No. 1888,’ on May 23, 
1950, filed a statement pursuant to Section 4.20 of the Commission’s Regulations 
under the Federal Power Act claiming, as of the effective date of the Commis- 
sion’s license, January 1, 1938, an actual legitimate original cost of the York 
Haven Project in the amount of $2,946,193.07 with an applicable reserve for 
accrued depreciation as of that date in the amount of $847,966.29; resulting in 
a claimed net investment of $2,098,226.78.? 

The Licensee’s books of account show a net increase in project cost from 
January 1, 1938, to December 31, 1949, totaling $364,219.78 resulting in a total 
claimed project cost of $3,310,412.85, as of December 31, 1949. 

The Commission’s staff made an examination of the books and records of 
the Licensee and other data for the purpose of ascertaining the correctness of 
those amounts. Following that study, a conference was held by the staff with 
representatives of the Licensee at which an agreement, subject to the Com- 
mission’s approval, was reached with respect to certain proposed adjustments 
and accounting dispositions. 

The adjustments so agreed upon reduce Licensee’s total claimed cost of project 
as of January 1, 1938, by the amount of $138,757.64; and reduce Licensee’s 
claimed net increase in project cost from January 1, 1938, to December 31, 1949, 
by the amount of $76,635.76. No adjustment to the amount of the reserve for 
accrued depreciation claimed by the Licensee to be applicable to the project as 
of the effective date of the license was proposed by the staff. 


1The project is located on the Susquehanna River in Dauphin, Lancaster and York 
Counties, Pennsylvania. It may be described generally as the York Haven Project. The 
license issued pursuant to Section 4 (e) of the Federal Power Act is by its terms effective 
for the period January 1, 1938 to June 30, 1970. 

2 Article 16 of the license provides for the Commission's determination, as of the ef- 
fective date of the license, of the actual legitimate original cost of the project and the 
applicable reserve for accrued depreciation; the difference being the net investment of 
the Licensee, in the project as of that date. 
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Applicable to the Project as of January 1, 1988 


. Excessive cost of land, parcels nos. F—1-2-3 $32, 000. 
2. Unclaimed credit for power generated during con- 
struction 9, 396. 
3. Excessive interest, discount and bond expense capi- 
56, S77. 6 
12, 713. 
5. Salary and expenses of Transmission Engineer considered 
applicable to nonproject plant 
. Unrecorded retirement of East Channel Dam 
. Electric sign on station considered applicable to non- 
project plant 
. Unclaimed cost of land, parcels F—27-28__-_.-------_--_. 
ERRNO UID CIE eck cisco ctenicsmiipaciisnestececidipdensicainh 
. Various charges considered improperly included in project 
cost comprised of removal and reinstallation costs, ex- 
cessive estimates, charitable contributions, entertain- 
ment cost, dues, public printing, etc 


sik so eee aida measure meas ay $138, 757. 


Applicable to the Project for the period January 1, 
1938, to December 31, 1949 


. Spare parts and materials and supplies considered im- 
properly charged to project cost 16, 809. 
2. Maintenance of dam 60, 000. 
3. Retire installation of 25 letters from electric sign on power 
plant ($312.50) and replacement of same, $139.16, con- 
i | Re ee = (173. 


Total 76, 635. 


Total as of December 31, 1949__..___._-________________ $215. 393. 40 


eee) 


The foregoing adjustments, including certain reclassifications, which do not 
affect the total project cost, are reflected in the attached schedule as of De- 
cember 31, 1949. 

After giving effect to those foregoing adjustments, the staff recommends and 
the Licensee’s representatives have concurred that the Commission determine: 

1. The actual legitimate original cost of the York Haven Project, as of Janu- 
ary 1, 1938, the effective date of the Commission’s license, to be $2,807,435.43. 

2. The accrued depreciation reserve applicable to the York Haven Project, as 
of January 1, 1938, to be $847,966.29, comprised of $783,557.22 associated with 
hydraulic production plant, $64,321.27 associated with transmission plant, and 
$87.80 associated with general plant. 

3. The resulting net investment by Licensee in the York Haven Project, as of 
January 1, 1938, to be $1,959,469.14. 

4. The net increase in the project plant accounts for the period January 1, 
1938, to December 31, 1949, to be $287,584.02. 


5. The actual legitimate original cost of the York Haven Project, as of De- 
cember 31, 1949 to be $3,095,019.45. 
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The recommended determinations of actual legitimate original cost of the 
project plant, and net increase in project cost, both according to prescribed pri- 
mary plant account are shown by the attached schedule. 

The accounting disposition of all amounts involved in the proposed adjust- 
ments as agreed to by the staff and representatives of the Licensee is shown 
by the following composite journal entry: 


Debdit Credit 
100.1 Electric Plant in Service—Nonproject____-- $12,550.46 $- 
181 Materials and supplics._._.................... 13, 027.05 $ 
250.1 Reserve for depreciation of electric plant 
in service—nonproject-_-__---_--_-_------ 77, 448.63 $ 
STR TRANS cine csi 112, 367.26 $————- 
100.1 Electric plant in service—project___.._--__-__-_- $215, 393. 40 


On September 21, 1956, Licensee filed revised statements of cost reflecting the 
proposed adjustments and accounting dispositions and the resulting project cost, 
together with the amount of applicable reserve for accrued depreciation all as 
proposed for allowances by the staff. 

The Pennsylvania Public Utility Commission was advised by letter of this 
Commission dated December 28, 1956, of the proposed adjustments and account- 
ing dispositions. By letter dated January 10, 1957, that Commission indicated 
no objection to the foregoing. 


The Commission finds: 


(1) The Licensee by its tentative agreement and the revised statements which 
it filed and the Public Utility Commission of Pennsylvania by its letter dated 
January 10, 1957, have obviated the necessity for the notice and opportunity to 
protest provided by Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s Regula- 
tions under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) As of the effective date of the license, January 1, 1938, the actual legiti- 
mate original cost of the York Haven Project is $2,807,435.43, the applicable 
reserve for accrued depreciation as of that date is $847,966.29, and the resulting 
net investment by the Licensee as of that date is $1,959,469.14. The net increase 
or change in the project plant accounts for the York Haven Project for the 
period January 1, 1938, to December 31, 1949, is $287,584.02, resulting in an 
actual legitimate original cost as of December 31, 1949, in the amount of 
$3,095,019.45. 


The Commission orders: 


(A) The previsions of Sections 4.4, 4.5, 4.22 and 4.23 of the Commission’s 
Regulations under the Federal Power Act be and they are hereby waived for the 
purposes of this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the Licensee be and they hereby are approved and directed to be 
made by the Licensee. 

(C) Licensee, to the extent that it has not already done so, shall (a) estab- 
lish and maintain control and detailed plant accounts for the York Haven 
Project showing the debit balance of $2,807,435.43 as of January 1, 1938; the 
debit amount of $287,584.02 as the net increase or change in project plant ac- 
counts during the period, January 1, 1938, to December 31, 1949; and the debit 
balance of $3,095,019.45 as of December 31, 1949; all as more specifically shown 
by primary plant accounts as set forth in the attached schedule; and (b) estab- 
506455—59——_11 
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lish and maintain a reserve account for accrued depreciation applicable to project 
properties showing the credit balance of $847,966.29 as of January 1, 1938, clas- 
sified by functional groups as indicated above. 

(D) Licensee shall within 90 days from the issuance of this order file FPC 
Form No. 7 showing compliance with this order. 


PROJECT NO. 1888 (YORK HAVEN) 


METROPOLITAN Ep1ison CoMPANY 


Total Staff re- Total Project Total 
claimed classifica- allowed changes from allowed 
Actual legitimate original cost cost as of tions and cost as of Jan. 1, 1938 cost as of 
Dec. 31, 1949 | adjustments | Jan. 1, 1938 to Dec, 31, 1949 
Dec. 31, 1949 


HYDRAULIC PRODUC- 
TION PLANT 


Account 


Land and land rights.......| $154,930.76 | ($35, 272.69)} $105,704. 25 ($994.31)| $104, 709. 94 
Structures and improve- 


490, 701. 97 (13, 125.96)| 138, 760. 83 8, 995. 43 147, 756. 26 


1,317, 865.12 | (113, 086. 93)| 1, 293, 455. 21 252, 479.46 | 1, 545, 934. 67 

Water wheels, turbines and 
generators 820, 797. 14 (36, 694.87)| 781, 927. 41 (13, 623. 75) 768, 303. 66 
Accessory electric equip- 
(18, 674.85)} 191, 289. 98 17, 911. 80 209, 201. 78 
Miscellaneous power plant 
equipment --........---.- 87, 346. 27 (227. 09) 64, 770.19 15, 529. 73 80, 299. 92 
Roads, railroads and 


(113. 13) 2, 129. 55 46. 61 2, 176.16 


Total hydraulic produc- 
tion plant (212, 195. 52 | 2, 578, 037. 42 280, 344. 97 


TRANSMISSION PLANT 





342 Structures and improve- 
194, 078. 63 L 201, 047. 98 
Total transmission plant -- 
GENERAL PLANT 
378 Communication equipment 


Total actual legitimate 
original cost (215, 393. 40)| 2, 807, 435. 43 287, 584.02 | 3, 005,019.45 






















































TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-9811 


UPON APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued January 4, 1957* 


Syllabus 


1. An intervener may rely upon the allegations in his petition to intervene, 
and, if the allegations in the petition are not disproved, the Commission 
is precluded from finding that such interest does not in fact exist. P. 137. 

2. Intervener is not precluded from contesting, in the instant proceeding, appli- 
cant’s showing as to gas reserves because (1) this evidence does not con- 
stitute a collateral attack on a previous administrative determination, (2) 
res judicata does not operate here, and (3) intervener is not estopped 
because this evidence was not introduced in the prior proceeding. P. 140. 

3. Commission issues a certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act to Texas Eastern to construct and oper- 
ate facilities for the transportation and sale of natural gas. P. 142. 


Charles I. Francis, Jack D. Head, Joseph F. Weiler and Keith M. Pyburn 
for Texas Eastern Transmission Corp. 

William J. Grove and John Paul Geneau for the Federal Power Commission 
staff. 

PurDvuE, Presiding Examiner: In this proceeding, applicant, Texas Eastern 
Transmission Corp. (Texas Eastern), seeks a certificate of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing 
it to construct and operate certain facilities in Harris County, Texas. The 
proposed facilities are for the purpose of enabling applicant to take natural 
gas produced from the Alco-Mag and Aldine Fields, in said county, into its 
existing pipeline system, for transportation and sale in interstate commerce, 
and are hereinafter referred to as the Alco-Mag Line. They consist of approxi- 
mately 17 miles of 8-inch pipeline and 3 miles of 6-inch pipeline, commencing 
at a point of connection with applicant’s 20-inch Baytown to Hankamer pipe- 
line in Harris County, and extending thence in a northwesterly direction to a 
point within the Alco-Mag Field. 

The application, filed on December 22, 1955, recited that Texas Eastern had 
entered into a contract with one Russell Maguire and others for the purchase 
of natural gas produced in the Alco-Mag Field, and that the proposed facilities 
were to enable applicant to receive such gas. In a supplement to the applica- 
tion, filed on January 3, 1956, applicant alleged that after the filing of the 
original application, it had entered into a contract with Meredith & Co. and 
others for the purchase of natural gas from the Aldine Field; and that such 
gas, as well as that contracted for from the Alco-Mag Field, “will flow through 
the facilities proposed herein.” 

On February 15, 1956, the Commission issued a temporary authorization for 
Texas Eastern to construct the Alco-Mag Line. 


*No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on February 4, 1957, as the final decision and order 
of the Commission. 
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On March 15, 1956, Industrial Gas Supply Corp. (Industrial Gas) filed a 
petition by which it sought permission to intervene in the proceeding. The 
petition alleged in substance as follows: that petitioner is engaged in the pro- 
auction of natural gas in the Alco-Mag Field, and transports and sells the 
gas to industrial customers in Houston, Texas, and environs; that petitioner 
has been accounting to its royalty owners for production from its wells on the 
basis of a well-head price of 7.5¢ per Mcf; that such price was and is the fair 
market value of the gas; that the price which applicant has agreed to pay 
Russell Maguire et al. will not per se determine the fair market value of gas 
produced from petitioner’s wells, but will necessarily have a very substantial 
effect on the determination of such price and on petitioner’s obligations to its 
royalty owners; that petitioner, therefore, has a vital interest in the determina- 
tion of the actual well-head price which applicant proposes to pay to Russell 
Maguire et al.; that any increase in petitioner’s costs will increase the future 
sales price of gas to its consumers; and that it is only by participation in the 
instant proceeding that petitioner can determine such price. 

On June 22, 1956, the Commission issued an order permitting Industrial Gas 
to intervene, upon a finding that “the participation of Petitioner * * * may 
be in the public interest.” 

The matter came on for hearing before the Examiner on October 11, 1956. 
Evidence both oral and documentary was introduced by the applicant. Its 
witnesses were cross-examined by the intervener. Testimony of a consulting 
geologist was then adduced by the intervener, which witness was cross-examined 
by the Staff. After the conclusion of the one-day hearing, briefs were filed by 
the participants. The Staff recommends that the application be granted. Both 
the applicant and the Staff oppose the granting of any relief to the intervener. 


DISCUSSION 


The contract between Maguire et al. as “Seller” and Texas Eastern as 
“Buyer” specifies in Article [IX thereof that commencing November 1, 1955, the 
price for gas sold thereunder shall be 13.1¢ per Mcf. However, the contract 
elsewhere provides as follows: 


It is agreed that there shall be deducted from the prices provided for in 
Article IX of this Agreement an amount equal to one-half cent (%4¢) per 
Mcf for all gas delivered hereunder until Buyer has recovered the cost 
of Buyer’s facilities from the gas purchased hereunder and any other 
gas which is transported by Buyer through such facilities, and in this 
connection Buyer agrees that if at any time during the term hereof Buyer 
shall transport through such facilities gas in addition to the gas pur- 
chased hereunder, then Buyer shall credit against the cost of such fa- 
cilities an amount equal to one-half cent (44¢) per Mcf for all such addi- 
tional gas so transported through such facilities. For the purpose of this 
Agreement, the term “cost of Buyer’s facilities” shall mean the cost of 
the lateral line to be constructed from Buyer’s 16’’ transmission line to 
the point of delivery specified in Article IV hereof and all facilities inci- 
dent thereto and all easements, permits, and other rights pertaining 
thereto. * * * It is further agreed that in the event this Agreement 
* * * shall be terminated or cancelled by Buyer by reason of * * * the 
failure of Seller’s gas supply prior to the time Buyer has received reim- 
bursement in full for the cost of Buyer’s facilities, then Seller shall 
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promptly pay to Buyer an amount equal to Seller’s pro rata part of the 
remaining balance due on the cost of Buyer’s facilities, less the salvage 
value of such facilities. The term “Seller’s pro rata part” of the remaining 
balance of the cost of Buyer’s facilities shall mean that proportion of the 
remaining cost of such facilities which the quantity of gas sold and de- 
livered by Seller hereunder bears to the total quantity of gas transported 
through such facilities up to the date of the termination of this 
Agreement. 


In its brief, intervener, Industrial Gas, correctly says that the application of 
the formula provided for in the contract for determining the actual net well- 
head price for the gas purchased by Texas Eastern from Maguire, requires 
findings as to: (1) the actual cost of the Alco-Mag Line; (2) the volume of 
reserves committed to Texas Eastern by Maguire, at the date of commence- 
ment of deliveries; and (3) the volume of reserves elsewhere committed to 
Texas Eastern which will be transported through the Alco-Mag Line, this vol- 
ume, also, to be determined as of the date of first purchase by Texas Eastern. 

Industrial Gas urges that the Commission make a determination of the 
price which Texas Eastern is paying under the Maguire contract. 

Objections of applicant and Staff—At the hearing, Industrial Gas intro- 
duced no evidence in support of the recitals in its petition to intervene. Texas 
Eastern and the Staff argue that the relief which the intervener requests must 
therefore be denied. This position is contrary to the holding of the Commis- 
sion in its order issued June 20, 1956, Re Texas Eastern Transmission Corp., 
Docket No. G—2503, 15 F. P. C. 1565, 1567. The Commission there held that “a 
person permitted to become an intervener may rely upon the allegations in his 
petition to intervene”; that “the necessity for placing appropriate facts and 
evidence from which an interest and extent thereof * * * may be determined 
by the Commission is not upon the interveners”; and that the allegations in 
the petition if not disproved “suffice to preclude a finding by us that such inter- 
est does not in fact exist.” No evidence was produced which contradicted or 
brought in question the allegations of the petition to intervene. Upon the au- 
thority of the order in Docket No. G—2503, there was no necessity for the 
intervener, in order to establish its interest in the proceeding as claimed, to 
adduce evidence in support of the recitals in its petition. 

Next, the applicant and the Staff contend that it is not proper or appro- 
priate for the Commission, in the instant proceeding, to make the price deter- 
mination which the intervener seeks. The Examiner does not agree. Section 
15 (a) of the Natural Gas Act, inter alia, provides that in a proceeding before 
it, the Commission may admit as a party “any * * * person whose participa- 
tion in the proceeding may be in the public interest.” The Commission, on the 
strength of the allegations of the petition, found that the participation of In- 
dustrial Gas may be in the public interest, and permitted the intervention. 
Apparently, whether the price of the Maguire gas is a proper issue is a ques- 
tion which the Commission has decided in the affirmative by allowing the 
intervention. Moreover, it will be shown that the record discloses the facts 
from which a determination of such price can be made. It has been seen from 
the recitals in the petition to intervene that Industrial Gas, its royalty owners 
and its customers—a portion of the public—stand to be affected by the price 
of the Maguire gas to a greater or lesser extent depending upon what that 
price actually is. Under the circumstances, for the Commission to proceed 
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to find what the price is would appear to be a meet exercise of the Commis- 
sion’s discretion. 

Regardless of these considerations, the Examiner raises the question of the 
economic feasibility of the pipeline which applicant seeks to have certificated ; 
or, more particularly, the question whether the line will have an adverse 
effect upon the economic feasibility of the Texas Eastern system. Such is a 
material consideration in the instant proceeding. See, e. g., Re Natural Gas 
Pipeline Co. of America, Opinion No. 299, 16 F. P. C. 80, 92; Re Cities Service 
Gas Co., Opinion No. 288, pp. 7-8; Re San Juan Pipe Line Co., 9 F. P. C. 170, 
186; cf. Re Anthony J. Tamborello, Opinion No. 287, p. 7. And it so happens 
that the geological evidence adduced by the intervener goes to the question as 
to the economic feasibility of the pipeline; and that a determination of such 
question includes the same factors as those involved in determining the actual 
well-head price of the Maguire gas. 

Cost of Alco-Mag Line.—The evidence discloses that construction of the 
Alco-Mag Line was completed on July 13, 1956. Texas Eastern produced fig- 
ures, taken from the company’s books, which show that the total cost of con- 
struction of the pipeline was $857,010. The Examiner finds such sum to be the 
cost of the line. 

Gas reserves in Alco-Mag Field under Maguire contract.—In a proceeding 
prior to the instant one, Re Texas Eastern Transmission Corp., Docket No. 
G-9784, wherein Industrial Gas was likewise a party intervener, Texas East- 
ern sought authorization for the construction and operation of facilities 
whereby the sales capacity of its system would be increased by 255,000 Mcf. 
A hearing was had in such proceeding in the spring of 1956. The Commission 
decided that proceeding by its Opinion No. 296. Testimony of, and exhibits 
sponsored by, Texas Eastern’s gas reserves witness in such proceeding were 
incorporated in the record in the instant proceeding by reference. According 
to the estimate of that witness, on January 1, 1956, the gas reserves in the 
Alco-Mag Field under the Maguire gas purchase contract were 20,464 MMcf.* 
The witness is an experienced gas reserve geologist, and the foregoing evi- 
dence is not contradicted. The Examiner finds that 20,464 MMcf constitutes 
a reasonable estimate of such gas reserves on said date. The record discloses 
that the production from the Alco-Mag Field after January 1, 1956, was such 
that of the estimated volume of gas reserves under the Maguire contract, 
19,302 MMcf remained on July 13, 1956, the date when deliveries pursuant to 
such contract commenced. 

Other gas reserves to be transported through Alco-Mag Line.—Texas East- 
ern has constructed an extension from the Alco-Mag Lateral to the Aldine 
Field. The evidence shows that, in addition to the contract with Meredith et 
al., Texas Eastern, on December 19, 1955, entered into a contract with Ginther, 
Warren and Ginther et al. for the purchase of gas reserves in the Aldine Field. 
Gas is being delivered to Texas Eastern under each of these contracts. The 
gas flows through the Aldine extension into the Alco-Mag Lateral, and thence 
into applicant’s 20-inch pipeline. Such gas, as well as that purchased under 
the Maguire contract, is part of Texas Eastern’s over-all system gas supply. 

The evidence is conficting respecting the volumes of gas reserves in the Al- 
dine field committed to Texas Eastern under the Meredith and Ginther con- 


1 All figures as to gas reserve volumes made use of herein are at a pressure base of 
14.65 p. s. i. a. 
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tracts. Texas Eastern’s gas reserves witness in Docket No. G-9784, whose testi- 
mony and supporting exhibits were received in evidence by reference in the 
instant proceeding, estimated that the gas reserves under such contracts as of 
January 1, 1956, were 51,946 MMcf. On the other hand, the geologist produced 
as a witness by Industrial Gas in the instant proceeding, C. F. Sample, gave 
testimony and sponsored an exhibit by which he estimated that on said date, 
the reserves under such contracts were 16,845 MMcf. According to the testi- 
mony of the latter witness, the remaining recoverable reserves under the two 
contracts on July 13, 1956, which is the earliest date deliveries to Texas East- 
ern could have commenced, were 16,354 MMcf. The Examiner accepts the 
estimate of the witness Sample. This geologist, in contrast to Texas Hastern’s 
gas reserves witness, has been making estimates of gas reserves in the Gulf 
Coast area of Texas since 1937; and in the Aldine Field, since 1951. More- 
over, his gas reserve study is based on more complete data than that made 
use of by the Texas Eastern witness. The soundness and reasonableness 
of the Sample study was not brought in question by any cross-examination. 
The Examiner finds and concludes that 16,354 MMcf constitutes a reasonable 
estimate of the gas reserves under the Meredith and Ginther contracts on July 
13, 1956. 

There was testimony at the hearing that Texas Eastern had been conducting 
negotiations for the purchase of additional reserves in the general vicinity of 
the Alco-Mag and Aldine Lines. But the negotiations had not been consum- 
mated; nor was there any evidence that the installation of laterals to obtain 
the reserves would be justified. There was also testimony that several wildcat 
wells were being drilled relatively close to the Aldine and Alco-Mag Lines; but 
the witness knew “nothing about them reservewise.” 

The only gas now flowing into the Alco-Mag Line is obtained under the three 
contracts above specified. Whether or not additional gas will be transported in 
the pipeline from other sources, and if so, how much, are matters of conjecture. 

Economic feasibility of Alco-Mag Line.—It has been seen that by the esti- 
mates hereinbefore accepted, the recoverable reserves committed to Texas East- 
ern in the Alco-Mag and Aldine Fields were 19,302 MMcf and 16,354 MMcf, re- 
spectively, on July 13, 1956—a total of 35,656 MMcf. The initial investment 
cost of the Alco-Mag Pipeline has been shown to be $857,010. This cost per 
unit of recoverable reserves is 2.4¢ per Mcf. The 2.4¢ differential becomes less 
influential when it is considered that, as appears from the price provisions of 
the Maguire contract, Texas Eastern stands eventually to be reimbursed for 
the cost of the pipeline, by the seller in such contract and any other producers 
from whom gas transported by such facilities may be purchased. In view of 
the well-known scope of Texas Eastern’s gas supply requirements, and the large 
volume of reserves now committed to such requirements, it seems clear that 
the indicated cost of the facilities per unit Mcf, for the relatively small volumes 
of gas here involved, will not adversely affect Texas Eastern’s cost of service. 
Moreover, the small increase, if any, in Texas Eastern’s cost of service on an 
incremental basis resulting from attaching these reserves is more than out- 
weighed by the benefit which the consumers dependent on the Texas Eastern 
system will receive from the supplement to its gas supply. The Examiner con- 
cludes that the project is economically feasible. 

Cost of Maguire gas.—On the basis of the reserves which have been com- 
mitted to Texas Eastern, the cost of the Maguire gas is as shown by the fol- 
lowing computation, and the Examiner so finds: 
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Reserves under Maguire contract on July 13, 1956_.__.______-- 19, 302 M Mef 
Reserves under Meredith and Ginther contracts on such date__._. 16, 354 MMcef 


END is dedi Gas woe Se ee ee ee eee es 35, 656 M Mef 





CAG OF BIRO PERE GIBB 6 cerci icing whens Seine od $857, 010 
Portion of such cost which will be amortized by the 


%4¢ per Mef deduction (.5¢ x 35,656 M Mecf)-_-__- 178, 280 











Balance—not to be amortized by the %4¢ per Mef 


Sia a ae Beis a aii ase es ets ahs 678, 730 
Portion of such balance to be borne by Maguire— 
54.1% (19,302 M Mef--35,656 M Mef) of $678,730_ 367, 193 
Amount per Mef ($367,193--19,302 MMcf) __-1. 9¢ 
“Starting point’ price of Maguire gas_.............-...-...-- 13.1¢ per Mef 


Deduction for gas delivered under Maguire contract. .5¢ per Mef 
Deduction for portion of balance of cost of line to be 
REID 9; DODIIUEG occ cece cneennnntipeeecann 1.9¢ per Mef 





TR NIN oo wir cen ena awen eas 2.4¢ per Mef 
Present net well-head price of gas to Texas Eastern from Maguire. 10.7¢ per Mcf 


Other staff objections——The Staff notes that the evidence produced by the 
intervener in the instant proceeding as to the volume of reserves in the Aldine 
Field committed to applicant is at variance with the evidence as to the volume 
of such reserves in the Docket No. G—9784 proceeding. The Staff contends that 
the production by the intervener of its evidence in the instant proceeding 
constituted a “collateral attack” upon the finding of the Commission in the 
Docket No. G—9784 proceeding that “Texas Eastern has a gas supply reason- 
ably adequate to support the increased sales capacity” there involved (Opinion 
No. 296, p. 8). This contention is without merit. A “collateral attack” upon 
a judgment or administrative determination challenges the integrity of the 
same, and attempts to avoid its binding force. Higginson v. Schoeneman 
(App. D. C.), 190 F. 2d 32, 34; Pena v. Bourland (Tex. D. C.), 72 F. Supp. 
290, 294. See, e. g., Brown County, Tex. v. Atlantic Pipe Line Co. (C. A. 5), 91 
F. 2d 394, 397-98, certiorari denied 302 U. S. 747; Re Northern Natural Gas 
Co., Opinion No. 233, 11 F. P. C. 278, 282. No such challenge or attempt is 
here made, either respecting the Commission order in Docket No. G—9784 or 
the finding in that proceeding above referred to. The Staff further contends 
that to give effect in the instant proceeding to the evidence introduced by the 
intervener would “negate the purpose” of the G—9784 proceeding. This con- 
tention, likewise, has no validity. The Docket No. G—9784 proceeding can in 
no way be affected by the making of a finding in the instant proceeding based 
on the evidence produced by the intervener. A Commission order “is presump- 
tively valid when issued,” and “continues to be so until altered or set aside by 
the Commission or by the courts.” Re Northern Natural Gas Co., supra, at 
p. 281; cf. 1 Freeman, Judgments, § 305 (5th ed. 1925). 

Nor does res judicata operate here, even assuming that the doctrine applies 
to administrative action, which is doubtful. Panhandle Eastern Pipe Line Co. 
v. Federal Power Commission (C. A. 3), 236 F. 2d 289, 292; Fairmont Alumi- 
num Co. v. Commissioner of Internal Revenue, 222 F. 2d 622, 627, note 1, cer- 
tiorari denied 350 U. S. 838; Parker, Administrative Law (1952), p. 247. In 
the Docket No. G—9784 proceeding, the question put in issue and decided was 
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that as to the sufficiency of all of the gas reserves controlled by Texas Eastern 
to support its system’s sales capacity if increased as Texas Eastern there 
proposed. Here, the questions presented are as to (1) the sufficiency of the 
gas reserves in the Alco-Mag and Aldine Fields controlled by Texas Eastern 
to justify certification of the Alco-Mag Lateral, and (2) the cost of the Ma- 
guire gas in view of the reserves in such fields controlled by Texas Eastern. 
The law is clear that the principles of res judicata operate only as to matters 
put in issue and directly decided in a prior proceeding. Radford v. Myers, 231 
U. 8S. 725, 730; Cromwell v. County of Sac, 94 U. S. 351, 354. 

The Staff complains that Industrial Gas did not, in the prior proceeding, 
introduce its evidence respecting the Aldine Field gas reserves, ard says that 
said intervener is therefore estopped to deny that the estimates there received 
in evidence are correct. This contention has no merit. The purpose of the 
intervention of Industrial Gas in the prior proceeding is not shown; and it 
does not appear that said intervener had reason to produce its evidence in that 
proceeding. In any event, under settled rules of law, Industrial Gas is not 
precluded from contesting, in the instant proceeding, applicant’s showing as 
to gas reserves. Cromwell v. County of Sac, supra, at pp. 356-58. 

Certificate pertaining to Aldine Lateral.—The Staff points out that Texas 
Eastern has not filed an application for authorization to construct and oper- 
ate the Aldine Lateral; and recommends that any order issuing a certificate to 
Texas Eastern in the instant proceeding be so conditioned as to require the 
company to seek a certificate of convenience and necessity respecting such 
lateral. Texas Eastern states in its brief that “applicant has no objection to 
such condition and will file such an application in accordance with any such 
condition.” 

In all other respects, the evidence adduced by Texas Eastern is uncontra- 
dicted and unchallenged. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it 
is further found and concluded that: 

(1) Applicant, Texas Eastern Transmission Corp., a Delaware corporation 
with its principal place of business in Shreveport, Louisiana, owns and oper- 
ates a natural-gas transmission system by means of which it is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commis- 
sion; and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of Octo- 
ber 10, 1947, in Docket No. G—880 (6 F. P. C. 148). 

(2) The facilities hereinbefore described, as more fully described in the 
application, which Texas Eastern in its application proposed to construct and 
operate will be used in and for the transportation and sale of natural gas 
subject to the jurisdiction of the Commission, as an integral part of applicant’s 
existing natural-gas pipeline system; and the construction and operation of 
such facilities are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by applicant of the facilities referred to 
in paragraph (2) hereof are required by the public convenience and necessity; 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate the facilities 
referred to in paragraph (2) of the Findings and Conclusions. 

(B) As a condition attached to the exercise of the rights granted under the 
certificate issued in paragraph (A) hereof, applicant, within 30 days from the 
date of issuance of this order, shall file an application for authorization to 
operate the Aldine extension of the Alco-Mag Lateral. 

(C) The certificate granted in paragraph (A) hereof shall be deemed ac- 
cepted and of full force and effect, unless refused in writing and under oath by 
applicant within 30 days from the date of issuance of this order. 

(D) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsections (c) (3), (ce) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act. 

(E) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by applicant, and the operation, 
service and sale also authorized by such paragraph shall be actually undertaken 
and regularly performed by applicant, within 30 days from the date of issuance 
of this order. 

HoweELit PurRDUE, 
Presiding Examiner. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G-1116, G- 
1240, G-1317, G-1344, G-1417, G-1725, G-1754 & G-2101; CITY OF PORT 
HURON, CITY OF MARYSVILLE, CITY OF ST. CLAIR, MICHIGAN, MUNIC- 
IPAL CORPORATIONS, DOCKET NO. G-1152; SOUTHEASTERN MICHI- 
GAN GAS COMPANY, DOCKET NO. G-1415; MICHIGAN CONSOLIDATED 
GAS COMPANY, COMPLAINANT v. PANHANDLE EASTERN PIPE LIND 
COMPANY, DEFENDANT, DOCKET NO. G-1379; NORTHERN INDIANA 
FUEL AND LIGHT COMPANY, DOCKET NOS. G-1457 AND G-2234; 
MISSOURI CENTRAL NATURAL GAS COMPANY, DOCKET NO. G-1509; 
THE CENTRAL WEST UTILITY COMPANY, DOCKET NO. G-1616; MICHI- 
GAN GAS UTILITIES COMPANY, DOCKET NO. G-1625 ; CITY OF AUBURN, 
ILLINOIS, DOCKET NO. G-1659 


UPON A HEARING CONCERNING PRINCIPAL AND INTEREST PAYMENTS 
Issued October 12, 1956* 
Syllabus 


1. Panhandle’s customers could reject Panhandle’s tender of refund payments 
because they purported to represent principal alone, and they were only par- 
tial refunds which the customer might reject in any case. P. 170. 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued February 5, 1957, infra, p. 167. 
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2. Commission requires that each partial payment, which Panhandle has made 
to its customers, should represent both principal and interest on that prin- 
cipal. P. 170. 

3. Panhandle should retain the benefit of any tax savings associated with the 
payment of interest on the amounts to be refunded. P. 171. 

4. Commission orders Panhandle (1) to refund to Central West the sum of 
$73,170.30 with interest, and (2) to recompute and refund to its customers 
other than Central West the principal and interest payments remaining due 
to its customers. P. 173. 


William E. Miller and Raymond N. Shibley for Panhandle Eastern Pipe Line 
Co. 

Charles V. Shannon, Stanley M. Morley and Richard F. Generelly for Michigan 
Consolidated Gas Co. 

Edwin M, Miller and Louis Flag for the staff of the Federal Power Commission. 

MarsH, Presiding Examiner: The portion of this consolidated proceeding with 
which we are concerned here arises under §§ 4 and 5 of the Natural Gas Act. 
This case has had a long and devious history, no little of which is significant 
in the consideration of the issues here presented. That history prior to March 
4, 1952 is set out in some detail in an order issued by the Commission on March 
5, 1952 making tariff and service agreements of Panhandle Eastern Pipeline 
Company (Panhandle) effective, requiring the furnishing of a bond, and pre- 
scribing service obligations and interim billing demands. 

On August 17, 1951 Panhandle had submitted to the Commission the tariff 
above referred to in the form approved by the Commission in Opinion No. 214 
and the order issued concurrently therewith on June 13, 1951. Upon applica- 
tions for rehearing, the Commission had on August 23, 1951 issued its Opinion 
No. 214-A, 10 F. P. C. 322, directing that certain minor modifications and revi- 
sions be made in the form of the tariff so submitted. On August 30, 1951 Pan- 
handle had filed with the Commission substitute original sheets for insertion 
in the tariff effecting with one exception (not pertinent here) the modifications 
and revisions so directed. 

However, in the tariff thus filed Panhandle proposed an annual increase in 
rates estimated by it to be approximately $21,400,000 based upon anticipated 
sales. Concurrently with the filing, Panhandle requested that the tariff as 
modified be permitted to become effective on September 20, 1951. By order 
issued September 5, 1951, pending hearing and the Commission’s decision upon 
the question of the lawfulness of the tariff, the Commission issued an order 
suspending the proposed tariff until February 20, 1952, and until such further 
time thereafter as such tariff might be made effective in the manner prescribed 
by the Natural Gas Act. 

In the order of March 5, 1952 referred to above, the Commission directed 
(among other things) that Panhandle refund to those of its customers entitled 
thereto any portion of the increased rates and charges made by such order 
effective as of February 20, 1952 which should be found by the Commission in 
this proceeding not justified, with interest at the rate of 6 percent per annum 
from the date of payment to Panhandle until refunded. The order required 
the furnishing of a bond to secure the repayment of any such excess amount 
and specified that all costs of any such refunding were to be borne by Panhandle. 


144 FEDERAL POWER COMMISSION 


The bond filed by Panhandle pursuant to the order of March 4, 1952 was 
approved on March 7, 1952.2. Thereafter hearings were held with respect to 
the suspended tariff and other related matters and on April 15, 1954 the Com- 
mission issued its Opinion No. 269, and order, in which it found that the in- 
creased rates and charges set forth in the tariff submitted August 17, 1951, as 
amended, had not been shown to be just, reasonable, or otherwise lawful under 
the provisions of the Natural Gas Act. The Commission thereupon determined 
rates and charges which would be just, reasonable, nondiscriminatory and non- 
preferential to be effective on and after May 1, 1954. 

The order of April 15, 1954 further provided that disposition of the amounts 
collected under the bond described above was reserved for determination subject 
to the further order of the Commission. On April 21, 1954 the Commission issued 
an order reopening the record for the purpose of determining just and reason- 
able rates and charges for sales of natural gas subject to the jurisdiction of the 
Commission made by Panhandle during the period February 20, 1952 to April 
30, 1954 inclusive. Pursuant to such order, hearings were held and, thereafter, 
the Examiner who presided thereat rendered an initial decision. 

Exceptions thereto having been filed, the Commission, on December 30, 1955, 
issued an interim order modifying and affirming as modified certain portions 
of the initial decision of the Presiding Examiner but reserving therein decision 
on the issue of allocation of costs to Panhandle’s transportation and sale of 
heavier hydrocarbons to the plant of National Petro-Chemical Corporation. 

In the order of December 30, 1955 the Commission found that during the 
impoundment, namely, February 20, 1952 to April 30, 1954 inclusive, Pan- 
handle had collected revenues in excess of such as would have been derived 
from just and reasonable rates in the aggregate amount of $36,116,056 and 
ordered that within 15 days from the date of the issuance of the order Pan- 
handle refund to those who were its customers during the refund period that 
difference together with interest at the rate of 6 percent per annum from the 
respective dates of the receipt by Panhandle of such excess amounts to the date 
of refund less such amounts as Panhandle had already refunded. Panhandle 
was directed to bear all costs incidental to the making of such refund and to 
submit releases from customers with respect thereto. 

On January 11, 1956 Panhandle filed, pursuant to the Commission’s order of 
December 30, 1955, an interim report on the interim refunds which it had 
made. At the same time Panhandle moved for a stay of portions of such 
order pending the filing and determination of a rehearing application. 

On January 26, 1956 the City of Detroit filed a motion for modification 
of the interim order of December 30, 1956 in which it requested that the order 
be modified specifically to retain jurisdiction over any tax savings resulting 
from interest payments on amounts which the Commission in such order di- 


10n March 4, 1955 the Commission issued an order permitting Panhandle to substitute 
a corporate undertaking in lieu of the bond above described. Among other things the 
Commission ordered therein that: 

The corporate undertaking executed by the officers of Panhandle on March 1, 
1955, be and the same hereby is accepted in lieu of the surety bond filed March 7, 
1952, as renewed yearly, subject to the resolution of Panhandle’s Board of Directors 
ratifying the action of its officers, being filed with the Commission on or before 
April 1, 1955 and providing that Panhandle will refund at such times and in such 
amounts to the persons entitled thereto, and in such manner as may be required by 
final order of the Commission, subject to court review thereof, any portion of the 
increased rates and charges, contained in the above mentioned tariff, collected by 
Panhandle during the period from February 20, 1952 to April 30, 1954 as such final 
order may find not justified, together with interest thereon at the rate of six percent 

per annum from the date of payment to Panhandle until refunded. 
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rected to be refunded. On January 27, 1956 the Michigan Public Service Com- 
mission filed a petition for a rehearing of the December 30th order in which 
it requested that a rehearing be granted with respect to Paragraph (C) of the 
order of December 30, 1955, clarification of the meaning of said paragraph, and 
that the interim order be amended to provide that interest on partial refunds 
made by Panhandle prior to December 30, 1955 be ordered paid for the entire 
period of time commencing with the date the excessive payments were received 
by Panhandle and ending December 30, 1955. On the same day Panhandle filed 
an application for a rehearing of the December 30th order. 

Michigan Consolidated Gas Company did not file an application for a re- 
hearing as contemplated by the Commission’s Rules of Practice, but on Feb- 
ruary 6, 1956, after the expiration of the period within which such application 
could have been filed in accordance with such rules, filed a “Motion For Amend- 
ment of Interim Order” which sought an amendment to the order of December 
30, 1955” so as to protect the public interest and accomplish the objectives set 
forth in such motion.” 

On February 24, 1956 the Commission, acting upon the petitions for rehear- 
ing filed by Panhandle, Michigan Public Service Commission and the City of 
Detroit, issued an order affirming, except as otherwise specified, its order of 
December 30, 1955. The amount by which Panhandle’s rates had exceeded 
what the Commission found to be just and reasonable was then found to be 
$35,601,613 rather than $36,116,056. The motion of Michigan Consolidated for 
amendment of the December 30, 1955 order was found to be a petition for re- 
hearing and as such not filed within the time provided by Section 19 (a) of the 
Natural Gas Act. Panhandle was directed to report to the Commission in 
writing and under oath within 45 days from the date of the order the details 
of its calculations resulting in the refunds ordered and provision was made for 
a subsequent hearing to be held “concerning the principal and interest pay- 
ments made pursuant to the order and the effect of such interest payments 
on Panhandle’s Federal income tax.” 

Thereafter a notice was issued by the Secretary of the Commission pro- 
viding for a public hearing “concerning the matters involved and the issues 
presented with regard to the payments required by the Commission’s orders of 
March 5, 1952, March 4, 1955, December 30, 1955 and February 24, 1956 and 
by the bond and undertaking by Panhandle.” Pursuant to that order a public 
hearing was held. 

Although Panhandle had made refunds to about fifty customers only four 
of them, namely, Ohio Fuel Gas Company, Michigan Consolidated Gas Com- 
pany (Michigan Consolidated), Central West Utility Company (Central West), 
and Texas Gas Transmission Corporation (Texas Gas) appeared at the hear- 
ing. Of them also, only two, Michigan Consolidated and Central West pre- 
sented evidence. In addition, appearances were made for Michigan Public 
Service Commission, the City of Detroit, the County of Wayne, Michigan, Pan- 
handle Eastern Pipeline Company, and the Staff of the Commission. Evidence 
was presented also by Michigan Public Service Commission and Panhandle. 

After the conclusion of the hearing briefs were filed by Panhandle, Michigan 
Consolidated, Central West, Texas Gas, the Michigan Commission, the City of 
Detroit and the Staff of this Commission. 

The Texas Gas refund.—Paragraph 6.1 of Rate Schedule LS—1 of the tariff 
submitted by Panhandle on August 17 and modified and revised pursuant to 
the Commission’s direction in the filing of August 30, 19517 provided that if 
during one or more days in the billing month the buyer took in excess of the 


2 See the Commission's order of August 22, 1951. 
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applicable contract demand then the bill for the month should be adjusted by 
adding thereto an amount computed by multiplying the total number of Mcf of 
gas taken in excess of the contract demand by $10. 

The evidence presented by Panhandle in the instant phase of this proceeding 
shows that from time to time during the refund period the billing of some ten of 
its customers had been adjusted, designedly, in accordance with the above pro- 
vision by including in the billing the overrun above referred to. In some in- 
stances the adjusted amount was paid, but in others, it was not. 

In computing the amounts to which its several customers were entitled under 
the refund provisions of the Commission’s orders, Panhandle has deducted from 
the amount to which they would have been entitled, if the full amount had been 
paid, that portion of the adjusted billing which those customers had failed to 
pay currently. At the time of the most recent hearing only four instances 
prevailed in which such amounts remained outstanding. The testimony is that 
none of those customers aside from Texas Gas Transmission Corporation has 
expressed the view that they are not obligated to pay the amounts billed. 

Panhandle’s books of account show that there were delivered to Texas Gas 
in excess of its contract demand during the month of December 1953, the follow- 
ing amounts of gas. 


December 14 1,052 Mcf. December 24............_. 308 Mcf. 
December 15 904 Mcf. December 26 75 Mcf. 
December 16 759 Mcf. ———— 
December 18 21 Mcf. 4,052 Mcf. 
December 23 933 Mcf. 


Panhandle’s comptroller, the principal accounting officer of the company, who 
is responsible for the maintenance of proper accounting records, proper internal 
accounting controls and for the billing and invoicing, testified that Panhandle 
billed Texas Gas for an amount of $40,520 during the month of January under 
the tariff provision referred to above. The amount was not paid, however, 
and it was carried forward from month to month thereafter. 

In the calculation of the amount of the refund to Texas Gas, Panhandle offset 
the amount so billed but which Texas Gas had failed to pay against the amount 
which Texas Gas would otherwise have received. 

Texas Gas discontinued purchases from Panhandle on November 1, 1955. 

Texas Gas did not offer either in the earlier ‘* or in the instant refund hearings 
any evidence whatever. 

Counsel for Texas Gas has not, so far as can be discovered, stated at any 
point in the record of either of the two most recent hearings what that company’s 
contentions were with respect to the merits of the adjustment with which we are 
here concerned. It is clear, of course, that Texas Gas has refused and still 
refuses to pay the amount of $40,520. But the reason why it does so has not been 
disclosed. In fact, its counsel appeared carefully to avoid any statement of 
the reason or basis for Texas Gas’ failure to pay the amount. In his brief he 
contends that “Panhandle has offset an unliquidated and disputed claim relating 


%In one instance, although the amount deducted was intended to offset the unpaid 
balance, it failed by some $35,000 to equal the customer's unpaid balance. 

“Following conferences of the parties in the refund proceeding held on October 20 
and 21, 1954, Staff Counsel read into the record a stipulation, the purpose of which was 
to eliminate non-controversial matters and more clearly define the matters remaining in 
issue. Counsel for Texas Gas concurred in the stipulation without reference to any dis- 
agreement with respect to unauthorized overrun. In the computation of revenues at the 
Staff's proposed rates for the purpose of determining the amounts of refunds before 
interest, the staff had priced excess gas at the I-1 rate, namely, 29¢ per Mef. 
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to a purported unauthorized overrun which allegedly occurred in December 1953,” 
and that in so doing Panhandle has obviously violated the plain provisions and 
the clear directive of Paragraph (C) of the Commission’s order of February 
24, 1956. 

Texas Gas’ interpretation of the language of Paragraph (C) seems to en- 
vision the application to the relevant volumes of gas the figures set out in the 
tabulation as a mere arithmetical computation independently of, and having 
no other relationship to, the gas tariff which was under suspension.® It would 
seem to follow from that interpretation that since the tabulation does not reflect 
a rate for gas taken in excess of the contract demand, consideration of the 
charges for that gas cannot be indulged in here.® 

Paragraphs (E) and (F) of that order provided : 


(E) Within thirty days after the filing by Panhandle of the data pro- 
vided in Paragraph (D) above, there shall be convened at a date and place 
to be fixed by notice of the Secretary a hearing concerning the principal 
and interest payments made pursuant to Paragraph (C) hereof and the 
effect of such interest payments on Panhandle’s Federal Income Tax. 

(F) At the hearing the burden of proof to justify the principal and 
interest payments made shall be upon Panhandle. 


Paragraph (D) referred to in Paragraph (E) provided that: 


(D) Within forty-five days from the date of the issuance of this order, 
Panhandle shall report to the Commission in writing and under oath and 
transmit copies thereof to all State regulatory commissions having jurisdic- 
tion in the areas served by Panhandle’s utility distributing customers and 
to parties to these proceedings, the details of its calculations resulting in 
the refunds ordered pursuant to Paragraph (C) above. The details of 
calculations referred to above shall include for each period of the refund 
by individual rate schedules and customers the following: 


(i) The billing demand units 

(ii) The volume sold 

(iii) The actual charges made pursuant to the rates disallowed herein. 
(iv) The recomputed charge under the rates ordered herein. 

(v) The difference between (iii) and (iv) 

(vi) Interest accrued as of the date of refund 

(vii) The total of (v) and (vi) 


Panhandle shall also submit to the Commission and parties to these proceedings 
a separate tabulation of the principal, interest as of the date of refund and total 
thereof due each customer. 

And, Paragraph (C) is as follows: 


(C) The stay of Paragraph (C) of the order of December 30, 1955, pro- 
vided by the Commission order of January 23, 1956, is hereby dissolved and 
within 30 days of the issuance of this order, Panhandle shall refund to those 
who were its customers during the refund period the difference between the 
amounts collected from them under bond or undertaking pursuant to the 
rates contained in its tariff as amended by the substitute sheets which went 


5It does not seem that so simple a calculation would even require a hearing. That 
could have been determined quite readily from the report filed by Panhandle. 

®* Whether Texas Gas’ argument would have been the same had gas been purchased to 
which rates appearing in the tabulation in the order of February were applicable and 
such gas had not been paid for is not at all clear. 
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into effect under bond on February 20, 1952 and the amounts which result 
from the application to the volumes of gas purchased during the period 
of the rates set forth in Finding (1) above which such amount is $35,601,613, 
as found in Finding (3) above, together with interest at the rate of six per 
cent per annum from the respective dates of receipt by Panhandle of such 
excess amounts in the refund period to the date of refund, less such amounts 
Panhandle has already refunded. Panhandle shall bear all costs incidental 
to the making of such refund and shall submit within 15 days of making 
such refunds copies of releases from or proof of payment to its customers 
with respect thereto. 


Paragraph 6.1 of Rate Schedules LS-1 under which Panhandle has calculated 
for refund purposes the charges to Texas Gas are identical with the equivalent 
paragraph contained in Panhandle’s FPC Gas Tariff, Original Volume No. 1— 
the tariff submitted by Panhandle on August 17, 1951—and also as it was modi- 
fied and revised, pursuant to the Commission’s direction in the filing of August 
30, 1951. Thus the paragraph was contained in the tariff which was suspended 
by the order of September 5, 1951. 

In that order the Commission stated that “Panhandle’s said FPC Gas Tariff, 
Original Volume No. 1, be and it is hereby suspended and the use thereof de- 
ferred until February 20, 1952 * * *” And the order of March 4, 1952 provided 
that “the rates, charges, and classifications” set forth in Panhandle’s FPC Gas 
Tariff, Original Volume No. 1 which had been suspended by the Order of Sep- 
tember 5, 1951 “shall be effective as of February 20, 1952 subject to the further 
orders of the Commission in this proceeding.’ Under the circumstances it must 
be concluded that the Commission, by its order of September 5, 1951, intended 
to suspend the whole of Panhandle’s filing of August 30, 1951 and that it also 
intended to put into effect, under bond, the whole of the rate schedule so 
suspended. 

The provision of Panhandle’s tariff here under consideration was clearly 
subject to change and modification by the Commission in the subsequent pro- 
ceeding. However, that provision was not changed by the Commission’s Opinion 
No. 269 (and accompanying order)‘ by the initial decision of the Presiding 
Examiner, by the Commission’s order of December 30, 1955, nor by the order of 
February 24, 1956. Thus it would logically follow that the Commission intended 
that the other provisions remain in full force and effect until superseded by the 
rate subsequently to be prescribed by the Commission. 

Consequently, under the Natural Gas Act and the Commission’s Rules and 
Regulations thereunder, Panhandle was required to bill its customers in accord- 
ance with the provisions of that tariff. It would seem to follow inevitably that 
the language of Paragraph (C) of the order of February 24, 1956 did not as 
has been said, contemplate the simple application of the rate figures calculated 
on page (mimeograph) 4 of that order to the volumes of gas taken by the 
customers in the several classifications listed. The language “the amounts which 
result from the application to the volumes of gas purchased during the period 
of the rate set forth” in the tabulation referred to seems clearly to require that 
such rates be applied in the context and framework of the rates, charges, and 
classifications set forth in Panhandle’s FPC Gas Tariff, Original Volume No. 1. 

It seems clear, therefore, that the question whether the charges billed were 


™The paragraph appears in identical language in the “prescribed sheets’? which were 
attached to and made a part of that order, and which were thereby “directed to be in- 
serted by the Secretary of the Commission in Panhandle Eastern Pipe Line Company’s 


FPC Gas Tariff, Original Volume No. 1’’ which were made effective immediately upon the 
termination of the refund period. 
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properly billed in accordance with the tariff; whether the calculations of refunds 
were correct and whether the principal and interest payments made were cor- 
rect, are in issue in this proceeding. 

The argument that the instant hearing is for the sole purpose of determining, 
arithmetically, the difference between the amounts collected by Panhandle from 
its customers and the amounts which it would have collected under the rates 
enumerated in the order of February 24, 1956 without regard to offsets for 
unpaid amounts appears, in the light of the statement in the order of February 
24, 1956 that “As to Central West Utility Company, Panhandle states that the 
refund will be retained as an offset against a debt it claims they owed it,” of 
doubtful force. Although the differences between Panhandle and Central West 
with respect to the offset are not mentioned in either Paragraphs (C) or (D) 
it seems clear that the Commission did not intend that such offsets be ignored 
in this proceeding. 

Texas Gas contends that by the simple device of this offset Panhandle has 
attempted to shift the burden of collection of a disputed and unliquidated 
claim from itself to Texas Gas. They express surprise, perhaps, but certainly 
concern that Panhandle while having in its possession refundable amounts equal 
to the unpaid balance of the billing did not resort to the courts to collect that 
amount rather than withhold, as it did, an equivalent amount. Staff counsel 
asserts that this Commission has not attempted “nor should it attempt” to 
determine the merits or demerits of Panhandle’s various claims against its cus- 
tomers for overrun penalties. 

That the Commission should not take steps which would have the effect only 
of shifting the natural burden of proof from a pipeline company to a customer 
or from a customer to the pipeline company goes without saying. This Examiner 
is unable to agree, however, that this Commission should not or that by the 
order of February 24, 1956 it intended that no effort be made here to determine 
the merits of Panhandle’s customers’ claims against it or its claims against 
them for gas services rendered under the effective rate schedules. On the con- 
trary it would appear more reasonable that, having prescribed rates, charges 
and classifications to be made and charged by Panhandle, the Commission 
should exercise its powers to insure that both the pipeline and the customer 
comply therewith. One of the principal functions of the Commission is to 
protect the pipeline customers against discrimination. As we have seen, every- 
one of those of Panhandle’s customers billed with overrun penalties have paid 
them, or at least have not indicated an intent not to pay them, except Texas 
Gas. For the Commission to do less than its utmost to encourage and even 
require compliance with the rate schedules subject to its jurisdiction would 
seem illogical. Therefore it is not only believed that the Commission can, but 
that they intended to determine the merits of those claims.’ 

That the Commission has the authority in those instances in whieh rates are 
suspended and put into effect under refund conditions to determine the amount 
which the pipeline should have charged during the refund period, and the amount 
which should be or should have been refunded, and to direct it to refund the 
amount due, appears to be beyond doubt. The Commission could have, had it 
seen fit to do so, changed the provisions of Section 6.1 of the LS—1 rate schedule 
just as it did rates under other provisions. No reason can be seen why in that 


*It is noted that, while the Staff seriously objects to any attempt by the Commission 
to determine the merits of Panhandle’s claim for overrun penalties and the use of an offset 
in that connection, they argue strenuously in favor of a redetermination on a basis more 
favorable to the purchaser than could result from the simple calculation of excess charges 
in the case of Central West. 


506455—59——_12 
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determination account should not have been taken of the amounts which should 
have been paid but which were not. 

Such a situation differs from one in which in the course of normal operations 
under established rates not under suspension the purchaser of gas fails to pay 
all or any part of the amount billed to him. In the latter instance, action in 
the courts would seem to be the appropriate procedure. But even then whenever 
the rate, rule or practice is attacked as unreasonable or as unjustly discrimi- 
natory there must be preliminary resort to the Commission. When the inquiry 
is one of fact and of discretion the determination is left to the Commission. 
Great Northern Railway Company et al v. Merchants Elevator Company, 259 
U. S. 285, 291-1952; cf Montana-Dakota Utilities Co. v. Northwestern Public 
Service Co., 341 U. S. 246. 

Although counsel for Texas Gas scrupulously avoided any statement as 
to why Texas Gas had not paid the billed amount, statements made in other 
connections seem to indicate clearly, if that were significant here, that questions 
of fact were involved. Under such circumstances the preliminary determination 
at least would have to be made by the Commission. 

It is concluded that it was not the intent of the Commission that there be 
determined in this proceeding merely the arithmetical difference between on 
the one hand the amounts which Panhandle actually received during the refund 
period and on the other, those which result from the application to the appro- 
priate volumes of gas the rates set out in the order of February 24, 1956. On 
the contrary it was the intent that there be determined the amounts which 
Panhandle should have charged and received under the suspended tariff and 
the amounts to which it would have been entitled had the provisions of the tariff 
in its entirety, as amended by that order, been in force and effect throughout 
the period, taking into account interest on the excess charges. 

The question still remains, however, whether Panhandle has justified, as re- 
quired by Paragraph (F) of the February 24th order, the billings to Texas Gas 
and, consequently, the deduction of the amount of $40,520. As has been stated, 
Paragraph 6.1 of the rate schedule here involved provides that if during one 
or more days in the billing month the buyer takes in excess of the applicable 
contract demand then the bill for the month shall be adjusted by adding thereto 
an amount computed by multiplying the total number of Mcf of gas taken in 
excess of the contract demand by $10. If these were the sole provisions of Sec- 
tion 6.1, Panhandle’s proof, despite what appears to be a contrary contention 
of Texas Gas would have, it is believed, constituted a sufficient prima facie 
showing. However, the section goes on to say (among other things) that this 
adjustment of the monthly bill shall not be made under certain conditions one 
of which is when Panhandle maintains and operates flow control valves at 
the point or points of delivery to the customer. When that situation exists, the 
proper charge for such gas would have been, under the suspended schedule 
9 cents and under the order of February 24, 1956, 6.21 cents per Mcf. Panhandle 
offered no evidence to show that this situation did not in fact exist and it is 
believed that it was Panhandle’s obligation to offer such proof. 

It must be concluded, therefore, that Panhandle has not justified the billings 
to Texas Gas and, consequently, the deduction of the amount of $40,520. 

The Central West offset.—In its Opinion No. 218, and order issued concur- 
rently therewith on August 31, 1951, 10 F. P. C. 328, the Commission ordered 
that, pending the effectiveness of a new tariff and service agreement executed 
thereunder, upon the introduction of Trunkline Gas into Panhandle’s system, 
Panhandle should make deliveries of natural gas to Central West upon the 
basis of a winter contract demand of 10,000 Mcf. “This record indicates” the 
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Commission said “‘possibly inadequate lateral capacity to serve several existing 
customers their contract demands of their 1951-1952 prescribed volumes.” The 
Commission found that Panhandle’s failure to maintain adequate laterals for 
the purpose constituted undue discrimination and ordered that within 45 days 
Panhandle take steps to eliminate that discrimination. 

In Opinion No. 218-A, issued on October 15, 1951, 10 F. P. C. 361, the Com- 
mission conditionally fixed Central West’s contract demand at 5,000 Mcf for 
the period February 20 to and including March 31, 1952. No controversy exists 
with respect to the billing by Panhandle to Central West for the latter period. 

It was stated in the Commission’s order of March 5, 1952 that among the 
matters then presented to the Commission for consideration and determination 
was the nature of volumetric and service obligations for the four customers 
which had not executed the form of service agreement contained in the tariff 
which the Commission had prescribed for Panhandle. Those four customers 
were Michigan Consolidated Gas Company, The Gas Service Company, Texas 
Gas Transmission Corporation, and The Central West Utility Company. 

The order of March 5, 1952 directed that Panhandle’s contracts with those 
customers were to continue in effect as executed service agreements pending 
such orders as the Commission might issue in proceedings then pending before 
it. The Commission’s order established the contract demand for Central West 
for the months of January, February, March, November, and December at 10,000 
Mcf * and for the other months as follows: 


6,500 August 
} 4,500 September 
I as cscs tctanniciggy: Suan abianinasiomaliilgaatieal 2,000 October 
I i itestccnchntndia secs atacand aa 1, 700 


For the month of April 1952 Panhandle billed Central West on the basis of 
the contract demand set out above at the rates which had become effective 
on February 20, 1952. To the payment of the check which Central West 
sent to Panhandle in payment of the April bill, Central West attached the 
conditions that (1) Panhandle would supply Central West throughout the Win- 
ter seasons 1952-1956 the volumes of gas set out in the Commission’s order of 
March 5, 1952 and (2) would refund to Central West whatever excess Central 
West might pay over the rates ultimately fixed by the Commission. Pan- 
handle refused to accept the payment as so conditioned. Thus a controversy 
arose which, prior to the instant proceeding, had not been composed. Exten- 
sive correspondence between Central West and Panhandle ensued. On May 22, 
1952 Panhandle addressed to the Commission, a letter in which it reported 
Central West’s refusal to pay unconditionally and requested from the Com- 
mission approval of the suspension of all deliveries of gas to Central West 
commencing June 20, 1952 should Central West have failed by that time to pay 
the amounts with which it had been billed. On May 26, 1952 Central West in- 
formed the Commission of its position in the matter and requested a hearing 
to clarify the rights and obligations of the parties. In a letter dated June 25, 
1952, the Federal Power Commission informed Central West that if Panhandle 
had refused to deliver the volumes of gas required by the Commission’s orders 
it should file a complaint with the Commission. The Commission added that 
Central West’s tender of payment for the April bill on a conditional basis was 
not proper, but suggested that further efforts be made to reconcile the existing 


® Opinion No. 218—A, issued October 15, 1951, which had fixed the contract demand at 
5,000 conditionally was applicable for the period February 20 to and including March 31, 


1952. 
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differences. On the same date the Commission informed Panhandle that fur- 
ther efforts should be made to reconcile its difference with Central West, but 
that if such reconciliation was not possible, Panhandle should file for and ob- 
tain authorization for the abandonment of the service. Panhandle was di- 
rected to continue, pending such authorization, to render service to Central 
West pursuant to the outstanding orders of the Commission. 

Thereafter, further negotiations were carried on between Panhandle and 
Central West which resulted in a letter from Central West to Panhandle which 
stated that “Pending final settlement, we hereby offer to send our check to cover 
the commodity charge on all gas purchased during this period and the demand 
charge for actual peak purchases during April, May and June with the under- 
standing that neither side shall waive any rights, either Central West by 
paying or Panhandle by accepting such check.” In a letter dated July 18, 1952 
replying to that proposal Panhandle accepted that payment “with the under- 
standing that such payment and acceptance shall be without prejudice to or 
limitation upon any further or additional claims or rights to which we may 
be entitled under existing Tariff and under the Federal Power Commission’s 
order issued March 5, 1952 in Dockets Nos. G—1116 et al., and without prejudice 
to or limitations upon any claims or rights you may have in the premises.” 
For Central West’s convenience Panhandle enclosed “a statement of the amount 
which we presently claim to be due and payable by you, together with a state- 
ment of the amount you would pay under and subject to the interim proposal 
set forth above.” 

The evidence shows that thereafter, throughout the remainder of the refund 
period, Panhandle continued to bill Central West on the basis of the tariff 
which became effective under bond on February 20, 1952, and the winter and 
summer contract demands fixed by Appendix D to the Commission’s order of 
March 5, 1952, and also on the basis of the interim billing agreement. 

Upon the basis of such billing and at the rates in effect under bond Pan- 
handle calculated the amount which it was entitled to receive from Central 
West as $566,521.20. A redetermination of the amounts on the basis of the 
application to the volumes of gas delivered of the rates set out in the Com- 
mission’s order of February 24, 1956, computed on the basis of the contract 
demand established by the Commission’s order of March 5, 1952, (that is, the 
same billing determinants as were employed in the original billing) indicates 
that the proper charges should have been $444,202.85. 

The evidence is that if Central West had paid Panhandle the amount billed 
the former would have been entitled to a refund of the difference between 
$566,521.20 and $444,202.85. However, Central West paid for the gas received 
during the refund period the sum of $402,557.90 only. 

Panhandle’s testimony is that after the payments for February and March 
1952 the unpaid balance of the account was always greater than any amount 
which might have been subject to refund. Without consideration of interest, 
the difference between the amount paid and the amount which should have 
been paid appears to be $41,644.95, to which Panhandle has added interest in 
the amount of $6,492.94. Thus, according to Panhandle’s computation, after 
making allowance for amounts which would otherwise be refundable, there is 
a balance due to Panhandle from Central West of $48,137.89, including interest. 

As indicative of approval by the Commission of the amount of $444,200.85 as 
the amount to which Panhandle was entitled on the recomputed basis, Pan- 
handle points out that the use of a smaller amount would not have produced 
the revenues and, consequently, the refunds reflected in the order of February 
24, 1956. 
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In that connection Panhandle contends that: 


In view of the Commission’s use of those demands as a basis for computing 
Panhandles rates for the refund period, any attempt to lower Central West’s 
rates (though reducing the billing demand) would constitute the granting 
of unlawful reparations; whereas the Commission’s powers are prospective 
only. 


Ruling upon Panhandle’s petition to review the Commission’s order accompany- 
ing Opinion No. 218 and the order of March 5, 1952, insofar as they required 
Panhandle to deliver to its customers a volume of gas in excess of the approved 
capacity of its system and to its customers on the Liberty lateral of volumes 
in excess of the capacity of that lateral, the United States Court of Appeals for 
the Third Circuit (one judge dissenting) Panhandle Eastern Pipe Line Company 
v. Federal Power Commission, 204 F. 2d 675, 691 (decided April 30, 1953) 
held that it was beyond the power of the Commission to order Panhandle within 
45 days to eliminate the discrimination in the service between the customers on 
its Liberty lateral and those on its other laterals by enlarging the facilities of 
the Liberty lateral, and, the court accordingly set aside Paragraph (E) of the 
order of August 31, 1951. The court also set aside Paragraphs (E) and (F) of 
the order of March 5, 1952. However, in an amended judgment dated June 9, 


1953, the court amended the judgment entered on April 30, 1953, to read as 
follows: 


* * * it is now here ordered and adjudged by this court that Paragraphs 
(E) and (F) of the order issued [by the Commission] March 5, 1952, be and 
they are hereby set aside insofar as they require Panhandle Eastern Pipe 
Line Company to deliver from its transmission system more gas than the 
system has been designed and approved to deliver, or has actual capacity to 
deliver, whichever is greater, and the proceedings are hereby remanded to 
the Commission in order that the Commission may, by appropriate adminis- 
trative action to be taken in conformity with the opinions of this court, 
reduce the maximum amounts of gas required to be delivered under the 
service agreements referred to in said Paragraphs (E) and (F) to such 
amounts as will eliminate any undue discrimination and fairly distribute 
the designed and approved capacity or the actual capacity, whichever is 
greater, of the system of Panhandle Eastern Pipe Line Company among its 
customers and the designed and approved capacity or the actual capacity, 


whichever is greater, of the Liberty lateral among the customers served 
from that lateral. 


Central West contended in the instant proceeding, (1) that Panhandle could 
not properly charge Central West a rate during the refund period based upon 
a contract demand of 10,000 Mcf and the commodity charges on that basis, since, 
Central West contended, the setting aside of Paragraph (F) in the order of 
March 2, 1952 necessarily wiped out appendix D which established Central 
West’s contract demands, and (2) that the rates which Panhandle should have 
charged during that period, are Mobile doctrine * those which were established 
in the contract which had been entered into between Panhandle and Central 
West prior to the Commission’s Opinion No. 214. 

In support of those contentions, Central West offered at the hearing in the 
instant proceeding, testimony and exhibits to show the applicable terms of the 
gas sales contract, dated May 18, 1940, between the parties which preexisted 
Panhandle’s effective tariff. Central West contended that the opinion of the 





10 United Gas Pipe Line Company v. Mobile Gas Service Corporation, 350 U. S. 332. 
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United States Court of Appeals for the 3rd Circuit, 204 F. 2d 675, 681 (as 
amended by the judgment entered June 9, 1956) completely set aside any con- 
tract demand as to Central West with the result either that only the commodity 
portion of the applicable rate could be billed, or that the sales contract above 
referred to continued in effect during the refund period. The proffered evidence 
also purported to show the resulting billing to Central West based upon the 
preexisting contract. 

In an order issued by the Commission on appeal by Panhandle from a ruling 
of the Examiner proposing to receive such evidence, the Commission found that 
the amended judgment did not vacate nor set aside completely, as claimed by 
Central West, Paragraph (F) and the applicable Appendix D fixing 10,000 Mcf 
as Central West’s contract demand, but merely required that such contract 
demand be reduced to the actual capacity of the facilities. The order stated 
that the Commission upon remand had fixed 5,540 Mcf as the maximum capacity 
properly allocable to Central West and that: 


It therefore became proper [for Panhandle] to compute the billing for 
the refund period based upon a winter contract of 5,540 Mcf instead of 
10,000 Mcf. 


The order thereupon directed the Presiding Examiner to establish for Pan- 
handle’s service to Central West during the refund period in these proceedings 
a winter contract demand of 5,540 Mcf and equitable summer contract demands 
in relation thereto, and to recompute Panhandle’s billing to Central West for 
the entire refund period on such basis. 

Thus there remains for the Presiding Examiner’s determination herein only 
the equitable summer contract demands during the refund period. 


It appears that Central West has insisted throughout this controversy that its 
nominations of amounts of gas which it needs during the summer months bear a 
direct relation to the amounts which it can receive during the winter months. In 
the letter of May 12, 1952, Central West stated that “in order to take care of 
the requirements of new and added customers during the winter months, we 
had to nominate their approximate requirements during the summer months.” 
Central West’s president, testifying as to how its nominations for the summer 
months were arrived at, said that “After the estimated winter requirements 
were determined, the other months’ contract demands requirements were deter- 
mined as percentages of the winter volumes, based on the experience that we 
have had.” “ 

Central West contends, and in that contention is joined by Staff counsel, that 
based upon such experience 55.4% of the contract demands for the several summer 
months as fixed in the order of March 5, 1952 would constitute just and equit- 
able summer contract demands as related to a winter contract demand of 5,540 
mef. 

Panhandle offered no evidence to show what equitable summer contract de- 
mands would be in relation to a winter contract demand of 5,540 mcf. Based 
upon the evidence presented herein, the Examiner finds that just and reasonable 
contract demands for the months other than those to which the winter contract 
demands are applicable will bear the same relationship to the summer contract 
demands enumerated in Appendix D to the Commission’s order of March 5, 1952, 
as the number 5,540 bears to the number 10,000. In other words, if to the summer 
contract demand appearing in Appendix D there were applied the percentage 


1 The witness agreed that during the summer months Panhandle permitted Central West 
to purchase and take all of the gas it could use. 
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figure 55.4%, the result would be in each instance a fair and reasonable contract 
demand for that month. Thus those figures are: 


Percent 
TATE» i ccstiitaaicizlaiininianissaapitaiaasaiiiiacciaikamaca times 6500 x 55.4=3601 
DO. sccctiattiistihiailiicicandiiceapiisihdniiic asntiianihicgiaiaeacimmai: 4500 x 55.4=2493 
DGD. ac diitintinrtitninninntiiviiimpieadiaileaides 2000 x 55.4=1108 
GIT, scsnesscesahstpnceiiscqimc ceili ticle iain tdci 1700 x 55.4= 941 
SEINE, scessitisiduliehbtsalinccinnnpigaiaiapitiiniaintgae iibidiiianitiabaits 1700 x 55.4= 941 
I i cckissticeitcincsecnnnemes titi atddiaiienianiaieiiels 2400 x 55.4=—1330 
QUE actganitematinniaubeacnaiaas 4300 x 55.4=2382 


The tariff provides that the billing demand (the basis for the demand charge) 
shall be the greatest quantity of gas delivered by seller to buyer on any day 
during the billing month, but shall not be higher than the contract demand for 
the month nor less than 90% of the contract demand for the month. The 
evidence presented by Central West discloses that in no billing month during 
the refund period were the actual peak-day deliveries from Panhandle to Central 
West in excess of the contract demand found above to be fair and reasonable. 
In only three of those months were the actual peak-day deliveries 90% of such 
contract demands. Panhandle offered no evidence to the contrary. 

Based upon the evidence of record herein, and in conformance with the direction 
of the Commission contained in the order of May 17, 1956 the Presiding Ex- 
aminer finds that the excess of the amounts paid by Central West over charges 
recomputed upon the basis of contract demands as above enumerated is $60,906.07 
which, together with interest at the rate of 6 percent per annum on such ex- 
cessive charges, aggregates $73,170.30 as set out in Appendix A hereto attached. 

Interest calculations —The Commission’s Opinion No. 269 was issued on April 
15, 1954. That opinion fixed reasonable rates and charges for Panhandle be- 
ginning on May 1, 1954, but reserved for future determination the reasonableness 
of rates for the period February 20, 1952 through April 30, 1954. As has been 
noted, by order dated April 21, 1954 the Commission reopened the record in 
these proceedings for the purpose of determining the just and reasonable and 
otherwise lawful rates and charges by Panhandle for sales under the Natural 
Gas Act for the period from February 20, 1952 through April 30, 1954. Early 
in July 1954 it was apparent to Panhandle that the application of the principles 
announced in Opinion No. 269 to the actual costs and revenues experienced 
during the period February 20, 1952—April 30, 1954 would establish that excess 
revenues had been collected which would have to be refunded. In Opinion No. 
269 Panhandle had been allowed a rate of return of 5%4 percent as compared 
with an interest rate of 6 percent on the amounts subject to refund. So in 
order to stop interest running on the excess revenues Panhandle undertook to 
determine the approximate amount thereof. As a consequence, Panhandle’s 
staff was assigned to make a determination of the amount of excess revenues 
during the refund period. A determination was made on July 9, 1954 that re- 
funds in the amount of $14,140,000 should be made. Panhandle thereupon noti- 
fied the Commission that they were going to make this refund and that refund 
checks were being issued to the resale customers entitled to such amounts. On 
the same date checks were mailed to each of such customers. 

Accompanying each check was a letter of transmittal which, after stating the 
belief that it was in the interest of each (that is Panhandle and the customer) 
to make the partial refund, stated that such refund check was transmitted 
without prejudice to the rights of either payor or payee “in the event of an 
error in computation or other adjustment when the exact amount of refund is 
ultimately determined.” All of the checks thus transmitted were accepted by 
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the respective customers except the one which was transmitted to Michigan 
Consolidated Gas Company. The check tendered to Michigan Consolidated, but 
which was returned was for $2,238,000. The amount accepted by Panhandle’s 
other customers was $11,902,000. 

Again on December 8, 1954, after similar notice had been given to the Com- 
mission, Panhandle sent checks to its customers aggregating $5,477,000. Out of 
all those tenders none was refused except that to Michigan Consolidated. The 
amount thus tendered to the latter company was $867,000; and the amount 
accepted by the other customers was $4,610,000. 

The next refund payment was made on December 31, 1955 and amounted to 
$14,619,000. Panhandle on that date wired Michigan Consolidated that it had 
transferred to the latter’s bank $4,865,000 as a partial refund. This amount 
included the amounts of $2,238,000 and $867,000 which had been rejected by 
Michigan Consolidated on the earlier attempts to refund. This time the pay- 
ment was accepted. 

Finally on March 19, 1956, as a result of the Commission’s order of February 
24, 1956, 15 F. P. C. 1156, Panhandle made a refund which brought the total 
amount refunded on principal up to the amount ordered in the Commission’s 
order of that date. 

In the order of February 24, 1956 the Commission said : 


In its report on the refund of the $31,131,000 already made Panhandle 
has indicated that no portion thereof is interest. Because of the inter- 
mediate tenders of refund, there are a number of questions which may 
arise as to the computation of interest. It would be premature, however, 
for us to prescribe the method of computing the interest until such time 
as Panhandle has completed the refund as ordered and has submitted its 


computations of sugh payments. We will therefore provide for hearings 
subsequent to the submission of the computations on the refund and interest 
paid in order that parties may be heard on the payments of principal and 
interest made by Panhandle. 


The general method used by Panhandle in computing principal and interest 
was as follows: The rates set out in the Commission’s order of February 24, 
1956 were applied to the billing determinants appearing on the books of the 
Company. In computing interest the number of days from the date of payment 
of each month’s invoice up to the July 9, 1954 date was determined. To that 
number of days the interest rate of 6 percent per annum was applied. In each 
instance the principal amount was reduced by the amount or amounts refunded 
on that date and then interest was computed on the remainder of the principal 
amount from July 10, 1954 to and including December 3, 1954, the date of the 
second partial refund. 

The interest on the remaining principal amount was calculated from December 
4, 1954 to and including December 31, 1955. Similarly interest was computed 
on the amount still to be refunded from January 1, 1956 through March 20, 1956. 

Michigan Consolidated has verified Panhandle’s calculation of the principal 
amount of excess charges, and there is no dispute with respect to that. 

Applying to the accumulated excess amount collected by Panhandle (but 
reducing such amount in each instance by the amounts tendered for refund) 
the rate of 6 percent, Panhandle found that the total amount of interest payable 
to Michigan Consolidated was $669,739.67. 

As has been stated, however, Michigan Consolidated at the time they were first 
tendered, refused to accept the refunds of $2,238,000 and $867,000 tendered on July 
9 and December 31, 1954 respectively. In each such instance Michigan Consoli- 
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dated returned the check to Panhandle. In the letters with which those checks 
were returned (dated July 16th and December 10th, 1954) Michigan Consolidated 
made clear its position, which it has since consistently maintained, namely, that 
Panhandle was not permitted either by the order of the Commission or by the 
terms of the bond to make a refund until after the issuance of a final order by the 
Commission. Consequently, Michigan Consolidated has calculated the interest 
payable on the excess amounts collected as though no payments had been made 
or tendered prior to December 31, 1955. Michigan Consolidated now insists that 
it is entitled to and should receive 6 percent interest on the total excess down to 
and including March 20, 1956 and this despite the fact that Michigan Consoli- 
dated received and accepted on December 31, 1955, $4,865,000, which included, 
as has been noted, the amounts tendered on July 9, 1954 and December 3, 1954. 
Thus an additional amount of $1,760,000 was tendered and accepted on that date. 
There remained the amount of $718,792.80 which was refunded, on March 20, 
1956. The total amount now claimed by Michigan Consolidated from Panhandle 
as being due in #hterest on excess payments, over and above the amounts already 
paid, is $319,055.50. Of that amount $198,292.93 is claimed as interest on the 
$2,238,000 tendered on July 9, 1954; and $55,868.06 is attributed to interest on the 
$967,000 tendered on December 3, 1954. Furthermore, it is the position of Mich- 
igan Consolidated that it should receive 6 percent interest on the $319,055.50 of 
claimed unpaid interest from March 20, 1956 up to the date on which the latter 
amount is paid. That interest Michigan Consolidated’s evidence shows would 
amount to $52.45 per day. 

Michigan Consolidated contends that Panhandle’s “partial refunds” were 
unauthorized by and were contrary to the Commission’s orders. The Commis- 
sion’s order of March 4, 1952 directed that Panhandle “shall refund to those 
entitled thereto any portion of the increased rates and charges made effective 
as of February 20, 1952, found by the Commission in this proceeding not justified, 
with interest at the rate of 6% per annum from the date of payment to Panhandle 
until refunded ; shall bear all costs of any such refunding; shall keep accurate 
accounts in detail of all amounts received by reason of such increased rates and 
charges for each billing period * * * and shall * * * execute and file with 
the Secretary of the Commission a corporate bond, satisfactory to the Com- 
mission”, which would contain, among others, the provision that “* * * if Pan- 
handle shall * * * well and truly repay at such times and in such amounts, to 
the persons entitled thereto, and in such manner as may be required by the final 
order of the Commission in said [Docket Nos. G—1116 et al.] proceedings, subject 
to court review thereof, any portion of such rates or charges collected by Pan- 
handle Eastern Pipe Line Company after February 20, 1952, as such final order 
may find not justified, together with interest thereon at the rate of six (6) 
percent per annum from the date of payment thereof to Panhandle Eastern Pipe 
Line Company wntil refunded, and shall otherwise comply with the provisions of 
the Natural Gas Act relating thereto. * * *” (Italics added.) 

Michigan Consolidated seems to argue that in using the language underscored 
the Commission intended that Panhandle could make no refund payments prior 
to the Commission’s final order in the proceeding. 

In that connection Michigan Consolidated considers of some significance the 
fact that while in the motion to substitute its corporate undertaking for the bond 
Panhandle proposed an undertaking which would have obligated it merely to 
refund its excess charges “with interest at the rate of six percent per annum from 
the date of payment to Panhandle until refunded,” the Commission instead 
directed the use of the following language: 
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Panhandle will refund at such times and in such amounts to the persons 
entitled thereto, and in such manner as may be required by final order of 
the Commission, subject to court review thereof, any portion of the increased 
rates and charges, collected by Panhandle during the period from February 
20, 1952 through April 30, 1954 as such final order may find not justified, 
together with interest thereon at the rate of 6 percent per annum from the 
date of payment to Panhandle until refunded. 


Michigan Consolidated’s argument that the partial refund payments are con- 
trary to the Commission’s orders or to the provisions of the bond, is not per- 
suasive. This Examiner can find in no language employed by the Commission 
in any of its orders requiring or relating to refund payments any implication 
that Panhandle was to be required to make a lump sum payment and that only 
upon or after the issuance of a final order of the Commission in this proceeding. 
That such was not intended seems quite clear from the fact that in its order 
of February 24, 1956, after stating that Panhandle had made Several tenders 
of payment all of which except that to Michigan Consolidated had been accepted 
the Commission went on to declare that: 


“* * * Panhandle shall refund to those who were its customers during 
the refund period the difference between the amounts collected from them 
under bond * * * and the amounts which would result from the applica- 
tion to the volumes of gas purchased during the period the rates” set out 
therein “together with interest at the rate of 6 percent annum [sic] from 
the respective dates of receipt by Panhandle of such excess amounts in 
the refund period to the date of refund, less such amounts [as] Panhandle 
has already refunded. * * *” 


It seems clear that the Commission did not consider that refunds of a part 
or all of excess charges made prior to its final order were per se violative of its 
earlier orders respecting the payment of refunds. 

Michigan Consolidated further argues that such “partial refunds” would 
have complicated or defeated any orderly refund procedure to the ultimate 
consumer and that Michigan Consolidated’s refusal to accept them was in the 
public interest. 

While not contending that Panhandle’s proposed partial refunds were con- 
trary to the Commission’s order, the Michigan Commission strenuously argues 
that to permit Panhandle to use the refund procedure which it did would be 
in derogation of the most basic premise of the Natural Gas Act, namely, pro- 
tection of the consuming public. 

Evidence presented by Michigan Consolidated is that it was required to absorb 
the increase in rates which became effective as of February 20, 1952, up to 
November 21, 1952, on which date the Michigan Commission allowed it to put 
into effect rates which from that date forward absorbed the increases. For 
the purpose of showing the potential cost of distributing refund checks to its 
many customers Michigan Consolidated referred to its experience in the distri- 
bution of like checks and refunds which the Commission in Opinion No. 275 
(and 275A) directed Michigan Wisconsin Pipe Line Company” to make to 
Michigan Consolidated. In that instance, 1,444,200 refund checks were issued 
at an estimated ultimate cost of about $278,000. The witness who testified in 
this connection expressed the opinion that some one million checks would have 
to be sent out if the amounts received by Michigan Consolidated from Pan- 


22 An affiliate of Michigan Consolidated. 
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handle were refunded in that manner. He estimated that it would cost about 
$125,000 to issue those one million checks and that but for the work which 
had been done in connection with the refunding of the Michigan Wisconsin 
excess charges the cost of doing so would have been about $250,000. He ex- 
pressed the view also that if Michigan Wisconsin had sent out checks to cover 
separately five partial refunds the cost to Michigan Consolidated would have 
been $750,000. Refund distributions by companies subject to the jurisdiction of 
the Michigan Commission are made when and if so ordered by that Commission. 
Under the rules fixed by the Michigan Commission, Michigan Consolidated was 
required in the Michigan Wisconsin refund instance to refund principal and the 
excess of interest over the cost of distribution of the refunds to its service 
customers. The testimony is that Michigan Consolidated will similarly treat 
the Panhandle refund if to do so is the final decision of the Michigan Commission. 

Counsel for the Michigan Commission called as a witness for that Commission 
to “present to [this] Commission the facts concerning the interest controversy 
as * * * between Michigan Gas Storage, Consumers Power Company and the 
contentions or concept of Panhandle Eastern Pipe Line in this matter,” the 
comptroller of Michigan Gas Storage Company who is also the comptroller of 
Consumers Power Company.” 

Michigan Gas Storage Company purchases all of its gas requirements from 
Panhandle. Michigan Gas is a natural gas company subject to the jurisdiction 
of this Commission, but it is not subject to the jurisdiction of the Michigan 
Public Service Commission. Consumers Power Company buys no gas from Pan- 
handle but Michigan Gas sells a substantial portion of the gas which it purchases 
from Panhandle to Consumers. Consumers is not subject to the jurisdiction of 
the Federal Power Commission but is subject to the jurisdiction of the Michigan 
Commission. 

Michigan Gas Storage Company was, of course, among Panhandle’s customers 
to whom partial refund checks were sent on July 9 and December 3, 1954. 
Michigan Gas Storage accepted (without prejudice) the payments so tendered, 
and acknowledged the receipt thereof. The funds so received were immediately 
invested in United States Government securities. As far as the record dis- 
closes, neither Michigan Gas nor Consumers Power has ever questioned Pan- 
handle’s right to make such partial refunds. However, Michigan Gas Con- 
sumers’ comptroller indicated that his company would not refuse the pay- 
ment by Panhandle of additional amounts of interest if this Commission should 
decide that Michigan Gas Storage was entitled thereto. If this Commission 
should decide that Panhandle’s partial refund payments were improper and that 
interest on the amount of the partial refunds should continue even though 
the tendered payments were accepted, there would be due to Michigan Gas 
Storage for such interest down to March 20, 1956 an additional amount of 
$368,366.82. 

It appears that amounts refunded by Panhandle to Michigan Gas Storage 
fall into three classifications. To the extent that the gas it had purchased 
from Panhandle had not been sold to Consumers, Michigan Gas Storage would 
retain the amount of the refund. Consumers, to the extent that it had borne 
the increase in cost of gas resulting from the increase in Panhandle’s rates 





18 Consumers Power Company has been the majority stockholder of Michigan Gas Storage 
Company throughout the refund period and Panhandle owns 25% of the voting securities 
of Michigan Gas Storage Company. Officers common to both companies have difficulty 
determining for which they are acting in a specific instance. 
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before the Michigan Commission authorized it to increase its rates, would retain 
such an amount. The amount remaining would be distributed among Consumers’ 
customers. It appears that up to this time all of the refunds made by Panhandle 
to Michigan Storage except $264,580.37 have been passed: on to Consumers Power 
Company. 

The witness called by the Michigan Commission estimated that if the refunds 
from Consumers Power Company to its customers were to be made by check 
the cost of one full and complete refund would be about $315,400.00. He 
estimated for each refund thereafter a cost at about $107,400.00. 

He testified that in the case of a refund by Michigan Consolidated to its 
customers, the Michigan Commission authorized the distributor to use interest 
received on the refund to pay the cost of making such refund to its customers. 
Consumers Power Company would expect the same treatment. 

Of the $368,366.82 of additional interest which Michigan Gas would receive 
under the proposal of the Michigan Commission, $200,000 would be passed on to 
Consumers Power Company. The witness testified that for the distribution 
of a refund by Consumers, 475,000 checks would have to be sent to Consumers’ 
approximately 360,000 customers. There would thus be contemplated a dupli- 
cation of checks to those who had moved from one district to another within 
Consumers Power Company’s service area to the extent of about one-third of the 
number of its customers. If the $200,000 which Consumers would thus re- 
ceive from Michigan Gas Storage were distributed among Consumers’ 360,000 
customers over the full refund period it would amount to about three cents 
per month per customer. 

No evidence was presented by any of the parties to the proceeding to show 
what the cost of distribution of a refund either by Michigan Consolidated or by 
Consumers Power would have been if the refunds were treated as a credit 
to the distribution customers’ accounts rather than by the issuance of checks 
in payment thereof. It seems quite clear that if the former procedure were 
applied, the cost of making such a refund would be substantially less. On 
the other hand the results would not have been so spectacular or impressive. 
It appears that for some reason, not disclosed on the record, the Michigan 
Public Service Commission chose payment by check as the proper method of 
distribution. 

It is understood to be the policy of this Commission, a policy which seems 
clearly consistent with the provisions of Section 4 (d) of the Natural Gas 
Act, to discourage unjustified mcreases in rates to pipeline companies subject 
to the jurisdiction of the Commission. The requirement that the pipeline 
company pay 6 percent interest on the amount ultimately found to be excessive 
from the time the excessive rate is paid by the purchaser until it is repaid 
by the pipeline, is believed to be a deterrent. To the extent that the com- 
pany to whom the gas is sold by the pipeline recovers from the latter the amount 
of principal excess and a return of 6 percent on the unpaid balance, such 
purchaser would seem to be fully protected since so secure an investment at 
so high a rate of return is not elsewhere readily available. In those instances 
in which the sale is made, directly or indirectly, to a distribution company 
which has absorbed such increase, no damage is done. In those instances, how- 
ever, in which the distribution company has passed the increase on to its cus- 
tomers and which, by reason of orders of local regulatory agencies may be 
called upon to return all or a portion thereof to such ultimate consumers, the 
situation becomes more complicated. There may be some equity in the con- 
tention that under such circumstances the ultimate consumer is entitled te 
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recover the unjustified portion of the excess charges together with 6 percent 
interest thereon without deduction for the cost of distributing the refunds. 
Stated another way, while it may conceivably be within the power of this 
Commission to attach as a condition of the order putting the increased rates 
in effect under bond, the requirement that the pipeline company pay, in addi- 
tion to a reasonable rate of interest, and the entire cost of distribution of the 
refund to the pipeline company’s own customers, the entire cost of making 
the refund to the customers of the distributor. But the Commission has not 
done so, nor is there any basis for the belief that it will. It must be concluded, 
therefore, that the determination of the justification of the principle and interest 
payments must be made against the background of the Commission’s orders 
and the bond provided by Panhandle pursuant thereto. 

Despite the conclusion that Panhandle had the right to make “preliminary” 
or “partial” payments of refunds prior to the “final order” of the Commission, 
the question remains whether the principal and interest refunds made by Pan- 
handle are justified in the light of the Commission’s orders. 

In its argument on this point Panhandle distinguishes between the partial 
payments made to its other customers and accepted by them and the payments 
tendered to Michigan Consolidated which were refused. With respect to the 
former, counsel for Panhandle refers to the rule of law that the acceptance of 
payment with directions to apply such to principal constitutes a contract or 
agreement between the parties wherein they treat the interest as a demand 
separate and apart from principal. It will be agreed that the cases rather uni- 
formly hold that a creditor must either accept or reject a tender as it is made. 
Assuming that a distribution company which has been charged admittedly 
excessive rates for gas service and who is entitled to the return thereof with 
interest, is such a “creditor” the rule, nevertheless, would be without force 
with respect to Michigan Consolidated so far as the tenders of July 9 and 
December 3, 1954 are concerned since Michigan Consolidated refused to accept 
them. The language contained in the Commission’s order of March 4, 1952 
which made the suspended tariff effective under bond has been set out above 
(supra page 20) and need not be duplicated here. It will be noted, however, 
that the order provided that repayment be made “with interest at the rate of 
6 percent per annum from the date of payment to Panhandle until refunded,” 
and the bond was to contain the provision that repayment be made “together 
with interest at the rate of 6 percent per annum” from the date of payment until 
refunded. Consistently therewith, the latter language appears also in both the 
order of December 30, 1955 and that of February 24, 1956. The plain meaning 
of that language seems to be that at the time the principal is paid, even though 
such payment be made in advance of the final order of the Commission, the 
interest which had accrued thereon should be paid also. 

Panhandle’s failure to tender interest along with principal was not, it is 
believed, in conformance with the Commission’s order. Had Michigan Consoli- 
dated accepted the payments as payments of principal only, as it is agreed they 
were intended to be, Panhandle would have, no doubt, employed the same argu- 
ment with respect to Michigan Consolidated that it is now using to meet the claims 
of others than Michigan Consolidated. 

It must be held that, although Panhandle had the right to repay the excess 
charges at any time prior to the final order of the Commission, its insistence that 
the payment be accepted as payment of principal alone and without an accom- 
panying tender of interest, was sufficient justification for Michigan Consolidated’s 
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refusal to accept the tender. Panhandle should be required, therefore, to pay 
interest at the rate of 6 percent per annum on the unpaid amount of the excess 
charges from the respective dates of receipt by Panhandle of such excess amounts 
to the date when paid without regard to the fact that acceptance of the tenders 
of July 9 and December 3, 1954 were ‘rejected by Michigan Consolidated. 

It is not believed that Panhandle’s other customers, those to whom Panhandle 
made partial refund payments on the last named dates, and who accepted such 
payments are “creditors” such as would fall within the rule of law heretofore 
referred to. Despite the acceptance of the tendered amounts as payments of 
principal alone such customers were entitled to consider themselves subject to 
the protection of the Federal Power Commission within the provisions of its 
orders relating to the increase in Panhandle’s rates and the repayment of excess 
amounts. Furthermore, it is considered the responsibility of this Commission 
under the Natural Gas Act to protect the customers of pipeline companies against 
discrimination with respect to rates and charges. To allow Michigan Consoli- 
dated to recover from Panhandle on the basis of the principal and interest paid 
as appears to be required and the recovery by the other customers of interest on 
the basis of the payment of principal alone would, it is believed, constitute 
discrimination as between Panhandle’s customers. Consequently, it will be 
ordered that Panhandle recalculate the interest due such other customers on the 
hypothesis that the payments of July 9 and December 3, 1954 were payments of 
principal and interest rather than of principal alone, so that such customers 
shall receive in addition to the principal amount, interest at the rate of 6 percent 
per annum on the principal amounts remaining unpaid from time to time down 
to the date on which such final payment is made. 

Income taz allowance.—The staff of this Commission contends that under the 
order of February 24, 1956 there is in issue here not only the principal and 
interest payments and the question of the Central West set-off which have been 
heretofore considered but also the further question whether the deductions taken 
by Panhandle in its Federal income tax returns on account of interest payments 
will fall only in the refund period (commencing January 1, 1956) of the Docket 
No. G—2506 rate proceeding. 

“Accordingly,” the Staff contends, “Panhandle should be ordered to give effect 
in its refunds to the resultant tax benefits, and inasmuch as these benefits derive 
from the payment of interest, they should be apportioned on the basis of the 
interest on refunds paid to each customer.” 


Although stating their position somewhat differently, the City of Detroit joins 
in this contention of the Staff. 

In connection with this issue, Staff counsel refer to the initial decision of the 
Presiding Examiner, the Commission’s rulings upon the exceptions to which 
appear in the order of December 30, 1955. In that earlier proceeding Panhandle 
had treated the payments which it had made and tendered as payments of princi- 
pal only. And, in that proceeding Panhandle had contended that since it had 
made no payments of interest during the refund period it had no valid claim 
of the interest as an income tax deduction for that period. The record therein 
did not afford an adequate basis for the findings of fact which would have been 
necessary as a basis for requiring Panhandle to refund tax savings from income 
tax payments. Consequently, the order which the Presiding Examiner then 
issued reserved for later determination the additional and supplemental amount, 
if any, which should be refunded to Panhandle’s customers by reason of income 
tax savings based upon interest payments. 
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In its order of December 30, 1955, modifying and affirming as modified certain 
portions of the initial decision of the Presiding Examiner, the Commission said: 


The interest expense relating to these refunds will effectuate a tax saving 
only in the year in which such interest is paid. The Examiner’s decision 
has reserved for our future determination whether an additional refund 
of the tax saving is appropriate and the amount of said additional refund. 

It is our view, however, that the public interest does not permit the pro- 
longing of these proceedings for the purpose of determining the amount 
and treatment of this tax refund. Moreover, Panhandle is presently col- 
lecting rates pursuant to an undertaking for future refund as provided in 
our order issued January 28, 1955 in Docket No. G-2506. If a tax saving 
results from the payment of interest on the refund ordered herein, the 
actual saving will in all likelihood occur during the period in which rates 
are collected pursuant to an undertaking for refund in Docket No. G—2506, 
and full consideration may be given in that proceeding as to whether a re- 
fund of the tax saving is proper and to the amount, if any, to be so refunded. 


Whereupon the Commission found that: 


Except to the extent that they may be changed as a result of further pro- 
ceedings relative to the issues discussed by the Court of Appeals for the 
District of Columbia Circuit in cases Nos. 12,351 and 12,359 in its opinion 
of December 15, 1955 [no part of which relates to this income tax issue] 
and to the issue of the proper allocation of costs to Panhandle’s transporta- 
tion and sale of heavier hydrocarbons to the National Petro-Chemicals Cor- 
poration and without prejudice to such further determinations, the just 
and reasonable, non-discriminatory and non-preferential rates and charges 
applicable to Panhandle’s sales of natural gas for resale in interstate com- 
merce during the period February 20, 1952, through April 30, 1954, are, * * * 
as follows: 


Thereafter the City of Detroit filed a petition for rehearing predicated on the 
contention that Panhandle would obtain tax benefits from the payment of in- 
terest on the refund. More specifically the city contended that there are pos- 
sible circumstances in which the question of tax benefits on the interest pay- 
ment may not be appropriate to the Docket No. G—2506 proceedings. With 
respect to that petition the Commission in its order of February 24, 1956 said, 
“Without prejudice to our position that this matter may be fully considered in 
the G-2506 proceedings we will reserve decision on the City of Detroit’s petition 
at this time pending our examination of the interest payments in the hearings 
provided herein.” 

In that order, however, the Commission made a finding identical with that 
set out above except that certain figures were found in lieu of certain of the 
figures appearing in the order of December 30, 1955. Panhandle began accruing 
interest on its books from the very beginning of the refund period. It was not, 
however, reported in its income tax reports for 1952 or 1953. 

The refund period terminated, as has been noted, on April 30, 1954. There- 
after on July 9 and December 3, 1954 partial refund payments were made. The 
evidence in this record shows that when Panhandle had received the increased 
revenues from the increased rates it had paid the full amount of income tax 
on such collections. For the year 1954 Panhandle deducted the full amount of 
the refunds made during that year plus the amount of interest that was appli- 
cable to such refunds. Thus, over and above the principal amounts refunded, 
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Panhandle set up amounts for interest accruals. Panhandle’s evidence shows 
that for the year 1954 it deducted in its tax return for that year $16,512,000 of 
principal and the amount of $1,815,542 in interest.* 

Since the rates which went into effect under bond in Docket No. G—2506 did 
not become effective until January 1, 1955 and, therefore, subsequent to the pe- 
riod in which that income tax saving of 52% of $1,815,542 was claimed, the 
amount which Panhandle will have thus recovered will be outside the period 
for which adjustment can be made. 

However, in the light of the Commission’s statements in the orders of Decem- 
ber 30, 1955 and February 24, 1956 this Examiner believes it inappropriate for 
him to undertake a revision of the findings heretofore made by the Commission 
with respect to Panhandle’s cost of service during the refund period. 


ADDITION AL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced and the briefs filed, the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions heretofore herein stated that: 

(1) With respect to the difference between the amounts collected under bond 
by Panhandle from Texas Gas Transmission Corporation for gas sold and de- 
livered by the former to the latter during the refund period and the amounts 
which result from the application to the volumes of gas purchased of the rates 
found to be just and reasonable by the Commission in its orders of December 30, 
1955 and February 24, 1956, Panhandle has failed to justify within the meaning 
of Paragraph (F) of the Commission’s order of February 24, 1956, the principal 
and interest payments required by the Commission’s order of March 5, 1952 and 
the bond filed by Panhandle pursuant thereto. 

(2) There is due and payable to Texas Gas Transmission Corporation from 
Panhandle the amount of $40,520 together with such portion of the interest 
calculated at 6 percent per annum upon the total excess charges as is attributable 
to such sum of $40,520. 

(3) Related to a winter contract demand of 5,540 Mcf, equitable summer 
contract demands for the service by Panhandle to Central West Utility Com- 
pany during the refund period are: 


8601 August 
2493 September 
1108 October 


(4) Recomputed on the basis of a winter contract demand of 5,540 Mcf and 
summer contract demands as they appear in Finding (3), Panhandle’s billing 
to Central West Utility for the entire refund priod, including interest to and 
including September 30, 1956, should have been $73,170.30 as is shown in Appendix 
A hereto attached. 

(5) The refusal by Michigan Consolidated Gas Company to accept Panhandle’s 
tender of the proposed refunds of July 9, and December 30, 1954 as payments of 
principal alone without accompanying tenders of interest was justified and 
proper. 

(6) In the light of Finding (5), Panhandle has failed within the meaning 
of Paragraph (F) of the Commission’s order of February 24, 1956, to justify 
the principal and interest payments to Michigan Consolidated Gas Company. 


14 The report for the year 1955 had not been made at the time of the hearing: 
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(7) In order to justify the principal and interest payments made by Pan- 
handle to Michigan Consolidated, the interest must be calculated upon the excess 
amounts collected by Panhandle from the dates of the receipt by Panhandle of 
such excess amounts to the date of final and full payment thereof, with allow- 
ance for the payments actually paid by Panhandle treated as though such pay- 
ments constitute payments of principal and interest accrued as of the date of 
such payment. 

(8) Because of its payments of principal alone and its failure to pay, along 
with such principal payments, the appropriate amount of interest thereon pre- 
scribed by the Commission, Panhandle has failed to justify within the meaning 
of Paragraph (F) of the Commission’s order of February 24, 1956 the principal 
and interest payments to its customers other than Michigan Consolidated Gas 
Company. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

A. Panhandle Eastern Pipe Line Company recompute the principal and inter- 
est refund payments to Texas Gas Transmission Corporation and refund to such 
corporation the sum of $40,520 plus interest calculated in accordance with Find- 
ing (8) set out above. 

B. Panhandle Eastern Pipe Line Company refund to Central West Utility 
Company the sum of $73,170.30 plus such additional interest as may have 
accrued between September 30, 1956 and the date of payment upon the basis of 
Finding (8) set out above and Appendix A hereto attached. 

C. Panhandle Eastern Pipe Line Company recompute and refund to Michigan 
Consolidated Gas Company interest computed in accordance with Finding (7) 
set out above. 

D. Panhandle Eastern Pipe Line Company recompute and refund to its cus- 
tomers subject to the jurisdiction of this Commission, other than Michigan 
Consolidated Gas Company, the principal and interest payments to such com- 
panies, treating the refund payments made by Panhandle to them as, in each 
instance, payments of principal and interest accrued as of the date of such 
payments in accordance with Finding (8) set out above. 

E. The things required of Panhandle Eastern Pipe Line Company to be done 
as set out in Paragraphs (A), (B), (C), and (D) of this order shall be done 
on or before 30 days from the date of the issuance hereof. 

F. Within 45 days from the date of the issuance of this order, Panhandle 
shall report to the Commission in writing and under oath and transmit copies 
thereof to all state regulatory Commissions having jurisdiction in the areas 
served by Panhandle’s utility distributing customers and to parties to these pro- 
ceedings, the details of its calculations resulting in the refunds ordered in 
Paragraphs (A), (B), (C),and (D). 

Epwarp B. Mars, 


Presiding Examiner. 
506455—59——_13 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORDER DETERMINING TREATMENT OF INTEREST ON REFUND PAYMENTS AND 
OTHER MATTERS 


Issued February 5, 1957 


This matter is before us on exceptions to the decision of the presiding examiner 
issued October 12, 1956, and concerns a refund by Panhandle Eastern Pipe Line 
Company to its customers ordered by the Commission for the period February 
20, 1952, to April 30, 1954, during which a rate increase filed by Panhandle was 
in effect under bond and corporate undertaking pending determination of rea- 
sonable rates by the Commission. Exceptions were filed by Panhandle, Texas 
yas Transmission Corporation, Michigan Consolidated Gas Company, City of 
Detroit, County of Wayne, and Commission Staff Counsel. 

The questions presented by these exceptions are (1) whether the unauthorized 
overrun provision of Panhandle’s tariff should be permitted as a credit to the 
amount refunded to Texas Gas as denied by the presiding examiner, (2) whether 
Panhandle has justified its computations of interest on the amounts refunded in 
the light of partial payments made and tendered, and (3) whether Panhandle was 
justified in retaining for itself tax savings resulting from the deduction of interest 
on the amounts refunded. Weare reversing the ruling of the presiding examiner 
on the first point, and affirming him on the other two points as more fully appears 
below : 

The presiding examiner also decided, without exception being taken, that with 
respect to Panhandle’s sales to Central West Utility Company the refund should 
be $73,170.30, including interest, based upon a winter contract demand as scaled 
down by the Commission in accordance with a decision of the United States Court 
of Appeals for the Third Circuit (Panhandle Eastern Pipe Line Company v. 
Federal Power Commission, 204 F. 2d 675) and upon a contract demand for the 
other months scaled down in the same proportion. The presiding examiner’s 
conclusion on this point is supported by the record and is accordingly affirmed 
as hereinafter ordered. 

The history of this proceeding is as follows: On August 30, 1951, Panhandle 
filed rates to conform to previous orders of the Commission (opinion Nos. 214, 
214-A, 10 F. P. C. 185, 322) and at the same time requested an annual increase 
estimated by it to amount to $21,400,000, which the Commission suspended until 
February 20, 1952. By order of March 5, 1952, the Commission made the 
increased rate effective as of February 20, 1952, but provided that Panhandle 
refund to its customers any portion of the increase which should be found by the 
Commission not justified, with interest at 6%. Hearings were then held with 
respect to the suspended tariff, and on April 15, 1954, the Commission issued its 
opinion No. 269, in which it found the increased rates unlawful and prescribed 
rates and charges to be effective May 1, 1954. 

By order of April 21, 1954, hearings were held to determine the reasonable rate 
during the refund period of February 20, 1952, to April 30, 1954. After a presid- 
ing examiner’s decision and exceptions the Commission on December 30, 1955, 
issued an interim order, among other things, finding that during the refund 
period Panhandle had collected revenues in excess of reasonable rates in the 
amount of $36,116,056, and ordered Panhandle to refund this amount with 6% 
interest less amounts that Panhandle had already refunded. 
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On February 24, 1956, the Commission, acting upon petitions for rehearing 
filed in the case, issued an order (15 F. P. C. 1156) affirming its order of 
December 30, 1955, but finding the proper amount to be refunded was $35,601,613, 
and providing for a further hearing concerning the principal and interest pay- 
ments and the effect of the interest payments on Panhandle’s Federal income tax. 
After the completion of the hearing in May 1956, and the filing of briefs, the 
presiding examiner issued his decision of October 12, 1956, which is the subject 
of the present exceptions.’ 

The overrun to Texas Gas.—We are of the opinion that Panhandle’s claim 
against Texas Gas under the unauthorized overrun provision in paragraph 6.1 
of its Rate Schedule LS-1 is not properly before us. The adjustment pro- 
vision is to the effect that if a buyer takes gas in excess of the contract 
demand, subject to certain exemptions such as that in subparagraph 6.1 (b), 
the monthly bill will be adjusted by adding $10 per Mcf of gas taken in excess 
of the contract demand. 

The presiding examiner reached the conclusion that the effect of the overrun 
adjustment should be determined by the Commission in computing the refund 
due Texas Gas. He reasoned that the Commission had originally suspended 
the whole of Panhandle’s rate filing of August 1951, had not altered the provision 
by its opinion No. 269 and order issued April 15, 1954, nor by the subsequent 
orders referred to above, and had intended by its order issued February 24, 1956, 
to require that the rates should be applied in the context of all the provisions of 
Panhandle’s tariff in determining the amount of the refund. We think, however, 
that in spite of the broad language in some of our previous orders, our order of 
February 24, 1956, providing for these last hearings, did not properly bring the 
matter of the Texas Gas overrun before us. 

The February 24, 1956, order provided for the refund of the difference between 
the amounts collected under bond during the refund period and the charges result- 
ing from the application of the rates determined in the order, and such difference 
was stated to be $35,601,613. The hearing was to concern “the principal and 
interest payments made pursuant to [the order] and the effect of such interest 
payments on Panhandle’s federal income tax.” Thus, by this order, the hearing 
was to relate to the $35,601,613, interest on it, and the tax effects of that interest, 
not overrun payments. 

It is argued that the contract demand of Central West is a matter outside 
the distribution of the specific refund amount determined in our February 24, 
1956, order. However that may be, the determination of that issue had been 
specifically introduced into the hearing by our order issued May 17, 1956, 15 
F. P. C. 1413, wherein we instructed the presiding examiner to determine summer 
contract demands for Panhandle’s service to Central West and recompute Pan- 
handle’s billing to Central West upon this basis. 

Subparagraph 6.1 (b) of Panhandle’s rate schedule for service to Texas Gas 
provides that the overrun adjustment will not be made when the “Seller main- 
tains and operates flow control valves at the point or points of delivery to Buyer”. 
Panhandle has called our attention to testimony in an earlier stage of the hearing 
that indicates that an employee of Texas Gas was actually in charge of the valves. 
Accordingly, for the purposes of the refund proceedings we shall accept Pan- 


1 While the presiding examiner’s decision and this order seek to dispose of an amount to be 
refunded by Panhandle to its customers, because of the remand of the Commission’s opinion 
No. 269 upon review (City of Detroit v. Federal Power Commission, 230 F. 2d 810 
(C. A. D. C.), certiorari denied, 352 U. 8S. 829), a further refund may become due. 
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handle’s deduction of the alleged charge for the overrun in the amount of 
$40,520 from its refund made to Texas Gas under the provisions of our order 
of February 24, 1956. 

Calculation of interest—We agree with the conclusion of the presiding 
examiner that Panhandle properly reduced its liability to make a refund for 
excess charges by making partial payments before the date designated by the 
Commission for final settlement where the payments were accepted by its cus- 
tomers. We also agree that each partial payment shall represent principal 
and interest on such principal, in spite of the fact that Panhandle designated 
at least two of the partial payments as principal alone and all were accepted 
by customers other than Michigan Consolidated. 

Panhandle made its partial payments after the Commission issued its opinion 
No. 269 on April 15, 1954, reducing its rates substantially, in part, at least, to 
avoid the running against it of the 6% interest prescribed by the Commission. 
The first payment, totalling $14,140,000, was tendered to its customers on July 
9, 1954, and was accepted by all except Michigan Consolidated, which rejected 
its share amounting to $2,238,000, on the ground that it didn’t believe that 
Panhandle had the right to make such a partial payment. Panhandle’s cover- 
ing letter to its customers did not state whether the payment was principal or 
interest, but did state that the payment was “without prejudice to the rights 
of either [party] in the event of an error in computation or other adjustment 
when the exact amount of refund is ultimately determined.” The second pay- 
ment, totalling $5,477,000, was tendered on December 3, 1954, and was likewise 
accepted by all customers except Michigan Consolidated, whose share amounted 
to $867,000. Panhandle’s covering letter again stated the payment was with- 
out prejudice but went further to state, “As in the case of the first such pay- 
ment, it is our intention that the proceeds from this check be applied to the reduc- 
tion of the principal of the refund.” A third payment, $14,619,000 in all, on 
account of principal was made on December 31, 1955, and was accepted by all 
customers, including Michigan Consolidated (whose share amounted to $4,865,- 
000, including the two previous tenders). Finally, on March 19, 1956, as a 
result of the order of February 24, 1956, Panhandle made a refund by which 
it purported to bring the total amount refunded on principal up to the amount 
prescribed in such order, with interest computed according to its contentions, 
making adjustments for bills not paid in full and for overrun penalties. Pan- 
handle assumed that each partial payment made, or tendered to Michigan 
Consolidated, constituted principal, so that interest only ran on the balances 
remaining after deduction of the payments, or tenders. 

Considerable discussion was had in the exceptions, and in the briefs too, of 
Panhandle’s right to make partial payments. We do not agree with the presiding 
examiner that Panhandle had the right to repay the excess charges at any time 
prior to the final order of the Commission. The usual rule, of course, as be- 
tween debtors and creditors is that the debtor is not privileged to pay off his 
debt before the due date without the creditor’s consent. While such a rule 
is not binding on us in regulating gas utilities, it has some weight in indicating 
that Panhandle’s customers might have an interest in not receiving their 
refunds until our order determining the amounts and ordering payment. As 
the record reveals and as argued in the exceptions, one possible objection to 
partial refunds by Panhandle is that they may require multiple and, therefore, 
more expensive refunds by the customers to the ultimate consumers. In this 
matter we do not think the presiding examiner’s point is well taken that the 
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Michigan Public Service Commission should have ordered distribution of the 
refund to ultimate consumers by a credit on their bills rather than by check. 
We believe that this is the concern exclusively of the Michigan Commission 
and will presume that the Michigan Commission acted in good faith and in the 
public interest when it chose payment by check as the proper method of 
distribution. 

In view of these particularly long-drawn out proceedings, this Commission 
will make no requirement that Panhandle hold the funds at 6% until a final 
order is issued by this Commission. Our orders of March 5, 1952, and March 
4, 1955, referring to refunds to be made as required by a final order, do not 
preclude partial payments, as has been contended, while our February 24, 1956, 
order, referring to amounts “already refunded” contemplates them. Thus where 
Panhandle made partial payments to customers other than Michigan Consolidated 
without objection and eventually obtained Michigan Consolidated’s consent to a 
partial payment on December 31, 1955, we have no objection to this procedure. 
On the other hand, Michigan Consolidated was entitled to reject the tenders of 
July 9, 1954, and December 31, 1954, not only for the reasons found by the 
presiding examiner that they purported to represent principal alone, but they 
were only partial refunds which the customer might reject in any case. 

In affirming the presiding examiner with respect to his requirement that each 
partial payment represent both principal and interest on that principal, we 
are adopting a rule which is consistent with our previous orders* and will do 
substantial justice in this situation. We recognize that in so doing that we 
are departing on the one hand from the rule advocated by the staff, that any 
prepayment must first go to satisfy all outstanding interest, and any remaining 
amount may then be applied to the principal owed by Panhandle, and on the 
other hand from the contention of Panhandle that each partial payment must 
be considered principal alone. In this way when Panhandle made a voluntary 
payment it would reduce the principal it owed, but we would be requiring such 
principal to carry with it that part of the interest applicable to it. 

In reaching this result, we do not believe that it is relevant that the partial 
payments that were accepted might have resulted in an implied agreement among 
ordinary debtors and creditors that the payments were to consist wholly of 
principal, for these payments, and the manner of making them, are subject to 
our regulatory control under the Natural Gas Act. Furthermore, the principal 
amounts to be refunded arose initially from payments for natural gas made by 
consumers, so that we do not feel there is justification in our permitting the 
consumers to be bound by the effect of implied contracts made by their distrib- 
utors. If Panhandle chose to make partial payments before the day for final 
settlement under our order of February 24, 1956, it should not be permitted 
to impair the interests of its distributing companies, which although they may 
have accepted the payments, presumably accepted them subject to continuing 
regulation, or impair the interests of consumers, who generally are not in a 
position to preserve their interests. By requiring that when Panhandle made 


2 Our order of March 5, 1952, provided that Panhandle should “refund to those entitled 
thereto any portion of the increased rates and charges made effective as of February 20, 
1952, found by the Commission in this proceeding not justified, with interest at the rate 
of 6% per annum from the date of payment to Panhandle until refunded.” The Feb- 
ruary 24, 1956, order provided for payment “together with interest at the rate of 6 
percent per annum from the respective dates of receipt by Panhandle of such excess amounts 
in the refund period to the date of refund, less such amounts Panhandle has already 
refunded.” 
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a partial payment such payment should represent both principal and interest 
on that principal up to date, we believe we have succeeded in protecting such 
interests. 

There will be no difficulty in carrying out the required computation. All 
of the payments that Panhandle has made, July 9, 1954, December 3, 1954, 
December 31, 1955, and March 19, 1956, occurred after the end of the refund 
period. Each payment, as actually made to each customer, should be divided 
into principal and simple interest thereon at 6% per annum in the same pro- 
portion that principal and interest have accumulated up to the date of payment, 
less the principal and interest attributable to prior payments, if any. Under this 
method of computing the principal and interest components of the payments 
already made, there will remain for Panhandle’s customers unpaid principal and 
interest thereon as of March 30, 1956, and this should be paid off with interest 
accrued to the date of payment in accordance with the provisions of this order. 
When this method is followed, the contention made by Michigan Consolidated 
that Panhandle must pay interest on the amount of $319,055.50, representing 
unpaid interest according to Michigan Consolidated’s computations as of March 
19, 1956, up to the date of payment, will no longer be applicable. 

With respect to Central West, to which no refunds were made, but for which 
the presiding examiner has found a principal amount in overcharges of 
$60,906.07, interest would continue to be computed as the presiding examiner 
has done, from the months when it was accumulated down to the date of 
payment. 

Allowance for income tag savings—In our orders of December 30, 1955, and 
February 24, 1956, we contemplated that the question of whether Panhandle’s 
tax savings resulting from the payment of interest on amounts refunded should 
be passed on to its customers, could be settled in the subsequent docket No. 
G-—2506, for we believed that the actual saving would, in all likelihood, occur in 
the refund period of that docket commencing January 1, 1955. However, we 
now find that for the year 1954, Panhandle deducted the full amount of the 
refunds made during that year plus the amount of interest that was applicable 
to such refunds; that is, $16,512,000 for principal and the amount of $1,815,542 
for interest. Whether the tax savings resulting from the interest deductions 
for the year 1954 shall inure to the benefit of Panhandle’s customers must thus 
be settled in this proceeding. 

We believe that Panhandle should retain the benefit of any tax savings 
associated with the payment of interest on the amounts to be refunded. When 
Panhandle credits its customers with interest at 6% it has fully discharged 
its obligation as the Commission’s orders, such as that of February 24, 1956, 
require no more than the payment of the principal amount “together with in- 
terest at the rate of 6% per annum.” Furthermore, it has been Panhandle’s 
obligation to be prepared to refund the difference between the amounts col- 
lected and the amounts determined from the application of the Commission’s 
rates prescribed for the refund period. Because of this burden on Panhandle, 
it is equitable that the attendant benefit of any tax savings also inure to 
it and not be passed along in the refunds to its customers. Moreover, if we 
had been establishing Panhandle’s rates for the future instead of for a past 
refund period, interest at the rate of 6% on any customer refunds, paid or 
payable, would not be included with interest payable on bonds or other fixed 
payment obligations in our consideration of a proper rate of return and, likewise, 
the tax credit for such refund interest would not be considered in computing 
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income taxes based upon the return we allowed. In this proceeding it is appro- 
priate for us to exclude from consideration in the same manner the tax saving, 
as well as the interest payments, in determining rates for a past period for the 
purpose of computing the appropriate refund. 


The Commission further finds: 


(1) Panhandle Eastern Pipe Line Company, a Delaware corporation having 
its principal office in Kansas City, Missouri, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as the Commission has heretofore found. 

(2) Panhandle’s sales of gas during the refund period from February 20, 
1952, to April 30, 1954, to Central West, Texas Gas, Michigan Consolidated and 
all other customers listed by Panhandle in its statement relating to amounts 
refunded filed April 4, 1956, pursuant to paragraph (D) of the Commission’s 
order issued February 24, 1956, 15 F. P. C. 1156, in these proceedings, are sales 
of natural gas in interstate commerce for resale for ultimate public consumption 
within the meaning of the Natural Gas Act. 

(8) It is appropriate in the administration of the Natural Gas Act that 
Panhandle, for the purposes of this refund proceeding, be permitted to deduct 
from the principal of the refund due Texas Gas in accordance with the Com- 
mission’s orders of December 30, 1955, and February 24, 1956, the amount of 
$40,520, allegedly representing charges for unauthorized overrun deliveries of 
gas under the provisions of paragraph 6.1 of its Rate Schedule LS-1. 

(4) Related to a winter contract demand of 5,540 Mcf, equitable summer 
contract demands for the service by Panhandle to Central West during the 
refund period are: 
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(5) Recomputed on the basis of a winter contract demand of 5,540 Mcf and 
summer contract demands as they appear in Finding (4), Panhandle’s billing 
to Central West for the entire refund period should have been $73,170.30, in- 
cluding $12,264.23 in interest to and including September 30, 1956. 

(6) The refusal by Michigan Consolidated to accept Panhandle’s tender of 
the proposed refunds of July 9, and December 3, 1954, as partial payments of 
principal alone without accompanying tenders of interest was justified and 
proper, but Panhandle was justified in making partial refunds to Michigan 
Consolidated on December 31, 1955, and to its other customers on July 9, 1954, 
December 3, 1954, and December 31, 1955, as these payments were accepted by 
its customers. 

(7) Panhandle has failed within the meaning of paragraph (F) of the Com- 
mission’s order of February 24, 1956, to justify the principal and interest pay- 
ments to its customers, including Michigan Consolidated. 

(8) Panhandle should compute the principal and interest component of each 
refund payment to each customer by dividing such payment in the same pro- 
portion that principal and interest have accumulated up to the date of payment 
for each customer, less the principal and interest attributable to prior payments, 
if any. 

(9) With respect to income tax savings for the taxable year 1954, resulting 
from the payment of interest on the excess charges refunded as ordered herein, 
Panhandle has justified its failure to add such savings to the amounts to be 
refunded to its customers. 
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(10) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that the findings of the presiding examiner in his initial decision, issued 
October 12, 1956, be adopted as the findings of the Commission except where in- 
consistent with the findings made herein, that the initial decision be modified, 
as herein ordered, to express the views of the Commission set forth above, and 
that the initial decision be affirmed as the decision of the Commission as of the 
date of issuance of this order except where inconsistent with this order. 

(11) It is appropriate in the administration of the Natural Gas Act that the 
exceptions filed by the County of Wayne and Texas Gas be accepted although 
filed after the time permitted by the rules, as extended, had expired. 

(12) It is appropriate in the administration of the Natural Gas Act that the 
motions for oral argument on the part of Michigan Consolidated, City of Detroit 
and County of Wayne be denied. 

(13) To the extent that the exceptions above referred to are inconsistent 
with the Commission’s order herein, they should be denied. 


The Commission orders: 


(A) Within 30 days from the date of issuance of this order, Panhandle shall 
refund to Central West the sum of $73,170.30 plus such additional interest as 
may have accrued between September 30, 1956, and the date of payment, upon 
the basis of Finding (5) above. 

(B) Within 30 days from the date of issuance of this order, Panhandle shall 
recompute and refund to its customers other than Central West, but including 
Michigan Consolidated, subject to the jurisdiction of this Commission, the prin- 
cipal and interest payments remaining due to such customers after computing 
the principal and interest components of payments already made in accordance 
with Finding (8) above. 

(C) Within 45 days from the date of the issuance of this order, Panhandle 
shall report to the Commission in writing and under oath and transmit copies 
thereof to all state regulatory commissions having jurisdiction in the areas 
served by Panhandle’s utility distributing customers and to parties to these 
proceedings, the details of its calculations resulting in the refunds ordered in 
Paragraphs (A) and (B). 

(D) The initial decision of the presiding examiner issued on October 12, 1956, 
is hereby modified in accordance with the views of the Commission and the 
ordering paragraphs above, as so modified, is affirmed and shall become effective 
as the decision of the Commission as of the date of issuance of this order. 

(E) The exceptions filed by the County of Wayne and Texas Gas are accepted 
in accordance with Finding (11) above. 

(F) The motions for oral argument by Michigan Consolidated, City of Detroit 
and County of Wayne are denied. 

(G) Exceptions filed with respect to the initial decision of the presiding ex- 
aminer which are inconsistent with our action herein are denied. 

Commissioners Digby and Kline concurring in part and dissenting in part. 


Dicsy and KLINE, Commissioners, concurring in part and dissenting in part. 


We concur in the foregoing order with one exception. It is our view that 
the partial payments should be applied to principal alone, as specified in the 
tenders of payment, and to which only one customer out of forty-nine raises 
any objection. Six per cent. interest on the original amount and the balance 
after each payment has been paid and accepted. 























































174 FEDERAL POWER COMMISSION 


SUN OIL COMPANY, DOCKET No. G-8288; E. J. HUDSON, ET AL., DOCKET 
No. G-4335; MARACAIBO OIL EXPLORATION CORPORATION, DOCKET 
No. G-6279; SOHIO PETROLEUM COMPANY, DOCKET No. G-8488 


UPON APPLICATIONS FOR INCREASES IN RATES 
Issued September 11, 1956* 
Syllabus 


1. Commission has the duty under Section 4 of the Natural Gas Act to review 
those changed rates agreed to between the parties to determine whether 
they conform to the standards laid down in the Act. P. 192. 

. Commission finds no showing on the record either of revenue requirements 
or that the increased rates are no higher than necessary to promote explora- 
tion for and development of gas supplies while, at the same time, providing 
the protection to the ultimate consumer contemplated by the Act. P. 193. 

8. Commission grants the motion to dismiss this rate proceeding and orders the 

companies to make refunds to their customers of the amounts collected 
under bond. P. 195. 


Martin A. Row, Herf M. Weinert, and Robert E. May for Sun Oil Co. 

George W. Hazlett, Diron Morgan, and Robert E. May for Sohio Petroleum Co. 

Jerome M. Alper and Clyde E. Love for Maracaibo Oil Exploration Co. and 
E. J. Hudson, et al. 

Louis L. DaPra, Lambert McAllister, and Luke R. Lamb for the staff of the 
Federal Power Commission. 

Law, Presiding Examiner: On April 30, 1948, Sun Oil Co., (hereinafter re- 
ferred to as Sun), Sohio Petroleum Co. (hereinafter referred to as Sohio), 
Maracaibo Oil Exploration Corp., (hereinafter referred to as Maracaibo), E. J. 
Hudson and Alfred Williams and Associates (hereinafter referred to as Hudson), 
together with other parties then having oil and gas production in the Egan Field, 
Acadia Parish, Louisiana, entered into an agreement with Transcontinental Gas 
Pipeline Co., Inc. (Transcontinental) for the sale of natural gas to Transcon- 
tinental which was then acquiring natural gas for its gas transmission pipeline 
system having an initial proposed capacity of approximately 375 M. m. c. f. per day. 
The contract quantity of gas to be taken from the Egan Field was set at 25 
M. m. c. f. per day with a provision that if the design be increased the seller 
(including all of the producers signing the contract) should have the right to 
furnish the same percentage of such increased requirements of Transcontinental’s 
system. Subsequently the daily contract quantity was increased to 31.7 M. m. c. f. 
per day by a further agreement of November 21, 1950. 

The several applicants here filed the said Egan Field contract of April 30, 
1948 with the Federal Power Commission as rate schedules on various dates in 
the latter part of 1954—Maracaibo on September 24—Hudson on September 19— 
Sohio on November 26 and Sun on November 30. 

These rate filings were original filings by the various independent producers 
involved, made by such independent producers subsequent to the decision of the 
U. S. Supreme Court in the Phillips Case... Amendments filed as supplements 


i) 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued February 6, 1957, infra, p. 191. 
1 Phillips Petroleum Co. v. State of Wisconsin et al, 347 U. S. 672. 
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include the increase in volumes provided for in an amendatory contract of 
November 21, 1950 in each case and include other modifications and clarifications, 
some of which relate only to specific companies and are generally matters of 
billing detail or description of added sands or acreage. As of their various 
filing dates, the rate schedules as then supplemented, provided for a price of 
9.79715¢ per Mcf, which price included reimbursement by Transcontinental to the 
sellers of a 1¢ gathering tax of the state of Louisiana. These contracts and 
supplements appear in the Commission rate files as Sun’s FPC Gas Rate Schedule 
No. 44 and Supplements 1 thru 16, Sohio’s FPC Gas Rate Schedule No. 26 and 
Supplements 1 thru 17, Hudson’s FPC Gas Rate Schedule No. 3 and Supplements 
1 to 6 inclusive and Maracaibo’s FPC Gas Rate Schedule No. 1 and Supplements 
1 to 12 inclusive. 

This basic contract of April 30, 1948 was also filed with this Commission as a 
rate schedule on November 26, 1954 by Sunray-Mid Continent Oil Co., an inter- 
venor in these proceedings (hereinafter referred to as Sunray). The contract 
and amendments thereto, as filed by Sunray, appeal in the Commission’s rate 
files as Sunray’s F. P. C. Gas Rate Schedule No. 13 and Supplements 1 through 
8 thereto, there being two supplements to Supplement No. 8 included therewith. 

The basic contract provided in article VIII that it should be subject to all 
present and future laws and valid orders, rules and regulations of any regulatory 
Commission having jurisdiction. It also contained, among the price provisions in 
article VIII, a provision that if during the term of the contract Transcontinental 
should purchase gas from any other seller for a term equal at least to the 
unexpired term of the April 30, 1948 contract, within that portion of the state of 
Louisiana south of the line along the north boundary of Beauregard, Allen, 
Evangeline, St. Landry, Iberville and West Baton Rouge Parishes and West or 
South of the Mississippi River, sometimes referred to as the “contract pricing 
area”, (and hereinafter so described) at a price, or under any other terms of 
provisions affecting or having a bearing on the price, more favorable to such 
seller than contained in the said April 30, 1948, contract, then Transcontinental 
would, during the period of such more favorable price, increase the price to the 
sellers therein by the difference between such more favorable price and the price 
provided for in the said April 30, 1948; contract. 

On September 19, 1954 Hudson (consisting of E. J. Hudson, John Baird, 
Donald H. Loomis, Issador Sack, and Alfred J. Williams) filed an application for 
a change in rate schedules from the former price of 8.79715 cents per Mcf plus 1 
cent reimbursement for Louisiana state tax being paid by Transcontinental to 
Hudson for gas from the Egan field to 16 cents plus 1 cent tax reimbursement, 
said proposed change to become effective November 1, 1954, and being based upon 
an increased price for gas being paid by Transcontinental to Union Oil Co., of 
California (hereinafter called Union), for natural gas produced from several 
fields in Vermilion Parish, Louisiana. Vermilion Parish is one of the parishes in- 
cluded in the “contract pricing area” heretofore described. On October 29, 
1954, the Commission issued an order suspending the proposed changes in rates 
filed by Hudson. The proposed increased rates were subsequently by Commission 
order, made effective under bond. On May 27, 1955 a further order was issued, 
fixing a date of hearing and specifying procedure in the said matter of Hudson, 
being Docket No. G—4335. 

On November 19, 1954 Maracaibo filed an application for change in rate sched- 
ules similar to that theretofore filed by Hudson, and based upon the same sale 
to Transcontinental by Union. Union’s rate was renegotiated and had been 
suspended October 29, 1954. Maracaibo’s proposed rate increase was suspended 
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by Commission order issued December 20, 1954 and by order issued March 15, 
1955, Maracaibo was authorized to collect the increased price upon filing of a 
bond to assure refund in event of an unfavorable decision of the Commission 
upon the proposed increase. By order issued May 27, 1955, this proceeding 
(Docket No. G-6279) was set for hearing and procedure was specified. 

On March 18, 1955, Sohio filed a proposed increase and rate schedule from 
8.79715 cents per Mcf plus 1 cent tax reimbursement to 16 cents plus 1 cent for 
tax reimbursement. Sohio based its proposed increase upon a proposed sale 
by Roy Lee, Trustee for Hassie Hunt Trust Estate (hereinafter referred to as 
Hassie Hunt Trust). 

The contract of Hassie Hunt Trust provided for a minimum volume of 3.5 
M. m. c. f. and a maximum of 5 M. m. c. f. prior to May 1, 1955, and a minimum 
of 8.25 M. m. ce. f. and a maximum of 11.5 M. m. ce. f. per day beginning May 1, 
1955. Hassie Hunt Trust on March 21, 1955, filed with the Commission a proposed 
amendment to its rate schedule No. 3 providing for deliveries of gas from the 
Maxie Field, in Acadia Parish, Louisiana, to Transcontinental by which pro- 
posed amendment (rejected however by the Commission) Hassie Hunt Trust 
proposed to deliver to Transcontinental (beginning on May 1, 1955) certain gas 
which it had previously been delivering to Louisiana Natural Gas Corp. (herein- 
after referred to as Louisiana). The amendment (which was offered and re- 
jected) did not propose any increase in gas volumes to be sold by Hassie Hunt 
Trust to Trancontinental from the Maxie Field, over and above the 8.25 minimum 
and 11.5 maximum (which by the terms of original contract were to become 
the minimum and maximum on May 1, 1955; the identical date proposed by 
Hassie Hunt Trust for transferral to Transcontinental of the gas theretofore 
being delivered to Louisiana). 

A proceeding is now pending to determine this Commission’s right to reject 
the filing of the document in question, which Hassie Hunt Trust refers to as an 
initial rate schedule for sale of additional gas to Transcontinental from the Maxie 
Field. The rejected proposed filing by Hassie Hunt Trust purports to dedicate 
to Transcontinental all gas produced from a considerable acreage in the Maxie 
Field, except gas theretofore being produced from two wells and delivered to 
Transcontinental to Hassie Hunt Trust, F. P. C. Gas Rate Schedule No. 3. The 
Commission rejected the filing as being, in fact, a proposed abandonment of 
service to Louisiana and not containing any allegations of essential facts to justify 
such abandonment as required under Section 7 (b) of the Natural Gas Act. 

Sohio’s proposed Supplement was suspended by order issued February 18, 1955, 
in Docket No. G-8488 and was subsequently made effective upon filing of bond 
by order of May 27, 1955. The proceeding in Docket No. G-—8488 was set for 
hearing, and procedure was specified by another order issued May 27, 1955. 

Sun filed a “change in rate” for its sale of Egan Field gas to Transcontinental 
December 29, 1954, stating as the reason for such increase, the sale by Hassie 
Hunt Trust to Transcontinental of gas from the Maxie Field of Acadia Parish 
under which deliveries began on or about December 16, 1954, Sun alleging that 
by reason of such sale by Hassie Hunt Trust to Transcontinental, Sun was 
entitled to automatic escalation of its rate from a total of 9.79715 including 
tax to 17 cents including tax. Sun’s proposed change in rates was suspended 
by order of January 28, 1955, and made effective upon bond by a subsequent 
order. On May 27, 1955, an order of the Commission was issued fixing the date 
of hearing in the matter of Sun Oil Co., Docket No. G—8288. 

By virtue of various notices of the Secretary, the Sun, Hudson, and Maracaibo 
proceedings were consolidated and continued from time to time. On August 5, 
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1955, the Commission adopted an order consolidating with the Sun, Hudson, 
and Maracaibo cases that of Sohio, and providing that the public hearing on the 
four consolidated cases should begin September 7, 1955, at Washington, D. C. 
Various motions for continuance and for further consolidation were rejected and 
after a short continuance the hearing in these matters began Monday, September 
12, 1955, and continued thru Friday, September 16, when a recess was taken 
subject to call of the presiding officer or the Commission. A motion to dismiss 
the proceedings for lack of substantial evidence (made prior to the recess taken 
September 16) was considered by the Commission, which issued an order 
October 24, 1955, referring the matter back to the Presiding Examiner with 
instructions to reconvene the proceedings on November 28, 1955. 

The hearing reconvened on November 28, 1955, continuing through Monday, 
December 5, 1955 when it was recessed to January 9, 1956, being concluded 
January 10, 1956. During the interim a further motion to dismiss was con- 
sidered by the Commission and it was determined that the Commission would 
take no further action upon the motion until it had before it the initial decision 
of the Presiding Examiner upon the proceedings and relevant motions. 

On March 16, Sohio filed a motion to rescind the suspension, to release Sohio 
from the obligation of its corporate undertaking and to terminate the proceed- 
ings in Docket No. G—8488, basing said motion upon Sohio’s interpretation of 
the decisions of the U. S. Supreme Court in the matters of United Gas Pipeline 
Co. v. Mobile Gas Service Corp., 350 U. S. 332 and Federal Power Commission v. 
Sierra Pacifie Power Co., 350 U. 8. 348, under which Sohio alleges that suspen- 
sion of the proposed increases is in violation of the contract rights of Sohio. 
On the same day, March 16, 1956, Hudson and Maracaibo each filed a “Plea to 
Jurisdiction,” which were in fact motions to vacate the suspension order and 
to dismiss the proceedings. These motions, like the motion of Sohio, were based 
upon a theory that the Mobile and Sierra Pacific decisions of the Supreme Court 
voided any claimed authority of this Commission to suspend rates provided for 
in the contract and that the escalation clause was an essential part of the rates 
as provided for in the contract. 

Sun did not file a similar motion to terminate, on March 16, but did file such 
a motion May 24, 1956, stating that the reason for not filing earlier was be- 
cause of its pending appeal to the U. S. Supreme Court of Appeals for the 5th 
Circuit from the Commission’s order of October 24, 1955 postponing action on 
the motion to dismiss and referring the proceedings back to the presiding offi- 
cer. In the meantime, the Court had ruled that Sun had not exhausted its 
administrative remedy and there was nothing that could then be considered by 
the Court. 

There are now before the Presiding Examiner for consideration in addition 
to the primary proceeding in each of the four cases, a motion or motions to 
dismiss the applications for rate increases, made by the Staff and by various 
intervenors and the four motions to rescind the suspension and terminate the 
proceedings, which motions were filed by the several applicants for rate in- 
creases, and which are described supra. 

The Public Service Commission of New York (New York) filed notices of 
intervention in these proceedings prior to the beginning of the hearing sessions. 
Petitions in intervention were filed by United Gas Improvement Co. (UGI) and 
Philadelphia Electric Co., (Philadelphia) both of whom are customers of Trans- 
continental in the Philadelphia area, by Public Service Electric and Gas Co., 
serving various New Jersey communities and by Consolidated Edison Co., of 
New York, Inc. (Consolidated), Kings County Gas Co. (Kings), Long Island 
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Lighting Co. (Long Island), and Brooklyn Union Gas Co. (Brooklyn), all public 
utility customers of Transcontinental in the New York City area. Each of these 
seven customers was granted intervention by this Commission and participated 
in the proceedings, opposing approval of the proposed rate increases. 

Sunray, whose filing of the April 30, 1948 contract as a rate schedule has been 
heretofore noted, filed an application on December 9, 1954 to increase its rates 
to Transcontinental from the Egan Field to 17¢ and subsequently (after notice 
of the consolidated hearing in these four proceedings had been given) asked 
that its application (Docket No. G-6822) be consolidated with the instant pro- 
ceedings for hearing because of alleged common interest of Sunray and the 
four applicants. The Commission denied Sunray’s motion for consolidation by 
order issued September 8, 1955, but did (by order issued September 23, 1955) 
grant Sunray’s petition to intervene and thereby ratified the action of the Pre- 
siding Examiner in permitting Sunray to participate as an intervenor, in support 
of the proposed rate increases of Sun, Sohio, Maracaibo, and Hudson. 


DISCUSSION OF THE JURISDICTIONAL MOTIONS 


The applicants’ motions to vacate the suspension orders and terminate the 
proceedings, to disclaim jurisdiction of the proposed price changes and to relieve 
the various applicants of liability on their corporate undertakings to refund, 
are motions based solely upon legal arguments and can be disposed of before 
describing the evidence which was presented in these proceedings. The clearest 
of these motions is that of Sun. However, Sun’s motion does not state any 
reasons which can be found to support the said motion. 

All of the motions assume that the sellers of gas under the contract of April 
30, 1948 had an absolute right at that time to contract for the sale of their gas 
in any manner in which they saw fit. This theory ignores entirely the fact 
that the court’s decision in the Phillips Case (if it means anything at all) 
clearly holds that independent producers have been subject to the provisions 
of the Natural Gas Act, relating to rates for sale of gas for resale in interstate 
commerce, since the effective date of the Natural Gas Act which was approved 
June 21, 1938. Courts have no powers of legislation under our system of govern- 
ment, but state what the law is and (where a statute governs) carry out the 
legislative mandate. 

The basic contract, upon which the applicants rely and which contains the 
so-called favored nations provision to the effect that Transcontinental must pay, 
to the sellers signing the contract, the highest price which it is paying (at any 
time during the life of the contract) to any other seller for gas in an area 
(sometimes called the “Contract Pricing Area”) comprising practically all of 
the southern portion of the state of Louisiana, also contains another provision 
to the effect that the contract is being made in the light of and subject to the 
authority of all Governmental agencies having the right and power to regulate 
the subject matter of the said contract. The provision which recognizes the 
authority of regulatory agencies is of equal validity, at least, with the “favored 
nations clause”. 

An escape clause purports to give an option to the seller to cancel the re- 
maining term of the contract, or (in the alternative) to reduce the volumes named 
in the contract for the remainder of the contract-period if the contract-price is 
reduced by any court or regulatory agency or if jurisdiction of the transaction 
in question is asserted by the Federal Power Commission or any successor 
thereof. The escape clause is as follows: 
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If, however, the price for gas which SELLER is obligated to receive here- 
under or which BUYER is obligated to pay hereunder is reduced by order 
of any court or governmental regulatory authority, federal or state, or should 
the Federal Power Commission or any successor board or Commission which 
takes over the functions of said Federal Power Commission extend or 
assert its jurisdiction in any manner to the production and gathering of 
gas for delivery under this contract, or to the purchase and sale of gas, or 
to any such acts, then at any time thereafter SELLER shall have the right, 
at its option, by written notice to BUYER, to terminate this agreement, 
or, at SELLER’S option, to alter the terms of this agreement by written 
notice to BUYER, to the extent that all obligations of the parties hereto 
to sell, deliver, receive or purchase or pay for the gas shall be reduced so 
that SELLER shall be obligated to sell and deliver to BUYER, and BUYER 
shall be obligated to receive and pay for, one million (1,000,000) cubic feet 
of gas per day thereafter; and failure in any instance to exercise any such 
option shall not constitute a waiver thereof. 


Contracts of natural gas companies subject to the jurisdiction of this Com- 
mission which provide for automatic “favored nation” increases, must yield to 
the authority of regulation, just as the contract provision for a decrease if a 
lower rate given another customer was found to be ineffective in Mississippi 
Power and Light Co. v. Memphis Natural Gas Co. (1947).2 There a contract 
provision agreed to in 1929 (some nine years before passage of the Natural Gas 
Act) was voided as being inconsistent with regulation by this Commission. The 
present case would be even stronger, since the Phillips decision relates back 
to the passage of the Natural Gas Act and contracts subsequently entered into 
by natural-gas companies (including such of those companies as are independent 
producers), must be held to have been made subject to Commission authority 
and in contemplation thereof. 

The recent decision of the Supreme Court in the Mobile* and Sierra Pacific * 
cases are not applicable or controlling here. To say that these decisions could 
even be extended to fired and known future increases in rates or charges, such 
as a timed escalation clause provides, is going well beyond any present decision 
of the court. An attempt to classify an increase such as is here claimed (alleged 
to result automatically from a future act not determined but only a mere possi- 
bility at the time of making of the original contract) as foreseen and provided 
for in the contract goes one step further into the nebulous and uncertain realm 
of doubt. In an industry which has been regulated since June 21, 1938, by 
this Commission, not merely since the date of the Phillips decision,® as the pro- 
ponents of the proposed rate increases appear to believe, this could destroy any 
semblance of rate stability and result in hopeless confusion. 

For the various reasons heretofore stated, it does not appear that the several 
motions to vacate the suspension orders and terminate the proceedings, to dis- 
claim Commission jurisdiction of the proposed price changes or to relieve appli- 
eants of liability on their corporate undertakings to refund are justified in 
law upon the basis of the Supreme Court decisions in the Mobile Gas and Sierra 
Pacific cases. The said motions are accordingly hereinafter denied. 


2162 Fed. (2nd) 388 @ 390, Cert. denied 332 U. S. 770. 
3 United Gas Pipeline Co. v. Mobile Gas Service Corp., et al., Nos. 17 and 81, Oct. Term 
1955, February 27, 1956. 
Federal Power Commission v. Sierra Pacific Power N Pacific Gas and Electric Co. v. 
Sierra Pacific Co., Nos. 51 and 53, Oct. Term 1955, Feb. 27, 1956. 
5 See Note 1, supra. 
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THE EVIDENCE 


The various applicants for rate increases presented testimony of ten witnesses. 
They also put in evidence 32 exhibits and several dozen items by reference. The 
exhibits include studies of comparative fuel costs, maps, records of production 
and reserves, and lists showing most of the major contracts entered into since 
May 1952 in southern Louisiana. While such contracts have been referred to 
by the applicants as “current contracts”, the term “current” as used by them 
relates only to the dates of the contracts and has no relation to the time of deliv- 
ery of gas under the contracts. No attempt was made to list contracts under 
which deliveries are now being made, but which were entered into prior to the 
applicants’ self-determined cut-off date. The items by reference include the 
applications for certificates of the four applicants and Sunray for the current Egan 
Field sales and a field map with detail of field gas facilities filed in Docket No. 
G-8288 by Sun. The items by reference also include the proposed rate amend- 
ments suspended by the Commission and forming the basis of the present 
proceedings, as well as the Federal Power Commission Gas Rate Schedules which 
the said amendments propose to change. 

The applicants also placed in evidence gas sales contracts made subsequent 
to May 1952, (which witness stated to be comparable to the Egan Field con- 
tract of April 30, 1948) covering sales of natural gas from the southern portion 
of the state of Louisiana aforesaid, which the applicants and Transcontinental 
call the southern Louisiana “contract pricing area”. A number of other con- 
tracts which the applicants and their witnesses claim not to be comparable to 
the April 30, 1948 contract in question, were offered in evidence by the applicants 
as items by reference but were rejected by the Presiding Examiner, since upon 
the face of the record they had been stated to be noncomparable, and therefore 
could not be considered as pertinent in the absence of evidence from some other 
source that they constitute relevant evidence in these proceedings. 

The various distributor-company intervenors placed in evidence their service 
contracts with Transcontinental as a means of showing on the record the justi- 
fication for their intervention. Request was also made that notice be taken 
of various Commission orders which one or more of the parties considered 
pertinent to these proceedings. Among the contracts placed in evidence by 
reference were the Union Oil and Hassie Hunt Trust contracts which the various 
applicants for rate increases have looked to as justification of the proposed 
increases, and as “triggering” the escalation clause contained in the April 30, 
1948 contract which is the basic rate filing of each of the four applicants here. 

Three witnesses, two of whom were employees of Sun and one an employee 
of Sohio, described their studies of Commission files and other sources for con- 
tracts made subsequent to May 1952. These contracts are for sale of gas from 
various fields throughout the many parishes which form the “contract pricing 
area”, described in the escalation clause of the April 30, 1948 contract for sale 
of gas from the Egan Field. Some of these contracts are for sales from fields 
more than a hundred miles from the Egan Field or Acadia Parish. Other con- 
tracts provide for deliveries to pipe line companies at points considerably distant 
from the fields where the gas is produced. Still other contracts are for sale 
of gas by a seller, which does not produce the gas, but buys it and moves it 
to a point convenient to the pipe line. In at least one such case, the transporter 
of the gas receives between three and four cents per Mcf for moving the gas 
from a less accessible location to a point where the pipe line company can 
conveniently receive it. 

One witness (brought in after the presiding officer had called attention to the 
absence of support for such geographical exhibits as were offered) described 
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the manner of preparation of maps showing the location of various fields from 
which natural gas was contracted to interstate pipeline companies or other 
buyers on or after May, 1952. While location of the fields was shown by approxi- 
mation, no testimony was offered to show their relative accessibility to inter- 
state or other pipelines. The only showing of pipeline facilities which was pre- 
sented was an Oil and Gas Map of Louisiana, published by the Louisiana De- 
partment of Conservation and dated August, 1953. There is no testimony to 
indicate that this map accurately describes the gas pipelines in the “contract 
pricing area” as they existed in November, 1955, when the map was placed in 
evidence. It was offered to show the source from which a witness obtained in- 
formation as to location of fields, which he supplemented (in preparing his other 
exhibits) by other later information taken from the files of his employer. In 
fact, obsolescence of the Department of Conservation Map (Hearing Exhibit 
No. 8) is, at least, indicated by statements of the witness that “there is a 
new map that will be published but it isn’t quite ready”, and that the said 
new map “isn’t off the press”, but “will be available in the near future”. 

The only other evidence in the record as to the location of interstate or intra- 
state pipelines within the “contract pricing area” and their availability for 
transportation of natural gas from any fields within the said contract pricing 
area consisted of answers given by Mr. Roger D. Stanwood (an employee of 
Transcontinental subpenaed for another purpose by the applicants) to ques- 
tions propounded by the Presiding Examiner. These answers show that several 
pipelines pass within a very few miles of Egan Field. There is no showing as 
to possible unused capacity of any of these lines and there is no evidence 
as to comparative accessibility to pipelines of any of the gas fields outside of 
Acadia Parish which were stated by the applicants’ witnesses to be the sources 
of gas for the so-called “comparable” contracts, which were placed in evidence. 

Sun and Sohio each presented a witness as to what was contemplated by 
these respective sellers at the time of entering into the April 30, 1948 contract 
with Transcontinental. A representative of the purchasing pipe line company 
was also brought’ in as a witness under subpena. These three witnesses were 
in basic agreement as to the manner in which the contract negotiations were 
carried on. None of these witnesses attempted to show that, at the time of 
the negotiations, either Transcontinental or the sellers had any reason to 
anticipate the entrance into the Louisiana gas markets of new purchasers which 
might, within the first five years of gas deliveries (these deliveries began late in 
1950), result in an increase of some 65 percent in the going price of newly con- 
tracted gas available to any purchasers. 

The proponents of the proposed rate increase also presented the Louisiana 
Conservation Commissioner as a witness. He stated the policy of the Com- 
mission (a one-man body) to encourage production by encouraging the mainte- 
nance of high field-pieces where possible, as well as the Commission’s belief that 
gas sale prices should be based on unlimited freedom to contract. 

Counsel for Maracaibo and Hudson called Dr. Richard Charles Henshaw, Jr., 
a statistician for the Bureau of Business Research and Assistant Professor of 
Business Statistics, both at the University of Texas. He listed certain books and 
papers of which he was either author or co-author, and which relate to the 
natural gas industry which he stated he had studied since 1950. Dr. Henshaw 
was responsible for the preparation of a number of exhibits dealing with the 
production and marketing of natural gas, which exhibits utilized material 
from industry sources. Among other matters included in such exhibits, were 
comparisons of cost in various localities and various markets between natural 
gas and other fuels with which such gas might be in competition for such 

506455—59——_14 
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markets. He stated that the price of gas exhibited very marked stability during 
the postwar period and up to about 1952, when natural gas prices moved sub- 
stantially upward. He also stated that the increase in marketed production 
and the increase in known gas reserves paralleled each other after 1947 and 
until 1952 or later. 

Questioned as to the importance of the accessibility of natural gas to a 
market, Dr. Henshaw stated that where there was an effective market for 
natural gas, such natural gas has historically commanded a higher price than 
in the large production areas which contain a relatively small fraction of the 
total market. Dr. Henshaw, in answer to a question as to what effect a dis- 
allowance of the proposed price of 16¢ in the present instance might have on 
future supplies of gas available to interstate pipelines, stated that it would 
in his opinion have an adverse effect but made no assumption as to any specific 
reduction under the 16¢ price, merely stating “any significant decrease below 
16¢ would have that effect.” There is no evidence in the record that Dr. Hen- 
shaw had acted as an advisor to any investors in oil or gas production or had 
any practical experience in the marketing of natural gas. 

Dr. Henshaw stated that there had, since 1946, been less gas discovered relative 
to the total number of wells drilled than prior to that time. He stated that did 
not necessarily mean that there had been more dry holes, but that, in relation to 
the total number of exploratory wells and wells drilled for development purposes, 
there had been less gas discovered and proved up. Figures supplied by the 
witness for the years from 1946 to 1954 both inclusive show that, on the whole, 
there was a steady but somewhat irregular increase in the annual number of wells 
drilled. While the increase in number of wells drilled varied from a maximum 
of approximately 20 percent in 1948 to less than 3 percent in 1951 and 1952 and 
there was actually a decrease of almost 2 percent in number of wells drilled for 
the year 1949, the trend was generally upward and the number of wells drilled 
in the year 1954 was 53,930 as opposed to a total of 29,229 in 1946. The figures 
supplied by the witness were taken from the Oil and Gas Journal and include gas 
wells, oil wells, dry wells and service wells, the term service wells being under- 
stood by the witness to include water-input wells, salt water disposal wells, gas 
injection wells or any wells drilled for purposes other than production. 

On the other hand, discoveries, revisions and extensions of reserves, developed 
by additional drilling during the period from 1946 to 1954, varied from a low of 
9.6 trillion cubic feet in 1954 to 20.5 trillion cubic feet in 1953, the year imme- 
diately preceding. Nineteen forty-six additions to reserves were 17.7 trillion cubic 
feet, the second largest increase of the period. It is difficult to assume any 
relation between wells drilled and additional reserves from the figures given. 
Furthermore, all wells are classed together, without regard to depth or drilling 
cost, which we know may vary from a few thousand dollars per well in shallow 
areas to a million dollars or more for some of the deepest exploratory wells. 

Ovidence of the effect of prices upon expenditures for exploration and develop- 
ment may furnish the key to the type of regulation which is required to encourage 
gas production, but the evidence presented by Dr. Henshaw does not supply that 
key. 

Dr. Herbert Dorau, a professor of economics in the School of Commerce and the 
graduate School of Business Administration of New York University, and Chair- 
man of the Department of Public Utilities and Transportation in the first of 
these schools, was presented as a witness for Sun and Sohio. Dr. Dorau had 
previously testified in both electric and gas rate cases before this Commission. 
Dr. Dorau’s experience with the natural gas industry was attained as consultant 
for Peoples Gas Light and Coke Co. and through appearances as a witness for 
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that company before the Illinois Commerce Commission, by being a witness in the 
Natural Gas Pipeline Co. case, before this Commission, as a consultant in matters 
relating to Hope Natural Gas case, and in the industry-wide investigation held 
by the Federal Power Commission in Docket No. G—580 several years ago. He 
also made analytical studies and acted as a consultant for other gas companies, 
both distributors and interstate pipeline companies. 

Dr. Dorau stated that “the maximum social economy” would be produced by 
the regulation of independent producer prices if “the reasonable market price 
standard” was employed and that it was his considered opinion and conclusion 
“that reliance upon critically appraised price evidence will produce the maximum 
social economy, that analysis of price evidence as distinguished from cost evi- 
dence is more practical and more reliably productive of meaningful economic 
results.” He was careful to state that the competitive market price he had in 
mind should be properly competitive and critically appraised and when this was 
done it would reflect the value of the commodity and such cost as might be 
related to it. He did not, however, disclose any familarity with the methods 
used in establishing contract prices in southern Louisiana. 

Questioned as to what he meant by practical tests by which market prices 
were to be appraised, Dr. Doran stated that they first must be tested as to 
whether they are the result of free and open competition between or among qual- 
ified buyers and sellers. Also, it is necessary to know whether bargaining was 
in fact at arm’s length, whether the products for which the prices are to be 
paid are comparable or competitive, and further, whether these prices were 
produced under conditions which reflected no undue pressure or abnormal duress. 

Dr. Doran stated that “prices may not be legitimately compared without con- 
sideration of the term of years over which they are binding,” prices and terms 
not being independent variables. The witness stated that the long-term contract 
is usually required by the Federal Power Commission, and is also desirable in 
obtaining long-term commitments from prospective bond holders. Such long- 
term commitments of gas by producers is also desired by distributing companies 
buying gas from pipelines. These long-term commitments are frequently not 
advantageous to the producer and seller of natural gas or generally desired by 
him, this being especially true in a sale where extension of gas uses and general 
inflation indicate no prospect of a reversal of price trends and levels. 

The witness stated it appeared to him unreasonable and unrealistic to hold 
other provisions of the gas sales contract of a producer valid, and to assume that 
such terms would have been agreed to without the agreement of the purchaser 
to possible future price escalation. In this respect, the witness did not dis- 
tinguish between fixed term escalation provisions and the so-called “favored 
nation” escalation provisions which the applicants here seek to invoke. 


CONTENTIONS AND ARGUMENTS OF THE PARTIES 


The applicants filed a joint initial brief in which they argued that: 

A. The evidence shows that a commodity value method of regulating pro- 
ducers’ prices is in the public interest. 

B. The evidence shows that the commodity value of gas currently being 
contracted for in South Louisiana is from 17 cents to 21 cents per M. c. f. 

C. The evidence shows that the contract price of 17 cents per M. c. f. is 
just and reasonable because 

(1) Such price is in the lowest limits of the range of prices determined by 
the commodity value method. 

(2) Such price is necessary to assure the continued acquisition of supplies 
of gas. 
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(3) Such price is necessary to assure the incentive to explore, produce and 
sell supplies of gas. 

(4) Such price is less than the comparative value of competing fuels. 

(5) The increased cost of gas to the consumer is negligible. 

(6) South Louisiana gas at 17 cents per M. c. f. is the most economical 
source of supply for Transcontinental. 

(7) Such price does not exceed contract prices currently being allowed by 
the F. P. C. for actual deliveries of comparable gas. 

D. The regulation of producers’ prices by the public utility formula would 
be contrary to the public interest. 


Sunray contends that the fixing of rates is a legislative function and that the 
Commission is free to propose any method which will best serve the public in- 
terest in arriving at a “just and reasonable price”; that the Commission has no 
obligation to employ a “rate base’? method applicable to public utilities; that 
the Commission must in fact disregard the rate base method in fixing the “just 
and reasonable” price to be allowed producers because such method is unreason- 
able and not in the public interest; and that the Commission should apply the 
method which has been here proposed by the Applicants since it is reasonable and 
will best serve the public interest. 

New York contends that: 


A. Regulation is used as a substitute for competition and where so used, 
the initial “sine qua non” in the quest for just and reasonable rates is cost. 
B. The Natural Gas Act specifically contemplates that natural gas 
companies shall be regulated by reference to cost. 
UGI contends that: 


A. The Phillips case confirms the Commission’s jurisdiction of Applicants’ 
rates and requires that the consumers be protected, and that the rates here 
proposed are unreasonable. 

B. Applicants’ status as “natural gas companies” remains unchanged— 
consumers’ interest in reasonable rates is still paramount. 

C. Contentions of the Applicants are invalid and their discussions in sup- 
port thereof are fallacious. 

D. Tacit or implied approval of “favored nations” clauses in Transco 
certificate cases does not bar Commission action in these proceedings. 

E. Applicants have failed to prove the justness and reasonableness of the 
16 cents price. Staff Counsel’s motion to dismiss should be granted because: 

(1) Current field prices alone are not a valid criterion for rate 
determination. 

(2) There is no validity to the contentions that “old” gas must bring 
the same price as “new” gas to encourage exploration, production and sale, 
nor does the record show that sufficient incentive has been lacking here. 

(3) “It'll eost each consumer only a few pennies a day” is a specious 
and misleading argument which should be rejected. 

F, The Commission should not “rubber stamp” the 16 cents “favored 
nation” price here sought. 


Upon the basis of these arguments UGI concludes that the Applicants have 
failed to sustain the burden imposed upon them by the action, and that the motion 
to dismiss should be granted, the proposed increase denied, and the proceedings 
terminated. 

Philadelphia contends that the rate filings of the Applicants should be dis- 
missed and an order entered requiring the Applicants to refund to Transconti- 
nental the excess charges collected, and requiring Transcontinental to pass 
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this refund on to its customers, for the reason that the proposed rates are not 
just and reasonable and that comparative field prices are not the proper basis 
for determining price. 

Consolidated and Kings contend that the proceedings should be dismissed on 
the ground that the Applicants herein, as proponents of an order seeking to 
increase their rates for the sale of natural gas to Transcontinental Gas Pipe Line 
Corporation and having the burden of proof, failed to adduce reliable, probative 
and substantial evidence to justify such increase in rates. 

Long Island and Brooklyn contend, first, that the Commission has jurisdiction 
to disallow the rates in question and that the Applicants have been accorded 
due process. They further contend that: 


A. Proof of field or market price cannot establish that the Applicants’ 
proposed rate is just and reasonable or is the lowest reasonable rate. 

B. A. “favored nation” increase of almost 100% cannot be justified by 
economic generalities. 

©. The evidence here does not establish that the prices of natural gas 
from comparable contracts represent an acceptable standard under the 
criteria propounded by Applicants’ climax witness (meaning Dr. Dorau). 

D. The evidence is insufficient to establish that the prices of competitive 
fuels are an acceptable standard under the criteria propounded by Appli- 
cants’ climax witness. 

E. The other evidence adduced by Applicants is insufficient. 

F. Even if conventional standards of regulations are found unacceptable, 
it does not follow that capital investment, costs and revenues are irrelevant. 


They further conclude that the Applicants have failed to sustain their burden 
of proof. They have not demonstrated that their “favored nation” increase of 
almost 100 percent is just and reasonable. The proposed increase should be 
disallowed and the proceedings dismissed. 

Public Service Electric and Gas Company contends that the Commission has 
full authority under Section 4 (e) to suspend the Applicants’ rate increases and 
hold hearings thereon and that the evidence submitted by the Applicants does 
not establish the justness and reasonableness of the rates in question. 

The Staff of the Commission contends that the Applicants have failed to prove 
a need for the increased revenue which would result from the proposed rate of 
17¢ per M ec. f. (including tax) and that the said Applicants have failed to 
discharge the burden of proof required by Section 4 (e) of the Act to show that 
their proposed increase rates are just and reasonable. Upon the basis of these 
conclusions, Staff counsel asked that an order be issued disallowing the increased 
rates and charges proposed by the Applicants and terminating the proceedings. 


DISCUSSION OF THE REMAINING ISSUES 


Section 4 (a) of the Natural Gas Act provides that all rates and charges of 
natural-gas companies shall be just and reasonable. 
Section 4 (d) of the Act provides that: 


Unless the Commission otherwise orders, no change shall be made by any 
natural-gas company in any such rate, charge, classification or service, or in 
any rule, regulation, or contract relating thereto, except after thirty days 
notice to the Commission and to the public. 


The section then goes on to prescribe the method of filing and publication, 
and authorizes the Commission to grant exceptions to the thirty-day limita- 
tion and vary, in such cases, the details of filing and publication. 








186 FEDERAL POWER COMMISSION 


Section 4 (e) provides for a possible period of suspension of proposed increases 
and for a hearing thereon, as well as for collection of the proposed increased 
rates and charges under bond, if the hearing and action thereon have not been 
completed when the suspension period expires, and for refunding of the excess 
to customers, if the whole or any part of the proposed increase is refused by 
the Commission. This section also places the burden of showing that any 
increased rate or charge is just and reasonable upon the natural-gas company 
applying for the increase. 

Determination upon the four applications for increased rates and upon the 
motions to dismiss the applications must be made in the light of the above-cited 
sections of the Act. While the sections have been applied in practice for many 
years to natural-gas companies operating interstate pipeline systems, their 
application to producers of natural gas in the field, whose gas is sold at the 
well-head, at a common gathering point or at the outlet of a plant for the removal 
of gasoline and other hydrocarbons, is comparatively new, and firm precedents 
are not readily to be found. 

What constitutes sufficient proof, as required by Section 4 (e), is a question 
which may well depend upon the facts adduced in each individual case. As 
previously stated, New York contends that the Act contemplates that “cost” 
must be used as the basis of any showing of fact which can justify an increase 
in rates of charges of a natural-gas company. The Examiner finds himself 
unable to agree with this argument of the state regulatory agency. 

The earliest full and clear statement of the essential basis of a reasonable rate 
is found in Smyth v. Ames,® decided by the Supreme Court in 1898, in which 
the following language appears. 


We hold, however, that the basis of all calculations as to the reasonable- 
ness of rates to be charged by a corporation maintaining a highway under 
legislative sanction must be the fair value of the property being used by it 
for the convenience of the public. And in order to ascertain that value, the 
original cost of construction, the amount expended in permanent improve- 
ments, the amount and market value of its bonds and stock, the probable 
earning capacity of the property under particular rates prescribed by stat- 
ute, and the sum required to meet operating expenses, are all matters for 
consideration, and are to be given such weight as may be just and right in 
each case. We do not say that there may not be other matters to be re- 
garded in estimating the value of the property. What the company is en- 
titled to ask is a fair return upon the value of that which it employs for 
the public convenience. On the other hand, what the public is entitled to 
demand is that no more be exacted from it for the use of a public highway 
than the services rendered by it are reasonably worth. 


Subsequent cases have approved methods of arriving at a reasonable rate 
which varied somewhat the relative weight and effect to be given the various 
components by which fair value is to be determined. They have not, however, 
destroyed the concept of Smyth v. Ames that the company devoting property to 
a public use is entitled to a return thereon which is based upon the fair value 
of the property so devoted. 

For instance, in the case of McCardle v. Indianapolis Water Co.," decided in 
November 1926, the weight to be given to the original cost of the property de- 
voted to public use was considered and the Supreme Court said : 


®169 U. S. 466. 
7272 U.S. 400, 411 
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Undoubtedly, the reasonableness of cost of a system of waterworks, well 
planned and efficient for the public service, is good evidence of its value at 
the time of construction. And suck actual cost will continue fairly well 
to measure the amount to be attributed to the physical elements of the 
property so long as there is no change in the level of applicable prices. 


In Los Angeles Gas & Electric Corporation vy. Railroad Commission of Cali- 
fornia, et al.,° Chief Justice Hughes, delivering the opinion of the Court said: 


The weight to be given to actual cost, to historical cost, and to cost of 
reproduction new, is to be determined in the light of the facts of the par- 
ticular case. McCardle v. Indianapolis Water Co., supra. 

In determining the weight to be ascribed in the instant case to historical 
cost as shown by the evidence, the outstanding fact is that the development 
of the property had, for the most part, taken place in a recent period. 


The first rate case under the Natural Gas Act which reached the Supreme 
Court was Federal Power Commission, et al., v. Natural Gas Pipeline Company 
of America, et al. This case resulted from an investigation of the rates of 
Natural Gas Pipeline Company of America and Texoma Natural Gas Company, 
initiated by the Commission upon complaint of the Illinois Commerce Commis- 
sion and upon its own motion. The proceedings originated under Sections 5 (a) 
and 5 (b), authorizing and providing for investigation and modification of ex- 
isting rates. 

In this case, the Commission, after pointing out on page 580 that the Com- 
mission had accepted the companies’ estimates and based its decision upon the 
reproduction cost new of the physical facilities and the present value of the gas 
reserves, the Court went on to state, at p. 586: 


The Constitution does not bind rate-making bodies to the service of any 
single formula or combination of formulas. Agencies to whom this legisla- 
tive power has been delegated are free, within the ambit of their statutory 
authority, to make the pragmatic adjustments which may be called for 
by particular circumstances. Once a fair hearing has been given, proper 
findings made, and other statutory requirements satisfied, the courts can- 
not intervene in the absence of a clear showing that the limits of due proc- 
ess have been overstepped. If the Commission’s order, as applied to the 
facts before it and viewed in its entirety, produces no arbitrary result, our 
inquiry is at an end. 


In Federal Power Commission, et al., v. Hope Natural Gas Company ”™ decided 
in 1944, the Court pointed out that evidence had been received as to trended 
“original cost” and estimated reproduction cost, as well as evidence of the 
company’s actual investment in plant, but the Commission had determined that, 
in that case, “‘value”’ was to be determined upon the basis of actual legitimate 
cost. In reversing the Circuit Court of Appeals for the Fourth Circuit and re- 
instating the Commission’s order, the Court said, at page 603 : 


The conditions under which more or less might be allowed are not im- 
portant here. Nor is it important to this case to determine the various 
permissible ways in which any rate base on which the return is computed 
might be arrived at. For we are of the view that the end result in this case 
cannot be condemned under the Act as unjust from the investor or company 
viewpoint. 


§ 289 U. S. 282, 308 
*315 U. 8. 575 
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In Colorado Interstate Gas Co. v. Federal Power Commission, et al.," decided 
in 1945, the Commission had rejected estimates of “reproduction cost new less 
observed depreciation” because they were “too conjectural to have probative 
value” and adopted original cost as “the best and only reliable evidence as to 
property values.” It was argued that production costs of Canadian River Gas 
Company, one of the appellants, should not have been used in determining the 
rate base, but that such gas should be treated as a commodity and the Commis- 
sion should allow, as operating expenses, the “fair field price” or “fair market 
value, as a commodity, of the gas.” In passing upon this point, the Court 
was careful to limit its ruling to the facts and circumstances of the case before it 
and said, at p. 601 of the reported opinion: 


We do not say that the Commission lacks the authority to depart from 
the rate-base method. We only hold that the Commission is not precluded 
from using it. 


On p. 603, the Court, after discussing the effect of the exemption for produc- 
tion and gathering contained in the Act, states: 


For example, it makes it plain that the Commission has no control over 
the drilling and spacing of wells and the like. It may put other limitations 
upon the Commission. We only decide that it does not preclude the Com- 
mission from reflecting the production and gathering facilities of a natural 
gas company in the rate base and determining the reasonableness of rates 
subject to its jurisdiction. 


It is true that for a generation past there has been a growing tendency to 
base public utility rates upon original cost. This is, however, only a trend and 
has far from universal acceptance. A ‘survey of state commission practices in 
regard to rates, based upon the method of rate base determination generally 
applied, appears in a volume entitled “State Commission Jurisdiction and Regu- 
lation of Electric and Gas Utilities, 1954” and published by this Commission. 
From this survey, it appears that 23 States, the District of Columbia, Hawaii 
and Porto Rico generally use original cost as a method for rate base deter- 
minations. Nine states generally use “prudent investment”, seven use “fair 
value”, Ohio uses “reproduction cost”, Texas uses “book cost”, Maine uses “rea- 
sonable value” and four states consider all elements. Nebraska has no pre- 
scribed method and the Iowa method is not reported. In Maine, Ohio and 
four of the states using “fair value”, the method is prescribed by statute. 

The purpose for which regulatory determinations of “value” of one sort or 
another are made has also resulted in occasional variations. For instance, some 
jurisdictions have in the past, while using “fair value” or some other equivalent 
of present value for rate determination purposes, insisted that, in order to 
eliminate the possibility of “watering,” security issues be tested and limited by 
actual historical cost of the properties and facilities involved. 

This Commission is required by the controlling statute to determine the value 
of hydroelectric projects licensed and constructed by its authority, upon the basis 
of actual legitimate original cost, for the purpose of expropriation by the United 
States at or after expiration of the license period or for such rates as may be 
subject to Commission jurisdiction. No similar control over the rate deter- 
mination methods of this Commission is found in Section 206 of the Federal 
Power Act, relating to the fixing of interstate rates for electric energy, not pro- 
diuced by a Licensed Project or subject to our regulation by virtue of Part 1 
of the said Federal Power Act. Neither is any similar provision limiting this 
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Commission to “original cost” as a method of establishing a rate base to be 
found in the Natural Gas Act. If this Commission shall hereafter determine 
that the peculiar circumstances either of a changing economy or of the opera- 
tive methods of natural gas producers, who may be natural-gas companies with- 
out being operators of interstate pipelines, justifies recourse to some method 
other than original cost of determining the bases of some or all of the natural- 
gas rates subject to its jurisdiction, there is no statutory impediment to its 
adoption of such other method. 

Rates based on “original cost’ have proved generally equitable since the 
First World War because there has, during the intervening years, been an infla- 
tionary trend operating sufficiently slowly to prevent extreme distress to any 
investor or extreme windfalls to any consumer. In a period of rapid or runaway 
inflation, the investors in public utilities might quickly be wiped out by the use 
of the original cost to determine the bases of utility rates. On the other hand, 
in a period of rapid deflation, the consumer would find himself paying exorbi- 
tant rates and distributing utilities would face rapidly shrinking service lists, 
just as has frequently happened in the case of functionally outmoded utility 
Services such as the interurban electric railways, and in some cases distributors 
of manufactured gas. 

In the present case, however, the problem faced by the Applicants and which 
they have failed to meet by any substantial evidence is much more basic than 
the question of what shall be used as a rate base in these cases. They have not 
only presented no substantial evidence as to any suggested rate base, either 
determined by “original cost,” “prudent investment,” “fair value,” “reproduc- 
tion cost,” “book cost,” “reasonable value,” or any other method or combination 
of methods. They have, in addition, made no effort to show the inadequacy 
of the existing rates, based upon any of the above methods or upon any other 
rational method. 

They have proposed that regulation be accomplished by the absence of regula- 
tion and the substitution of the competitive system previously in existence in 
the Contract Pricing Area which producers and pipeline companies have hereto- 
fore established in Southern Louisiana. Their argument in support of this 
“laissez faire” method of regulation is bottomed on the theory that there is wide 
open competition for the sale of natural gas in Southern Louisiana and elsewhere 
because, among other reasons, only 43 percent of all gas reserves in the United 
States on December 31, 1954, were reported as owned by the 19 principal com- 
panies engaged in production of natural gas. A study of Exhibit 22 in the 
present case reveals, however, the interesting fact that of the said 19 principal 
producing companies, it appears that 16 companies are primarily engaged in the 
production of oil and that these 16 companies control 38.8 percent out of the 
43 percent mentioned above. The remaining three companies named in the 
Exhibit are El Paso Natural Gas Co., Panhandle Eastern Pipe Line Co. and 
Western Natural Gas Co., which controlled at the end of 1954 respectively 1.8 
percent, 1.7 percent, and 0.7 percent of the United States Natural Gas Reserves. 
It thus becomes apparent that a very large proportion of the gas reserves of the 
nation are controlled by a small group of companies which, while in competition 
with each other, have obviously a common interest in maintaining such a balance 
between the prices of natural gas and oil as will facilitate their disposal of those 
oil products that are in direct competition with natural gas in many, if not 
almost all, of its markets. We know, too, that these 16 companies are far from 
all of the oil companies engaged in production of natural gas. In fact, the two 
industries are almost inseparately tied together in all but a very few fields where 
one or other of the products has either been exhausted, or has not yet been dis- 
covered in paying quantities. 
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Under the circumstances of these proceedings and in the absence of any sub- 
stantial evidence of either the inadequacy of the existing rates or the propriety 
of the proposed ones, this Commission has the choice of either dismissing the 
applications or denying them. If the applications are denied, it is doubtful 
whether new applications could be prosecuted by the Applicants, even if other- 
wise justified by facts not developed in these proceedings, unless such new ap- 
plications and the evidence in support thereof were bottomed upon some change 
of status or condition happening after the time of taking testimony in these 
proceedings, or at least subsequent to suspension of the proposed increased 
rates. For that reason and in view of the fact that the Applicants, as well as 
all other segments of the natural gas industry and the Commission itself, have 
been faced in these producer rate cases with new and difficult problems, for 
which precedents are almost wholly lacking, in the regulation of the producing 
phase of the natural gas industry, it is hereinafter found that the public interest 
requires that the four applications be dismissed, rather than denied. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) Each of the four Applicants, whose proposed rate increases form the 
subject matter of these proceedings, is an independent producer of natural gas 
which is sold for resale in interstate commerce and thereby is a “natural-gas 
company” as that term is defined in the Natural Gas Act and interpreted by this 
Commission under the Act and the decisions of the Courts thereunder. 

(2) E. J. Hudson et al. and Maracaibo Oil Exploration Corporation each seek 
to increase their rate, previously on file with this Commission, for the sale to 
Transcontinental Gas Pipe Line Corporation of natural gas from the Egan Field 
in Acadia Parish, Louisiana, by reason of an escalation clause contained in the 
basic contract for such sale and because Transcontinental has contracted to pay 
16 cents plus a 1-cent tax reimbursement to Union Oil Company of California 
for natural gas produced in Vermilion Parish, Louisiana, within the area 
described in the said escalation clause. 

(3) Sun Oil Company and Sohio Petroleum Company each seek to increase 
their rate, previously on file with this Commission, for the sale of gas from the 
aforesaid Egan Field to Transcontinental by reason of the same escalation clause 
and because Transcontinental has contracted to pay 16 cents plus a 1-cent tax 
reimbursement to Hassie Hunt Trust for natural gas produced in the Maxie 
Field of Acadia Parish, Louisiana, also within the area described in the said 
escalation clause. 

(4) Sun Oil Company filed its application for increased rates, here under 
consideration, without admitting jurisdiction of the Commission over Sun or 
the subject matter of the filing and without prejudice to its rights to contest the 
jurisdiction of this Commission over the said subject matter. 

(5) Each of the Applicants has filed a motion to vacate the suspension order 
as to its proposed rate increase, to terminate the proceedings to disclaim juris- 
diction and to relieve the Applicant of liability under its refunding bond. 

(6) The respective motions of the four Applicants, to vacate the suspension 
orders as to the proposed rate increases, to terminate the proceedings, to dis- 
claim jurisdiction and to relieve the Applicants of their liability under their 
respective refunding bonds, are not justified or supported by the facts or the Law. 

(7) The Applicants and each of them have failed to show that the rates filed 
with the Commission by them, which are here proposed to be increased, are 
unfair, inadequate or prejudicial to themselves. 
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(8) The Applicants and each of them have failed to show that their respective 
increases in rates and charges contained in E. J. Hudson et al. FPC Gas Rate 
Schedule No. 3, Supplement No. 7, Maracaibo Oil Exploration Corporation FPC 
Gas Rate Schedule No. 1, Supplement No. 13, Sun Oil Company FPC Gas Rate 
Schedule No. 44, Supplement No. 17, and Sohio Petroleum Company FPC Gas 
Rate Schedule No. 26, Supplement No. 18, tendered for filing September 29, 1954, 
November 19, 1954, December 29, 1954 and January 20, 1955, respectively, and 
subsequently suspended, are just and reasonable. 

(9) The Applicants and each of them have failed to submit evidence in these 
consolidated proceedings, by means of which it is possible to determine either 
the present fair value of the respective reserves in the Egan Field, here under 
consideration, or the present fair value of natural gas produced in the Egan 
Field, as a commodity. 

(10) In the light of the newness of the problems involved and the unsatisfac- 
tory staté of both the record and the legal interpretations here involved, the 
public interest requires that the proceedings be dismissed without prejudice. 


ORDER 


Wherefore it is ordered, subject to the right of review by the Commission on 
appeal, or upon its own motion, as provided in its Rules of Practice and Proce- 
dure, that: 

(A) The motions heretofore made by the Applicants to vacate the suspension 
orders, to terminate the proceedings to disclaim jurisdiction and to relieve the 
said Applicants of liability under their respective refunding bonds filed in 
these proceedings, are hereby denied. 

(B) The motions heretofore made by Staff Counsel and other parties to dis- 
miss the proceedings are granted, but without prejudice. 

(C) These proceedings be and the same are hereby dismissed in accordance 
with Paragraph B above. 

Guten R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FINDINGS AND ORDER AFFIRMING INITIAL DECISION GRANTING MOTION TO DISMISS 
RATE INCREASE PROCEEDINGS, ORDERING REFUNDS AND DENYING MOTION FOR ORAL 
ARGUMENT 


Issued February 6, 1957 


These are rate proceedings arising under Sections 4 and 15 of the Natural Gas 
Act. They involve increased rates and charges for natural gas produced from 
the Egan Field in southern Louisiana by the above-entitled applicants and sold 
to Transcontinental Gas Pipe Line Corporation. Pursuant to a basic contract 
negotiated in 1948 and amended from time to time thereafter, the rate charged 
by each of the applicants to Transcontinental on June 7, 1954, was 9.797 cents 
per M. c. f. The increases filed by the applicants would raise their rates to 17 
cents per M. c. f2 The over-all effect of increased rates in the four dockets 
would be to increase the charges to Transcontinental by approximately $536,000, 
annually. 


1The rates include reimbursement for a Louisiana state gathering tax of one cent per 
M. ce. f. Throughout this order reference made to rates includes the one cent per M. c. f. 
gathering tax reimbursement. 
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These proceedings are companion to those In the Matters of Union Oil Company 
of California, et al., docket Nos. G-4331, et al., opinion No. 300, issued December 
6, 1956, 16 F. P. C. 100. Both consolidated proceedings involve sales of natural 
gas produced in southern Louisiana and sold to Transcontinental. Both involve 
increases from 9.797 cents per M. c. f. to i7 cents per M. c. f. And, like the 
increases sought by Morris Rauch, et al., and Bel Oil Corporation in the Union 
Oil proceedings, supra, the increases sought by the applicants here are based 
upon the fact that Transcontinental agreed to pay 17 cents per M. c. f. to other 
producers in the area. In fact, the increases filed by E. J. Hudson, et al. 
(Hudson), in Docket No. G-4335 and Maracaibo Oil Exploration Corporation 
(Maracaibo) in docket No. G-—6279, resulted from the operation of two-party 
favored-nations clauses triggered by Transcontinental’s agreement to increase its 
payment to Union Oil from 9.797 cents per M. c. f. to 17 cents per M. c. f., which 
increase we disallowed in the order accompanying opinion No. 300 in docket 
Nos. G—4331, et al. 

By appropriate orders we suspended the effectiveness of the increased rates 
filed by the applicants and by later orders permitted the increased rates to go 
into effect subject to refund. Hearings were held in the consolidated proceedings 
on September 12, 1955, through September 16, 1955, when applicants completed 
presentation of their case-in-chief.* Upon consideration of a motion to dismiss 
made by staff counsel, we remanded the proceedings to the presiding examiner 
by order issued October 24, 1954, to give the applicants additional opportunity 
to present evidence sufficient to satisfy the burden of proof imposed upon them 
by Section 4 (e) of the Act. After presentation of further evidence by the 
applicants, staff counsel renewed the motion to dismiss. We directed the pre- 
siding examiner to rule upon the motion in his initial decision in the proceedings. 

After the close of the hearings each of the applicants filed a motion to vacate 
the suspension orders and to dismiss the proceedings. These motions, like similar 
motions to terminate the proceedings for lack of jurisdiction in the Union case, 
supra, are based upon an interpretation that the decisions in United Gas Pipe 
Line Company v. Mobile Gas Service Corporation, 350 U. S. 332 (1956) and 
Federal Power Commission v. Sierra Pacific Power Company, 350 U. S. 348 (1956) 
prohibit our review of these rate increases under Section 4 of the Act. 

The presiding examiner issued his initial decision on September 11, 1956, in 
which he denied the motions to vacate and dismiss filed by the applicants and 
granted the motion to dismiss filed by staff counsel. The proceedings are now 
before us on exceptions to the presiding examiner’s decision. 

In their exceptions the applicants raise two basic issues: (1) Are the increased 
rates filed by each applicant subject to Commission review under Section 4 of 
the Act? and (2) Does the evidence presented by the applicants satisfy the burden 
of proof imposed upon the applicants by Section 4 (e) to show that the increased 
rates are just and reasonable? 

There can be no doubt that the increased rates of the applicants in these 
proceedings are subject to the filing and review provisions of Section 4 of the 
Act. Contrary to the applicants’ contentions, the Mobile and Sierra Pacific 
eases directly support our review under Section 4 (e). In the Mobile and Sierra 
Pacific cases, the Court condemned unilateral filings but interpreted Section 4 to 
require the filing, notice, and Commission review of changes in any “rate, charge, 
classification, or service, or in any rule, regulations, or contract relating thereto” 
which would be “otherwise valid.” The changes in rates proposed by United 
Gas Pipe Line Company in the Mobile case and the Pacific Gas and Electric 


2 Evidence was presented by Sun Oil Company and Sohio Petroleum Company and 
adopted by Hudson and Maracaibo. 
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Company in the Sierra Pacific case were not “otherwise valid.” In these pro- 
ceedings, however, both the applicants, as sellers, and Transcontinental, as buyer, 
have agreed to the changes in rate and the changes are “otherwise valid.” It 
is our duty under Section 4 to review these changed rates agreed to between the 
parties to determine whether they conform to the standards laid down in the Act. 

The applicants’ contention that the increased rates do not constitute “changes” 
within the meaning of Section 4 of the Act is erroneous. The facts are clear 
that the 17-cent rates would change the rates of 9.797 cents per Mcf which 
were in effect as of June 7, 1954, and prior to the dates when the respective 
increases were put into effect. It is immaterial that contracts negotiated prior 
to June 7, 1954, may have contained favored nations provisions contemplating 
unknown and uncertain future changes. 

Section 4 (c) of the Act provides that “Under such rules and regulations as the 
Commission may prescribe,” every natural-gas company shall file schedules 
showing all rates and charges for any transportation or sale subject to the 
jurisdiction of the Commission. Pursuant to Sections 4 and 16 of the Act, the 
Commission issued Section 154.94 of its Regulations. This section of the Regu- 
lations requires that “No change shall be made in any rate, charge, or service 
in effect on or after June 7, 1954, for the interstate transportation or sale of 
natural gas in interstate commerce subject to the jurisdiction of the Commission 
by any independent producer required to file rate schedules pursuant to Section 
154.94 hereof, without first filing a change in rates pursuant to Section 4 (d) 
of the Natural Gas Act and in accordance with this section.” * 

Further, a change in rate is defined to include “The operation of any provision 
of the rate schedule providing for future or periodic changes in the rate, charge, 
classification, or service after June 7, 1954, or the operation of any like provision 
in any initial rate schedule filed after June 7, 1954. * * *”* 

Upon complete review of the evidence presented we find that in all essential 
respects these proceedings are substantially similar to the proceedings Jn the 
Matters of Union Oil Company of California, et al., docket Nos. G—4331, et al., 
and that the rationale of that decision controls the result reached here. For 
this reason we find it unnecessary to hear oral argument as requested by Sun 
Oil Company and Sohio Petroleum Company by a joint motion filed on October 22, 
1956. 

To prove the reasonableness of the increased rates, the applicants presented 
evidence of arm’s-length bargaining between the parties and of comparable or 
market prices in the “contract area” in southern Louisiana. In addition, appli- 
eants presented general data on a nation-wide basis, including evidence of the 
concentration of ownership of gas reserves in the United States, the principal 
uses of natural gas, the principal sources of energy supply, the average value 
of competitive fuels at points of production, residential fuel costs, and the ratio 
of proved reserves of natural gas to net production. Significantly, there is no 
showing on the record either of revenue requirements or that the increased rates 
are no higher than necessary to promote exploration for and development of gas 
supplies while, at the same time, providing protection to the ultimate consumer 
contemplated by the Act. In the Matters of Union Oil Company of California, 
et al., supra. 

We have been directed always to relate our action in reviewing the reason- 
ableness of rates to the primary aim of the Act to guard the consumer against 
excessive rates. If we contemplate increasing rates for the purpose of encourag- 


































* Section 154.94 (a), 15 C. F. R. 154.94 (a). 

*Section 154.94 (c), 15 C. F. R. 154.94 (c). Similar provisions have long been pro- 
vided in the Commission’s regulations governing changes in rates of natural-gas trans- 
mission companies. See e. g., Section 154.38 (d) (3), 15 C. F. BR. 154.38 (d) (3). 
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ing exploration and development of gas supplies, we must be sure that the 
increase is needed, and is no more than is needed, for the purpose. Further 
than this we cannot go without additional authority from Congress. City of 
Detroit v. Federal Power Commission, 230 F. 2d 810, 817 (1955). And, to deter- 
mine that the increase is needed, it is essential that the conventional rate-base 
method of ratemaking be used at least as a basis of comparison or point of 
departure. This record does not contain the evidence found essential by the 
Court. Employment of ratemaking standards as broad as the applicants 
would have us use would permit the unregulated market to determine rates in 
the name of regulation. Such a result would be contrary to the clear direction 
of the Act that this Commission should regulate these rates. Phillips Petroleum 
Company v. Wisconsin, 347 U. 8. 672 (1954). 

The Public Service Commission of the State of New York, The Brooklyn 
Union Gas Company and Long Island Lighting Company, interveners in these 
proceedings, except to the initial decision of the presiding examiner on the ground 
that no refunds were ordered. We find that protection of the interests of con- 
sumers requires that applicants refund all amounts found not justified and 
collected under bond or undertaking in these proceedings and that, upon com- 
pletion of the refunding of such amounts to the satisfaction of this Commission 
in compliance with this order, the proceedings should be terminated. 

The Commission further finds: 

(1) Each of the applicants in these proceedings is an independent producer 
of natural gas engaged in the sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and each is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act. Commission jurisdiction over the sales of each applicant 
involved in these proceedings has been previously determined, certificates of 
public convenience and necessity have been issued authorizing the sales and the 
certificates have been accepted in the following proceedings by each applicant: 
In the Matter of Sun Oil Company, docket No. G-6838, order issued February 2, 
1956; In the Matter of E. J. Hudson, et al., docket No. G-3667, order issued 
March 21, 1955; In the Matter of Maracaibo Oil Exploration Corporation, docket 
No. G-3198, order issued July 5, 1955, and In the Matter of Sohio Petroleum 
Company, docket No. G-5928, order issued February 6, 1956. 

(2) The increased rates and charges embodied in Supplement No. 17 and 
Supplement No. 1 to Supplement No. 17 to Sun Oil Company’s F. P. C. Gas Rate 
Schedule No. 44, in Supplement No. 7 to Hudson’s F. P. C. Gas Rate Schedule 
No. 3, in Supplement No. 13 to Marcaibo’s F. P. C. Gas Rate Schedule No. 1, and 
in Supplement No. 18 and Supplement No. 1 to Supplement No. 18 of Sohio 
Petroleum Company’s F. P. C. Gas Rate Schedule No. 26, constitute changes 
in rates and charges within the meaning of the Natural Gas Act. 

(3) Evidence of arm’s-length bargaining and of market value of the gas 
sold by the applicants, without evidence that the increased rates are no higher 
than necessary to encourage exploration for and production of known and future 
gas reserves, is not sufficient to prove the justness and reasonableness of the 
increased rates. 

(4) Our delegated rate-making authority under the Natural Gas Act does 
not empower us to determine just and reasonable rates on the basis of arm’s- 
length bargaining and market value alone, without evidence that the increased 


5 The presiding examiner excluded the testimony of a witness, an employee of Trans- 
continental, intended to show that he considered the 17-cent rate a reasonable one. We 
overrule the presiding examiner and admit the excluded testimony. However, this 
testimony in no way meets the requirements of the City of Detroit and Union cases, supra, 
which we hold controlling here. 
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rates are no higher than necessary to encourage exploration for and production 
of known and future gas reserves of the applicants. 

(5) The applicants have failed to sustain the burden of proof imposed upon 
them under Section 4 (e) of the Natural Gas Act to show that their increased 
rates and charges are just and reasonable. 

(6) Subject to the modifications set forth in this order, the initial decision of 
the presiding examiner issued in these proceedings on September 11, 1956, 
should be affirmed. 
The Commission orders: 


(A) The increased rates and charges embodied in the rate schedules and 
supplements thereto referred to in paragraph (2) above, which went into effect 
under bond or undertaking to assure refund of excess charges are hereby 
disallowed. 

(B) The rates and charges contained in Sun Oil Company’s F. P. C. Gas 
Rate Schedule No. 44 and supplements thereto, in Hudson’s F. P. C. Gas Rate 
Schedule No. 3 and supplements thereto, in Maracaibo’s F. P. C. Gas Rate 
Schedule No. 1 and supplements thereto, and in Sohio Petroleum Company’s 
F. P. C. Gas Rate Schedule No. 26 and supplements thereto which were in effect 
immediately prior to February 1, 1955, in the case of Hudson and Maracaibo, 
March 1, 1955, in the case of Sun Oil Company, and March 20, 1955, in the case 
of Sohio Petroleum Company, the operation and applicability of which have been 
held to abeyance (not cancelled) pending the outcome of these proceedings, 
shall be reinstated effective as to all sales and deliveries made on and after 
February 1, 1955, March 1, 1955, and March 20, 1955, in the respective dockets; 
and such rates and charges, as well as all presently effective provisions of the 
rate schedules and supplements thereto referred to in paragraph (2) above— 
except the increased rates and charges herein disallowed—shall remain and 
continue in full force and effect until further order of the Commission or until 
changed in accordance with the Natural Gas Act. 

(C) Within 70 days from the date of issuance of this order, Sun Oil Company, 
Hudson, Maracaibo, and Sohio Petroleum Company shall refund to Transcon- 
tinental the difference between (a) the amounts collected from Transcontinental 
under bond or undertaking under the rate schedules and supplements thereto 
referred to in paragraph (2) above, and (b) the amounts which result from the 
application of the volumes of gas purchased during the refund periods at the 
rates and charges contained in the rate schedules and supplements thereto 
referred to in paragraph (B) above, computed in accordance with the provi- 
sions of the rate schedules and supplements thereto referred to in paragraph (2) 
above, together with simple interest at the rate of 6 percent per annum from 
the respective dates of receipt by each applicant of such excess amounts to the 
date of refund. Sun Oil Company, Hudson, Maracaibo, and Sohio Petroleum 
Company shall bear all costs incidental to making such refunds. 

(D) Within 90 days from the date of issuance of this order, Sun Oil Company, 
Hudson, Maracaibo and Sohio Petroleum Company shall report to the Com- 
mission in writing and under oath the details of their calculations resulting in 
the refunds made pursuant to paragraph (C) above, together with copies of 
releases from Transcontinental with respect to each of such refunds. 

(E) Subject to the modification as set forth herein the initial decision of the 
presiding examiner issued on September 11, 1956, in these proceedings is hereby 
affirmed and the motion to dismiss the rate increase applications filed by staff 
counsel for failure on the part of the applicants to sustain the burden of proof 
under Section 4 (e) of the Act is hereby granted. 
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(F) The joint motion for oral argument filed by Sun Oil Company and Sohio 
Petroleum Company on October 22, 1956, is hereby denied. 

(G) Upon completion of the refunds to the satisfaction of the Commission 
as ordered in paragraph (C) above, and the reporting pursuant to paragraph 
(D) above, the proceedings herein shall be terminated. 

Commissioners Digby and Stueck dissenting. 


Diesy and STvuEcK, Commissioners, dissenting: 

We dissent from the majority in this case for reasons set forth in our dissent 
to Opinion No. 300, Union Oil Company of California, e¢ al. Docket No. G—4331, 
et al., 16 F. P. C. 100; and attach hereto a copy of that dissenting opinion which 
is adopted as our dissent on all relevant issues in this proceeding. 


DISSENT 


In dissenting, we feel that we should point out some of the broad concepts 
on which the majority opinion is based and which we are impelled to conclude 
to be erroneous. In order to make our position clear, we find it necessary to 
quote from the majority opinion, as follows: 


These proceedings present for our resolution the basic question whether 
the evidence presented by the applicants is sufficient to support a finding 
that the increased rates of 17¢ per Mcf are just and reasonable within 
the meaning of the Natural Gas Act. More precisely defined, does the 
Natural Gas Act permit the Commission to approve the increased rates sought 
to be justified here through evidence of arm’s-length bargaining, field prices 
and commodity or market value of the gas when there is no evidence that 
the increased rates are no higher than necessary to encourage exploration 
for and production of known and future gas reserves. 


Also, the following language used in the majority opinion : 


Based upon the foregoing analysis, and after resolving in applicants’ favor 
all inferences and presumptions, including those on which we may exercise 
our discretion, we find that the applicants have failed, as a matter of law, 
to establish that the 17¢ rates are just and reasonable. Under these cir- 
cumstances, the requirements of the Act are clear. Section 4 (e) provides 
that “At any hearing involving a rate or charge sought to be increased, the 
burden of proof to show that the increased rate or charge is just and reason- 
able shall be upon the natural-gas company. * * *’ We have held that 
evidence to discharge this burden must be affirmative, concrete and persua- 
sive. In the Matter of Mississippi River Fuel Corporation, Docket No. 
G-150, 2 F. P. C. 170, affirmed, 121 F. 2d 159 (C. A. 8, 1941). No burden of 
proof rests with interveners or the staff to present negative evidence that the 
increased rate is unreasonable for until the applicants have presented a 
prima facie case opposing parties have no burden of going forward. Accord- 
ingly, the motions to dismiss made by the Public Service Commission of the 
State of New York, the distribution companies, and by staff counsel must 
be granted. 


From these statements in the majority opinion, it is clear that the majority 
considered the primary issue the question of whether or not the applicants in 
this proceeding has discharged their burden of proof in their attempt to justify 
a 17¢ per Mcf rate. Having reached the conclusion that the applicants had 
not justified the increased price of 17¢ per Mcf, the majority felt that it was 
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right and proper to sustain the motions to dismiss and leave the applicants to 
collect the original rate specified in their contract dated November 17, 1953, and 
in the case’of Bel Oil, May 27, 1954, or the price which was being collected on 
June 7, 1954. 

We believe that the Commission’s responsibility under Section 4 of the Natural 
Gas Act in a rate proceeding such as this is to find and determine a lawful rate 
and that this lawful rate might be anything not greater than the rate requested 
in the applicants’ filing. The only control over the Commission’s authority in 
determining the lawful rate is the injunction that the rate shall not be greater 
than that requested by the applicants. We take the position that even the 
starting price under the contract is not controlling as a minimum lawful rate. 

We further challenge the language of the majority opinion quoted above which 
states that the applicants, having failed to justify the 17¢ rate, “No burden of 
proof rests with interveners or the staff to present negative evidence that the 
increased rate is unreasonable for until the applicants have presented a prima 
facie case opposing parties have no burden of going forward. Accordingly, the 
motions to dismiss made by the Public Service Commission of the State of New 
York, the distribution companies, and by staff counsel must be granted.” We 
feel that when Congress gave the Commission authority to fix lawful rates 
and supplied it with appropriations with which to employ competent staff, it 
placed upon the Commission a duty and a responsibility in the making of a record 
from which a just and reasonable rate could be determined. 

In proceedings involving independent producer rates before this Commission 
in every instance of any consequence, the Commission staff has moved to dismiss 
the proceeding at the conclusion of the applicant’s testimony. A number of 
these rate proceedings are waiting for the decision in this case and presumably 
will follow the same policies established in this proceeding. In this matter, 
a very voluminous record has been made by the applicants in an effort to support 
a price or rate higher than the rate which they were receiving on June 7, 1954. 
We feel that upon such a factual record a responsibility rests with the Com- 
mission to determine a lawful rate. If the record does not contain all of the 
types of testimony which the Commission would like to have before it, there is 
no reason why the Commission should not order its staff or the applicant to 
supply this evidence. 

Furthermore, the Commission, by its order, is refusing to permit the appli- 
cants to supply any and all testimony of all types which the Commission might 
indicate would be desirable or necessary in determining a just and reasonable 
rate. During the oral argument in this proceeding, one of the Commissioners 
asked the counsel for Union Oil if that company would make a prompt and 
exhaustive effort to supply additional testimony of any type, whether it dealt 
with a cost rate base, financial need as an incentive for further development, 
or otherwise, if the Commission would reopen the case for that purpose. The 
counsel for applicant stated unequivocally that his company would make an 
honest effort to promptly supply all facts and evidence in a reopened proceeding, 
should the Commission indicate the type or nature of the evidence which should 
be in the record. Likewise, the attorney for Louisiana Land and Exploration 
Company gave the same answer to this question. We believe that the least the 
Commission could have done in the interest of fairness and justness to the 
applicants and the public interest would have been to order the reopening of 
the proceeding with directions to place in the record any and all phases of 
testimony which the Commission considered important in determining a just 
and reasonable rate. It is conceivable that this rate could be lower, higher, 
or the same as the June 7, 1954, rate. 


506455—59——_-15. 
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It must be borne in mind that as of the time this case was submitted for the 
Commission’s decision no court of last resort had enunciated the bases for the 
determination of a prima facie case to support an independent producer’s rate. 
This Commission has never and does not now give such essential information, 
nor has the Commission ever stated that a cost-of-service rate base was either 
necessary or important to such a proceeding. 

There is much concern about the lack of progress by the Commission in con- 
nection with a determination of just and reasonable rates for independent pro- 
ducers. Certainly a policy of sustaining motions to dismiss these rate proceedings 
will not improve the situation. The only real and lasting progress which may and 
should be made in this connection is by the making of records under Section 4 
of the Natural Gas Act from which the Commission can determine lawful rates. 
We also feel that the Commission is under a duty and obligation to the industry 
to express for the first time its policy with reference to the nature of testimony 
upon which a lawful rate can be fixed. The majority opinion states that the 
general testimony given by expert witnesses that the increased rates are needed 
as a financial incentive for continued production is completely lacking as proof 
that the increased rates are just and reasonable. This opinion says much about 
the necessity for proof of financial need and necessity. It does not make its 
position clear as to whether or not this proof should be based upon the indi- 
vidual company’s financial need or upon an area need of a price as an incentive 
for continued production. After reading the majority opinion, those represent- 
ing independent producers will remain completely in the dark as to the type 
and extent of testimony which the Commission considers necessary in order 
for it to receive consideration upon its merits in an independent producer rate 
proceeding. 

We feel that as an administrative agency administering an Act of Congress, 
we should search for and at least cooperate with every effort to accomplish 
the express purpose laid down by Congress in connection with a determination 
of lawful rates. We do not believe that technical rules of courts with reference 
to motions to dismiss should or can be applied by our agency. We feel that an 
extensive factual record made over a period of several months and many days 
of hearings is entitled to consideration on its merits. We further feel that a 
technical approach designed to dismiss these rate cases and avoid the respon- 
sibility placed upon the Commission by the Natural Gas Act is adverse to the 
public interest. The effect of such a policy will be to freeze independent producer 
rates as of June 7, 1954, and we are convinced that nothing could be more harmful 
in the long run to the consuming public than the adoption of such a policy. 
Not only will the policy curtail production, but the Commission, which accepted 
June 7, 1954 rates out of sheer necessity, has not, as in this case, ever determined 
the justness and reasonableness of those initial or June 7th rates, and does not 
do so now. It could be that June 7th rates are too high. 

By invoking the constitutional question of protecting the producers against 
confiscatory rates, we can’t help but feel that this is an unnecessary effort to 
justify a purely utility type rate base approach to gas sold by independent 
producers. We cannot agree that the legal conclusions inferred or drawn from 
this position are valid. 

Commissioner Digby takes the further position that the increased prices 
effective November 1, 1954, were fixed, periodic and definite prices, becoming 
effective on a fixed date, in contracts entered into prior to June 7, 1954, and are 
not in reality increases in the rates but actually constitute as much a part of 
the original initial rate as the price which was being paid on June 7, 1954. He 
feels that this position is supported not only for the reasons expressed by him 
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in his dissent to Order No. 174-B but also by the later action of the United 
States Supreme Court in the United Gas-Mobile decision. 

We, therefore, reach the conclusion that the record in these proceedings should 
be reopened to complete a record from which the Commission should make a 
determination on the merits of that record as to a lawful rate, 


ASSOCIATED OIL AND GAS COMPANY, DOCKET NO. G-8519; ORANGE 
GROVE OIL AND GAS CORP. AND H. J. MOSSER, DOCKET NO. G-8518 


UPON 





A FILING FOR AN INCREASE IN RATES 
Issued August 14, 1956* 
Syllabus 


1. Commission finds that none of the evidence presented by the companies is 
designed to show what rates are needed, either by individual producers or 
by the industry generally, to further exploration or other production func- 
tions while, at the same time, providing the protection to the ultimate 
consumer contemplated by the Act. P. 224. 

2. Commission grants the motion to dismiss this rate proceeding and orders 
refunds by the companies to its customers of the increased amounts collected 
under bond. P. 225. 

Jackson C. Hinds and Milton K. Eckert for Associated Oil and Gas Co., Orange 
Grove Oil and Gas Corp., and H. J. Mosser. 

Lambert McAllister and S. W. Jensch for staff of Federal Power Commission. 

MarsH, Presiding Examiner: This is a proceeding, pursuant to the provisions 
of Section 4 (e) of the Natural Gas Act, concerning the lawfulness of rates 
charged by the applicants herein for natural gas subject to the jurisdiction of 
this Commission. 

Orange Grove Oil and Gas Corporation and H. J. Mosser (Orange Grove), on 
January 26, 1955, tendered for filing proposed changes in their then effective 
rate schedules for sales of natural gas subject to the jurisdiction of the Com- 
mission. The proposed changes are reflected in a contract with Trunkline Gas 
Company as purchaser, dated December 14, 1954, the effective date of which 
was to be February 26, 1955. The filing was designated Applicant’s F. P. C. Gas 
Rate Schedule No. 2 and was proposed to supersede Orange Grove Oil and 
Gas Corporation’s F. P. C. Gas Rate Schedule No. 1, and H. J. Mosser’s F. P. C. 
Gas Rate Schedule No. 2. 

Associated Oil and Gas Company (Associated) on the same date tendered 
for filing proposed changes in its then effective rate schedules which changes 
are reflected in a contract with Trunkline Gas Company, dated December 14, 
1954 to become effective February 26, 1955. The filing was designated Appli- 
cant’s F. P. C. Gas Rate Schedule No. 5 and was proposed to supersede Appli- 
cant’s F. P. C. Gas Rate Schedule No. 2. 

By separate orders (in Docket Nos. G-—8518 and G—8519, respectively) issued 
on March 2, 1955, the Commission suspended until April 26, 1955 the proposed 
changes above described. 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued February 6, 1957, infra, p. 223. 
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On March 25, 1955 Orange Grove and Associated filed petitions for recon- 
sideration and vacation of the orders of March 2, 1955. But on April 21, 1955 
the Commission (Commissioner Digby dissenting) denied those petitions. After 
orders were issued setting the matters down for hearing separately, and speci- 
fying the procedure, they were consolidated for purposes of hearing. 

At the hearing an opportunity was afforded the Applicants to adduce evidence 
to show that the proposed increased rates are just and reasonable, and they did 
present evidence intended to serve that purpose. At the request of the Staff 
of the Commission certain documents in the files of the Commission (more 
particularly hereinafter described) were also placed in the record. At the 
conclusion of the presentation of evidence, Staff counsel moved for a decision and 
order dismissing the proceeding upon the grounds, first, that the applicants, 
and neither of them, had sustained the burden of proof contemplated by Section 
4 (e) of the Natural Gas Act, and, secondly, that there is no evidence in the 
record upon which a finding could be made that the proposed increased rates 
and charges are just and reasonable. 

Applicants and the Staff filed briefs, and the matter is now ripe for decision. 
The sole issue presented in this proceeding is whether the evidence presented in 
this record is persuasive that the proposed increased rates are just and reason- 
able within the meaning of the Act. 


THE EVIDENCE 


Trunkline Gas Company, a Delaware Corporation, a majority of the stock of 
which is owned by Panhandle Eastern Pipeline Company (Panhandle)’ owns 
and operates a natural-gas transportation pipeline system approximately 1,300 
miles in length extending from a point in the McAllen Gas Field (which is some 
62 miles south of the Cage Ranch Field and 125 miles south of the Wade City- 
Orange Grove area hereinafter described) in the state of Texas to a point of 
interconnection with the facilities of Panhandle at Tuscola, in Douglas County, 
Illinois, at which point Trunkline sells and delivers to Panhandle virtually its 
(Trunkline’s) entire gas supply. 

The Applicants in this proceeding own and control certain oil and gas leases 
in the Cage Ranch and Wade City-Orange Grove areas in Brooks and Jim Wells 
Counties, in the state of Texas. 

Associated Oil and Gas Company (the name of which appears formerly to 
have been Trans-Tex Transmission Company) has six producing wells in Cage 
Ranch Field in Brooks County. The pipelines of that Applicant in the Cage 
Ranch Field extend from the wells to a stabilization and dehydration plant owned 
and operated by Associated. In the stabilization process the distillate is re- 
moved from the wet gas stream and being of higher gravity is processed through 
a stabilizer to lower pressure for storage or sale to nearby gasoline plants. After 
dehydration the gas moves to Trunkline’s measuring station and after passing 
through the latter’s meter run, flows into Trunkline’s 20-inch main line which ex- 
tends from a point south of the point of entry of this gas to the point of delivery 
in the state of Illinois. 

In the Orange Grove and the other fields in Jim Wells County, Orange Grove 
Oil and Gas Corporation and H. J. Mosser have eleven producing wells. The 
gas produced in the Orange Grove Field is sour gas and as a consequence the 
producers there have, in addition to a stabilization and dehydrating plant, a 
desulphurization plant. After desulphurization the gas moves into Trunkline’s 
6-inch lateral and through it into the pipeline company’s 20-inch line referred to 
above. 


19 F. P. C. 721, 726. 
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That the sales of gas made by the Applicants under the rate schedules here 
involved are sales of gas in interstate commerce within the meaning of the 
Natural Gas Act as construed by the Supreme Court of the United States in 
Phillips Petroleum v. Wisconsin, et al, 347 U. S. 672 seems quite clear. It is 
equally clear that the Applicants are not “primarily engaged in the operation of 
an interstate pipeline’ within the meaning of Section 154.91 of the Commis- 
sion’s Rules of Practice and Procedure but are, rather, “independent producers” 
of natural gas within the meaning of that section. 

The evidence shows that R. J. Mosser is president of both Associated and 
Orange Grove. There is not substantial common ownership nor common manage- 
ment between Associated and Orange Grove, on the one hand and (Trunkline) 
or (Panhandle) on the other hand. Furthermore, no officer, director or principal 
shareholder of Trunkline (or its parent Panhandle Eastern) is an officer or 
director or principal shareholder of Associated or Orange Grove. The assistant 
president of Associated testified that he knew of no reason for any common 
interest which would prevent their being bona fide, arm’s length negotiations 
between the parties to the contracts with which we are here concerned. 

On October 21, 1950, H. J. Mosser and Trunkline Gas Company entered into 
a contract under the provisions of which Mosser agreed to sell and Trunkline 
agreed to purchase natural gas to be produced in Jim Wells County, Texas, in 
an average annual quantity equal to 1000 M. c. f. per day for each 10 million M. c. f. 
of determined net recoverable gas reserves in place within the 3930.46 acres 
of “dedicated acreage” and available for delivery under the contract. How- 
ever, Trunkline was not obligated to take or pay for quantities in excess of an 
average annual quantity equal to 10,000 M. c. f. a day. The price for the first 
five years was to be 6% cents per M. c. f., increasing 1 cent at the end of each 
succeeding five-year period. The contract contained a favored nations clause re- 
lating to other purchases by Trunkline within 10 miles of Seller’s dehydration 
plant in Jim Wells County. 

A supplemental agreement dated October 31, 1951 amended the price section of 
the contract by providing that for the first year the price would be 6.1 cents, and 
that on the first day of each ensuing year during the first five-year period the 
price for each 1,000 cubic feet would be increased 2 mills. The supplemental 
agreement provided further that from the date of first delivery Trunkline would 
take or pay for a minimum average annual quantity equal to 5,000 M. c. f. per day, 
subject to decrease because of well deliverability. 

It appears that subsequently H. J. Mosser conveyed all of his right, title and 
interest in the gas under his contract with Trunkline to Orange Grove Oil and 
Gas Corporation, and the latter on January 1, 1953, ratified and confirmed that 
transfer and assumed all of the obligations and liabilities resting upon Mosser 
by reason thereof. 

On October 23, 1951, Trunkline Gas Company and Trans-Tex Transmission 
Company (the name of which was subsequently changed to Associated) entered 
into a similar contract covering gas produced in some 15,000 acres in the Cage 
Ranch Field in Brooks County, Texas. Under that contract, the seller agreed 
to sell and Trunkline agreed to buy an average annual quantity of gas equal to 
1,000 M. ec. f. per day for each ten million M. ec. f. of determined net recoverable 
gas reserves in place within the dedicated acreage, but Trunkline was not obli- 
gated to take or pay for quantities in excess of an average annual quantity 
equal to 15,000 M. c. f. a day. The price for the first year was fixed at 6.1 cents, 
increasing .2 cent each year thereafter. 

For a long time prior to December 14, 1954, conversations were held between 
Trunkline and Applicants respecting possible increases in the price of gas re- 
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flected in the above described contracts. Those discussions were prompted by 
the fact that contracts had been made for the sale of gas in the neighboring 
fields at prices a good deal higher than those called for in the two contracts 
here under consideration. Applicants had steadfastly refused to accelerate 
the development program because they felt that they could put their money to 
better use elsewhere. In late October 1954, negotiations were seriously started 
along those lines. Seller felt that Trunkline “would increase the price if we 
could offer some incentive, a sufficient incentive.” On November 8, 1954, a con- 
ference was held between representatives of Trunkline and Applicants at which 
Applicants proposed as a proposal to be accepted or rejected as a single deal that 
(1) Associated dedicate leases in the Cage Ranch Field covering approximately 
10,000 acres in addition to the 15,117 acres already covered in the contract of 
October 23. 1951, (2) Associated dedicate 2,975 acres in the Almond-Alfred 
area in Jim Wells County, (3) Orange Grove and Mosser dedicate 2,050 addi- 
tional acres not previously dedicated in the Wade City-Orange Grove and 
Piacano Fields, and (4) that Mosser dedicate some 2,200 acres in the South 
Alice area in Jim Wells County. The substance of the conference was set out 
in a letter from Mosser to Trunkline dated November 10, 1954 which stated 
that the writer was authorized to negotiate on the basis outlined on behalf of 
each of the parties named. 

Mosser proposed that contracts be entered into which would supersede the 
existing contracts and that in such superseding contracts there be established 
an initial price of 12 cents per M. c. f., with escalation at the rate of 1 cent per 
M. ec. f. each five years thereafter over a term of 21 years. The new contracts 
also required the reimbursement by Trunkline to Applicant of three-fourths of 
the Texas Production Tax and also allowed Seller 14 cent per M. c. f. for dehy- 
dration. On November 11, 1954, in reply to the letter of November 10, 1954, 
the superintendent of Trunkline’s gas supply department wrote Mr. Mosser as 
follows: 


DEAR Mr. MOSSsER: 
We are going forward with preparation of the agreements outlined and 
proposed in your letter of November 10, 1954. 


If we can be assured of dedication of the 16,900 additional acres of leases 
to be covered in these agreements, we desire to assist you in every reasonable 
and appropriate way in obtaining Federal Power Commission approval of the 
price of 12¢ on your sales to us from the Cage Ranch, Wade City, Orange 


Grove, Almond, Alfred and Piacano Fields. We shall advise you at once 
when the agreements have been prepared. 


On November 16, 1954, H. J. Mosser wrote to Trunkline as follows: 


GENTLEMEN : 

In connection with the discussions we have had relative to the form of 
the agreements mentioned in our letter of November 10, 1954, you have 
requested we advise that it is our present intention to undertake reasonable 
and diligent exploration and development of all of the properties to be 
dedicated to you in the Orange Grove, Wade City, Cage Ranch, and Piacano 
areas. Further exploration and development is, of course, contingent upon 
our obtaining approval from the Federal Power Commission of the prices 
you are contracting to pay. 

We are pleased to confirm in writing this intention which had been ex- 
pressed to you at various times during our negotiations. 

This letter is written to you in my capacity as President of Associated 
Oil & Gas Co. and Orange Grove Oil & Gas Corporation. 
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On December 14, 1954 Trunkline entered into three separate contracts. One 
was with Associated Oil and Gas Company and covered gas to be produced in the 
Cage Ranch Field in Brooks County, Texas. It amended and superseded, except 
as otherwise therein provided, the contract of October 23, 1951 above described 
between Trunkline and Associated’s predecessor. Another was with Orange 
Grove Oil and Gas Corporation and H. J. Mosser for gas to be produced in the 
Wade City-Orange Grove and Piacano Fields. It amended and superseded, 
except as otherwise therein specified, the contract of October 21, 1950. The third 
was with Associated Oil and Gas Company for gas to be produced in the Almond 
and Alfred Fields in Jim Wells County. 

Under the contract with Associated relating to Cage Ranch Field, Trunkline 
agreed to buy and Associated to sell an average annual quantity of gas during 
each calendar year equal to 1,000 M. c. f. per day for each 8 million M. c. f. of 
determined net recoverable gas reserves in place within the dedicated area, as 
compared with 1,000 M. c. f. a day for each 10 million M. c. f. of reserves as was 
provided in the original contract. Trunkline was not obligated to take or pay 
for quantities of gas in excess of an average annual quantity equal to 20,000 
M. ec. f. per day as compared with 15,000 M. ec. f. under the original contract. 

Inder this revised contract some 10,000 acres were dedicated to Trunkline in 
addition to those dedicated in the original contract. The old contract would have 
expired in 1972 while the new contract had the effect of extending the term about 
five years to 1976. 

The price provision in the new contract was 12¢ per M. c. f. with ™4¢ per 
M. c. f. for dehydration and 0.2954¢ per M. c. f. as additional tax compensation. 
Under the old contract the price at the time of the execution of the new contract 
was 6.6599¢ per M. c. f. including the increased Texas tax. 

Under the contract relating to the Orange Grove-Wade City Fields some 2,050 
additional acres of potential gas leases were dedicated to Trunkline. In this 
instance the execution of the new contract had the effect of extending the term 
of the original contract by somewhat more than four years. Under the contract 
of December 14, 1954, all gas delivered from the date of the execution thereof 
through December 31, 1954, was to be at the price set out in the contract of 
October 21, 1950. The new contract provided for a take of 1,000,000 cubic feet 
per day for each 8 billion cubic feet of reserves, while the old contract provided 
for 1,000,000 cubic feet per day for each 10 billion cubic feet of reserves. The 
new contract provided for a maximum take of 20,000,000 cubic feet a day as 
compared with 10 million cubic feet under the original one. For all gas delivered 
from January 1, 1955 to January 1, 1960, the price was to be 12¢ per M. c. f. and 
4%4¢ per M. c. f. for dehydration and the price was to increase 1¢ per M. c. f. each 
five years thereafter. As has been noted the earlier contract contained a pro- 
vision that if at any time after the initial deliveries of gas thereunder Buyer 
executed a contract to purchase like quantities of gas at a higher price than 
specified in the contract from any other producer within 10 miles of Buyer’s 
dehydration plant in Block 27 of the William Parks lease, Jim Wells County, 
Texas, Buyer's total reimbursement to Seller for gas delivered under the con- 
tract would be equal to the price payable to such other seller. The new contract 
contained a substantially identical provision. 

The third contract executed on December 14, 1954, related to sales and de- 
liveries by Associated of natural gas to Trunkline in the Almond and Alfred 
Fields in Jim Wells County. Under the contract Seller dedicated some 2,975 
acres and agreed to sell and deliver all gas produced or “saved” thereon to Buyer. 
There are six wells on this acreage most of which have been shut in for several 
years. The evidence shows that a gathering system and dehydration facilities 
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were being installed at the time of the hearing (T. 22). None of this acreage 
was dedicated under the original contracts. This contract is not here under 
suspension but appears to be part of the consideration for the increase in price 
of gas produced from the acreage originally dedicated. Furthermore, the de- 
liveries under this contract would be within six miles of the station above re- 
ferred to and therefore within the 10-mile radius prescribed by the favored 
nation clause in the Orange Grove contract. Consequently, assuming that the 
Commission should recognize the validity of such clause, the prices which would 
have resulted in the Orange Grove area by reason of this provision of the old 
contract would have been identical with the price which resulted from the re- 
negotiated contract. 

Apparently for the purpose also of establishing a relationship between the 
risks involved in increased development activities and the increase in the price 
of gas as reflected in the amended contracts, Applicants presented evidence of 
the history of the development of the Cage Field. 

Sun Oil Company began the prospecting there and brought in a dry hole which 
was abandoned on July 10, 1941. Sun drilled five additional dry holes prior 
to 1945. Sun then dropped the leases (T. 69). The leases were then acquired 
by Shell Oil Company which drilled four wells. Continental, playing the same 
trend to the north drilled a well to a depth of 10,000 feet without success. Shell 
drilled two additional wells both of which were dry and were abandoned. After 
that Shell entered into a farm-out agreement with Frankell. Frankell started 
drilling in January 1950 and the first well was productive. Following that 
Frankell drilled two additional wells both of which were dry and abandoned. 
It was at this point that Trans-Texas, Associated’s predecessor, acquired the 
leases. 

Applicant’s expert witness, a well qualified geologist engaged in the petroleum 
industry for some 35 years, gave as the reason why the operators who preceded 
Applicants were willing to drill additional wells despite the failure in each in- 
stance of his predecessors was “the fact that each well is a ‘wildcat’”. That 
witness insisted that while the hazards of drilling in the Cage Ranch Field are 
great, the prospects for gas there are good. He said that the prospects for the 
discovery of greater quantities of gas in the acreage originally dedicated as well 
as that newly dedicated are very good. 

The witness testified that in his opinion 65 additional wells would be required 
to enable the operation to meet contractual demands. He estimated that the 
total after the drilling of the.65 additional wells would be 1,562,697 M. M. c. f. of 
deliverable reserves or an increase over the original contract of 863,161 M. M. c. f. 

The witness also testified that while he is confident that substantial additional 
quantities of gas can be made available in the Cage Ranch Field, it is a hazardous 
field from the development viewpoint and can be developed only through a 
systematic and intensive exploration and development program. 

Because of the lenticula character of the sands and wells in the Orange Grove 
area some additional wells should be drilled in order fully to develop it. In 
the Reynolds block (1547 acres) additional drilling is necessary to evaluate 
the reserves of that acreage. 

In the Almond and Alfred area a limited amount of drilling should produce 
additional reserves, and on another tract there are good and strong possibilities 
for gas. 

The witness expressed the opinion that the overall production might be 
doubled over that available under the original contracts. 

The same witness was for four years (1949-1953) vice-president in charge of 
gas supply for a large interstate pipeline company. During the period of that 
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employment he had made periodic studies of gas available in the Gulf Coast 
area, and particularly in the Texas Railroad Commission’s District No. 4. His 
studies were not only for the purpose of determining the quantities of gas avail- 
able but also the prices being asked and the contract provisions. He personally 
negotiated, or took an active part in, a large number of negotiations for gas 
purchase contracts from fields in Railroad District No. 4. Since the termina- 
tion of that work the witness has engaged independently in making a number 
of studies of gas contracts and supplies from a number of fields in Railroad 
District No. 4. 

The witness testified that he attempted on January 8, 1953, to purchase a 
large volume of gas in Kennedy County a short distance southeast of Jim Wells 
County at a price of 10.5 cents, but was informed that the potential seller had 
been offered 12.5 cents. The offer was then raised to 12144 cents. The witness 
said that he could have purchased the required volume in smaller lots, but to 
have gone beyond the limits of District 4 would have triggered the “favored 
nations” clause in other of the pipeline contracts. The Sellers turned down 
the later offer because they were insisting upon a third party favored nation 
clause in the proposed contract. 

Applicant’s witness testified that a producer would demand a large price if 
the proposed contract did not contain a third party “favored nation” clause, 
that he would accept a contract at a lower price if it contained a third party 
escalation clause. 

The Trunkline-Associated and Orange Grove contracts do not have such 
clauses. The witness expressed the opinion that under such circumstances 
one would expect to pay more for gas purchased in Railroad District No. 4 in 
competition with other pipelines that offer such provisions. 

The testimony shows that for the month of April 1955 the total volume of gas 
purchased by Trunkline in Texas Railroad Commission’s District No. 4 was 
3,770,810 of which 83.1 percent was purchased from Delhi-Taylor and Mayfair 
Minerals, 15.1 percent was purchased from Associated and Orange Grove and 
69,882 M. c. f. was purchased under three small contracts. 

The amended contracts between Trunkline and Delhi-Taylor and Mayfair 
and the amended contracts with which we are here concerned all provide for the 
same prices as of January 1, 1955 namely 12 cents with 1 cent escalation for 
every five-year period thereafter. 

The witness made a study of the purchases of gas made by Tennessee Gas 
Transmission Company in Railroad District No. 4 between the filing of the 
application in Docket Nos. G—2331 and G-8805. There were 12 such contracts 
with an estimated daily deliverability of between 28-30 million cubic feet. 

The witness expressed the opinion that a pipeline company offering a contract 
which has no third party favored nations clause in it could not buy a quantity 
of gas of the volume here under consideration at less than the price set out in 
the contract with Associated and Orange Grove. 

The witness also expressed the opinion that no substantial volumes of gas 
could be found in Railroad District No. 4 at a price between 12 cents and 13 
cents. The witness testified that on December 8, 1953, Reynolds Metals Com- 
pany and Plymouth Oil entered into a 20-year contract at a price of 13% cents 
for the first year increasing 1% mills each year thereafter. Another contract 
recently entered into was between Sun Oil Company and American Smelting 
and Refining Company. The initial price was 16 cents rising to 18 cents per 
M. c.f. Both of these sales were in Railroad District No. 4 and were intrastate 
sales. Under a contract dated April 29, 1953 Humble Oil and Refining Company 
entered into a contract with Central Power and Light Company. The price 
ranged from 16 cents to 20 cents over a 20-year period. 




















































































































































































206 FEDERAL POWER COMMISSION 


Another of Applicant’s witnesses presented a study of current contract prices 
for gas purchases by natural-gas transmission companies within approximately 
100 miles of Jim Wells County, Texas. It includes all 15 counties in Railroad 
Commission District No. 4, one county in District No. 1, and six counties in Dis- 
trict No. 2. The data related to purchases exceeding 1,000 M. c. f. per day, and 
was taken largely from filings by independent producers with the Federal Power 
Commission as of August, 1955, on purchases by interstate gas transmission 
companies during the month of April, 1955. Two hundred and seven contracts 
were included in the study. The 207 contracts were considered fairly comparable. 

The study reflected the date of the original contract in each instance, the term 
or expiration date, the delivery point, the base price for August 1955, the sched- 
uled price for August 1955 under the original contract, the scheduled price for 
August 1955 under amendments prior to June 7, 1954, and the scheduled price for 
August 1955 under amendments subsequent to June 7, 1954. There were in- 
cluded data reflecting the responsibility for taxes, dehydration and other matters. 

The base prices for August 1955 under the original contracts varied between 
2.6317 cents and 13 cents per M. c.f. Although prior to June 7, 1954, prices had 
moved generally upward, there were still, in August 1955, prices in effect since 
June 7, 1954, as low as 2.6317 cents. The top price, however, had moved up to 
13.87125 cents. 

The evidence shows that as early as 1952 prices higher than 12 cents were be- 
ing paid for natural gas produced in Texas Railroad Commission District No. 4. 
In 1953 the number more than doubled. The number was again substantially 
increased in 1954. 

Of the 207 contracts covered by the study, 191 had at the time of its prepara- 
tion been changed subsequent to June 7, 1954. The number of changes were 
considerably more since some of them were changed more than once. Of the 
191 contracts changed, 86 changes reflected tax increases. The other contracts 
were changed by reason of “favored nations” clause. 

As of the date of the study (August 1955) two of the contracts required pay- 
ment of 13 cents or more, 68 from 12 cents to 13 cents, 34 from 11 cents to 12 
cents, 25 from 10 cents to 11 cents, and 78 from 2 cents to 10 cents. 

The evidence indicates that the sales, which in each instance exceeded 1,000 
M. c. f. a day, were made at, or near, the point of production under substantially 
the same conditions of quality, pressure and otherwise. 

The witness who adduced those figures stated that except for the 1.4 cents per 
M. c. f. dehydration charge he could discern no relationship between the quality 
provisions of the contracts and the price paid thereunder. He testified, too, 
that he could see no relationship between the volume of the deliveries and the 
price. He made no study to determine whether the dedication of additional 
acreage would result in an increase in price. 

The Applicants herein contend that natural-gas production is an industry in 
which competition is workable and the objectives of regulation will be achieved 
by the freely working, competitive market price system. To support that 
hypothesis, Applicants offered the testimony of a Doctor of Philosophy in In- 
dustrial Economics who undertook to assess the workability of competition in the 
field market for gas particularly Railroad District No. 4 in the state of Texas. 

“The most rigorous definition of ‘workable competion,’” that witness said, “is 
that there be a rather large number of sellers selling more or less homogeneous 
products in a given market area with no artificial barriers to entering of new 
firms with the industry, and, of course, with no collusion over pricing. Given 
these conditions, competition is said to be workable.” 
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The witness testified that: 


When the amount of demand for what consumers would buy at various 
prices increases in such a market, price rises. This in turn attracts new 
investments which result in the increase in supply, as indicated by consumer 
choice, when demand arose. The result is that investment increases in the 
industry when consumers want more of its product. Furthermore, free 
entry into the business operates to keep profits from becoming abnormal, as 
might be the case for monopoly. 

* * * Classic competition, sometimes called perfect competition in the 
economics literature, envisions an industry where there are thousands of 
firms, very small in size. * * * but * * * classic competition exists in 
practically no industry. * * * 


Data for the year 1953 supplied by the witness shows that the largest producer 
of natural gas in Railroad District No. 4 produces less than 10 percent of the 
total. The four largest accounted for about 28 percent of the total and the nine 
largest produced about 49 percent of the total. ‘This means,” the witness said, 
“that there is a low degree concentration on the selling side of the market even 
in the limited area covered by District 4.” 

The study of the 207 gas sales agreements described above reveals sales in 
District 4 to six interstate transmission lines and to three local buyers of gas 
produced by 92 producers. It shows also that the largest purchaser bought 
40.32 percent of the total, the next largest 21.60 percent, the third—14.93 percent, 
and the fourth—11.30 percent. Thus the four largest of the purchasers pur- 
chasers purchased 88.15 percent of the total. In contrast the largest seller pro- 
vides only 13.57 percent of the total, the next two—12 percent each, and the 
fourth—9.83 percent. Thus, the first four sellers provide 48 percent and the first 
eight—69 percent of the total. 

The testimony is that each of the three largest buyers purchases a larger 
share of the total than is sold by the largest seller. Thus, the seller has a smaller 
number of alternative takers than the buyer has alternative sources of supply. 
But competition between buyers is present and vigorous. It is said that under 
such circumstances large buyers have a distinct bargaining advantage over 
sellers. 

The evidence shows that despite the substantial increase percentagewise of 
the field price of natural gas in the past few years, the price of gas in the metro- 
politan areas computed on the basis of 8 cents or 8.2 cents in the field is still 
below the price of coal and fuel oil. It would be expected too that gas would 
command something of a premium over the other two types of fuels because of 
its greater convenience of use, its cleanliness and the lower initial cost of gas 
furnaces. It would be expected too that having installed a gas furnece for 
heating purposes the home owner would be most reluctant to throw out his gas 
equipment and install some other. The testimony is that should the field price 
be increased 25 percent, gas would still maintain a considerable competitive ad- 
vantage over coal and oil. It is apparent, however, that if the price of gas to 
the consumer were increased 25 percent no such relationship would exist. 

The evidence further shows that in the period 1945-1953 the production of 
natural gas in Railroad District No. 4 increased from 131.7 billion cubic feet 
to 931.0 billion cubic feet. It would be expected that with demand rising more 
rapidly than the basic supply prices would increase on new contracts. As a re- 
sult of that demand prices paid by six large interstate purchasers in the lower 
Texas Gulf Coast in the period including 1947 to 1955 ranged from a low of 1.79 
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cents in the first of those years to 12.5 cents per M. c. f. in the last year. How- 
ever, new contracts appearing in 1954 ranged from 6.5 cents to 12% cents. In 
January 1955 one new contract appeared with a price of 8.0 cents, and there were 
others at 12.12 cents and 12.50 cents. Of the contracts in effect in January 1955 
those ranging between 1114 cents and 13% cents represent 51.21 percent of the 
total. Twenty-five and 30/100 percent are from 7 cents to 744 cents, and 12.22 
percent are from 6% cents to 7 cents. Applicant’s witness stated that in the 
light of the prices appearing in contracts in effect in January 1955 which were 
not in effect in January 1954 that the “going price” is about 12 cents per M. c. f. 

The witness concluded that (1) since there are many (93) sellers producing 
gas thereby providing prospective buyers with alternative sources of supply, 
(2) since entry into this industry is not barred by any sort of artificial barriers, 
and (3) since gas prices in the final markets are competitive with those of other 
fuels and less than fuel oil, workable competition does exist in the local market. 

The witness testified that the reasonable price from the point of view of the 
economy for commodities produced under competitive conditions is that resulting 
from the free interaction of supply and demand. It is the price determined by 
the free choice of buyers and sellers which is the reasonable price, since this is 
the price which allocates resources in a free economy in accord with consumer 
choice. “It is my opinion,” he said further, “that the prices determined in the 
District 4 market for gas are determined under conditions of workable com- 
petition, and hence are reasonable.” As a teacher of economics and a consulting 
economist, the witness expressed the opinion that it is “a reasonable market 
price.” 

He expressed the opinion further that in any given area if as many as 20 or 
even 10 companies held all the gas reserves there could be workable competition. 
It should be noted that this study relates to workable competition among sellers. 
The witness had not inquired into whether there was workable competition on the 
buying side of the market. 

Applicants presented, through a witness who has been engaged since 1937 in 
regulatory and utility accounting, evidence intended to show that the effect on 
Panhandle Eastern Pipe Line Company’s customers of the increase in rates here 
proposed would be slight. 

On the basis of estimates of sales for the calendar year 1956 taken from 
exhibits in another proceeding and from rate filings in still another proceeding, 
the witness testified that the natural gas supplied to Panhandle by Trunkline 
represented 32 percent of the former’s interstate sales, while the remainder of 
Panhandle’s gas supply came from the Hugoton Gas Field. Of the gas which 
Trunkline supplied to its parent in April 1955, only 15.1 percent was purchased 
from the Applicants. 

Assuming no other increases in cost which might be passed on (including 
similar increases of other producers) the increase in cost of gas to Trunkline 
proposed by the Applicants herein, namely, $386,800 if divided among Pan- 
handle’s customers subject to this Commission’s jurisdiction would amount to 
only one-tenth of 1 cent per M. c. f. Thus, the total increase in cost resulting 
therefrom to the typical residential consumer would be only 23 cents a year or 
twelve-hundredths of his gas bill. Even then Panhandle’s wholesale rates (26.09 
cents) would be substantially lower than the wholesale rates to Detroit of 
Michigan-Wisconsin Pipe Line Company (32.98 cents), and still lower than the 
proposed rates of American-Louisiana Pipe Line Company (40.04 cents at 95 
percent and 42.71 cents at 75 percent load factor). 



















































FEDERAL POWER COMMISSION 209 


A comparison of the cost for residential heating in the city of Detroit reveals 
that a million btu of natural gas (as of September 1955) cost 81.2 cents, of coal 
76.6 cents and of No. 2 fuel oil 108.3 cents. 

A further comparison (on a B. t. u. basis) of the commodity value of other 
petroleum products and the equivalent value of natural gas at or near the source 
of production shows that when compared at current prices, with gasoline the 
value of natural gas would be 72.1 cents per M. c. f., with kerosene 59.3 cents, 
with diesel oil 51.1 cents, with fuel oil 63.2 cents. 

Applicant offered the testimony of a witness who since 1934 has been engaged 
in public utility accounting—from 1934 to 1936 in the electric field, from 1936 to 
1951 with the Public Utilities Commission of the District of Columbia and since 
then as an associate of H. Zinder and Associates—to the effect that the “so-called 
‘cost concept’ of utility rate regulation is not a feasible, practical or proper 
method to use in the determination of fair and reasonable rates for independent 
producers of natural gas such as the applicants in this case.” 

The witness was familiar only in a general way with the applications here 
under consideration, was familiar only to a limited extent with the business 
activities of Applicants and had made no study of the books of the Applicants. 
And except as indicated above the testimony related to independent producers 
as a group. 

In the absence of evidence that the rate base concept in this instance was the 
fair and reasonable method by which to determine the reasonableness of the 
rates of the Applicants herein, that evidence was held irrelevant and was 
excluded. 

Applicants offered similar evidence by another witness who was engaged in 
investigations of telephone and electric companies from 1935 to 1939, as a member 
of the staff of this Commission specializing in rate of return from 1939 to 1945, 
and in recent years as an associate of H. Zinder and Associates as a rate of 
return expert. He proposed to advance the opinion that it is not possible to find a 
fair rate of return for an independent producer of natural gas. The tendered tes- 
timony revealed no knowledge whatever of the operations of the Applicants in this 
proceeding but related to independent producers in general. That evidence 
also was excluded. 


SUMMARY OF THE EVIDENCE 


To summarize, the undisputed evidence presented by Applicant shows that (1) 
there was no common ownership or management between the buyer and the 
sellers under the contracts here under consideration and the relationship be- 
tween the parties was one at “arm’s length”, (2) there are good prospects for an 
increase in the production of gas from the acreage dedicated initially and that 
covered by the amended contracts, but the increase development activities will 
be costly and risky, (3) the price proposed in the amended contracts is no 
higher than that which appear in about a third of the contracts now in effect 
in the area extending 100 miles from the fields with which we are here concerned, 
(4) there are no equivalent volumes of gas available at as low a price within that 
area, and that (5) the impact upon Panhandle consumers of the amount of the 
proposed increase would be insignificant. 

The evidence offered by the Staff of the Commission contains pages of certain 
exhibits which had been received in evidence in Docket Nos. G—1705, et al. They 
relate particularly to the natural-gas reserves and the availability of natural 
gas to Trunkline Gas Company on January 1, 1955. 
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DISCUSSION OF THE ISSUES 


Section 4 (a) of the Natural Gas Act provides that: 


All rates and charges made, demanded, or received by any natural-gas 
company or in connection with the transportation or sale of natural gas 
subject to the jurisdiction of the Commission, and all rules and regulations 
affecting or pertaining to such rates or charges, shall be just and reasonable, 
and any such rate or charge that is not just and reasonable is hereby declared 
to be unlawful. 

Section 4 (d) provides that: 


Unless the Commission otherwise orders, no change shall be made by any 
natural-gas company in any such rate * * * except after thirty days’ notice 
to the Commission and to the public. * * * 


Section 4 (e) requires that: 


* * * at any hearing involving a rate or charge sought to be increased, 
the burden of proof to show that the increased rate or charge is just 


and 
reasonable shall be upon the natural-gas company. * * * 


In the Matter of Transcontinental Gas Pipe Line Corporation (Docket No. 
G-—142), Opinion No. 227, 11 F. P. C. 94, this Commission construed the language 
of Section 4 (e) as placing upon an applicant for an increase in rates the respon- 
sibility “* * * to justify by clear and convincing evidence that the rates under 
suspension would be just and reasonable.” 

The Applicants contend that they have established by the evidence that the 
proposed increases in price are just and reasonable within the purview of the 
statute. In their briefs they argue that (1) basic economic principles dictate 
that the proper standard for regulation of independent producers is the com- 
petitive market price, (2) that the establishment of that standard by the Com- 
mission would comply with all legal requirements, (3) that, based upon that 
standard, the proposed prices are just and reasonable, and (4) that the failure 
to allow the proposed increases would result in unlawful discrimination. 

The Staff, on the other hand, contends that (1) Applicants have not sus- 
tained the burden of proof devolving upon those seeking rate increases in accord- 
ance with the Natural Gas Act, and (2) that the evidence presented by Appli- 
cents is not of a character that would permit the Commission to find that the 
proposed rates are just and reasonable, in accordance with the Natural Gas Act. 

As Applicants’ contentions are understood, those other than the last are 
addressed to the discretion and the informed judgment of the Commission, and 
only the last appears to be one upon which the Applicants rely as a legal right. 

The Staff’s contention appears to be that, conceding the relevance and the 
materiality of Applicants’ evidence, it is, nevertheless, not persuasive that the 
proposed increase in rates is just and reasonable. That evidence of the kind 
presented here by the Applicants is relevant to a determination of just and 
reasonable rates and deserves consideration in connection therewith seems clear 
from the Commission’s orders in Cities Service Gas Company, et al., Docket 
No. G—2569, et al., and Davidor and Davidor, Docket No. G—8550 issued on Janu- 
ary 13 and March 22, 1956, respectively. 

The determination of whether Applicants’ evidence is persuasive for the pur- 
poses intended is a much more difficult matter and it is made even more difficult by 
what the Commission restrainedly described in the latter order as “[t]he uncer- 
tain and nebulous state of the applicable law.” (Davidor and Davidor order dated 
March 22, 1956.) In an effort to find an answer to the question thus presented, 
it may be helpful to review briefly the more significant decisions of the Supreme 





FEDERAL POWER COMMISSION 211 


Court of the United States involving the determination of the reasonableness of 
utility rates. 

In Smyth v. Ames, et al., 169 U. S. 466, 546-1898, the United States Supreme 
Court confirmed the view which it had frequently stated before that the basis 
of all calculations as to the reasonableness of rates must be the fair value of 
the property being used in the service to the public. In its decision on that case, 
the court further said that in order to determine that value “[t]he original 
cost of construction, the amount expended in permanent improvements, the 
amount and market value of its bonds and stock, the present as compared with 
the original cost of construction, the probable earning capacity of the property 
under particular rates prescribed by statute, and the sum required to meet 
operating expenses, are all matters for consideration, and are to be given such 
weight as may be just and right in each case. We do not say that there may 
not be other matters to be regarded in estimating the value of the property.” 
There was thus established the principle that any evidence bearing upon the 
historical and current value of the property devoted to the public use was 
relevant to the determination of the reasonableness of the utilities’ rates. How- 
ever, the decision did not delimit the scope of the matter which would be 
considered ; it did not prescribe a formula for such determination, nor did it 
place upon any particular party the burden of adducing all, or any particular 
type, of evidence. 

For many more years the Supreme Court adhered to the principle that it was 
necessary in utility rate cases to give rather substantial weight to evidence of 
the cost of reproducing the facilities in question at the time of the determination 
of rates. And so the majority of the Court held in Missouri er rel Southwestern 
Bell Telephone Co. v. Public Service Commission of Missouri, 262 U. 8S. 276, 289, 
308, October 1922. In that case the company produced voluminous evidence in- 
cluding its books to establish the value of its property dedicated to public use. 
There is nothing in this decision, however, to indicate that any particular kind 
of evidence had to be adduced, or that any particular party was responsible for 
coming forward with particular evidence. Nor did the court prescribe a formula 
for the determination of the reasonableness of rates. 

However, while he concurred in the reversal of the Commission “on the ground 
that the order of the Commission prevents the utility from earning a fair return,” 
Mr. Justice Brandeis in a dissenting opinion (concurred in by Mr. Justice 
Holmes) insisted that the determination of the reasonableness of such rates 
should be made upon the basis of the amounts prudently invested? in the busi- 
ness whether at the outset or subsequently. The impact of that decision, although 
dissenting, was most significant. Thereafter, the Court leaned toward an inter- 
pretation of “present value” which, while not predicated upon, nevertheless re- 
quired consideration of, evidence of “reproduction cost new.” 

In 1932 the United States Supreme Court, in Los Angeles Gas Company v. R. R. 
Commission of California, 289 U. S. 306, 311, held that the determination of 
“present value” is not an end in itself. The Court there expressed the view that 
actual cost continued fairly well to measure the amount to be attributed to the 
physical elements of the property so long as there was no change in the level of 
applicable prices. The Court, however, adhered to the principle that the cost 
of reproducing the property was also a relevant fact which had to have appro- 
priate consideration. But, it also held that having given that evidence ap- 
propriate consideration, the regulatory agency was at liberty to give it no weight 


2“What is now termed the prudent investment is,” he said, “in essence, the same thing 
as that which the court has always sought to protect in using the term present value.” 
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whatever. Such in general was the state of the law on the subject of utility rate 
making when the Natural Gas Act was enacted. 

It should be noted in passing that in the decisions to which we have thus far 
adverted the Court was concerned with constitutional rather than statutory 
authority and was in each instance reviewing the matter solely for the purpose 
of determining whether the rates fixed were so low as to be confiscatory. It was 
not concerned with the upper limits of a “band of reasonableness,” nor, as has 
been noted, did the question arise in any of those decisions as to the responsibility 
of adducing particular kinds of evidence. 

The first case involving the reasonableness of rates of a natural-gas company 
subject to the Commission’s jurisdiction to reach the Supreme Court was Federal 
Power Commission et al v. Natural Gas Pipeline Company et al., 315 U. 8S. 575. 
The proceeding was upon an “interim order” reducing the company’s rates under 
the provisions of Section 5 of the Natural Gas Act. In that case, although the 
record contained evidence of the book cost of the gas company’s plant, the Com- 
mission adopted for the purpose of testing the reasonableness of its rates the 
company’s reproduction cost new of its utility plant and the “present value” of 
its gas reserves. Thus, in that instance the Commission did not give considera- 
tion to actual original cost. 

Defining the term “lowest reasonable rate” as it is used in the Natural Gas 
Act, the Supreme Court in its decision said: 

By long standing usage in the field of rate regulation the “lowest reason- 
able rate” is one which is not confiscatory in the constitutional sense. 











* * * * 








* * 

















The constitution does not bind rate-making bodies to the service of a single 
formula or combination of formulas. Agencies to whom this legislative 
power has been delegated are free, within the ambit of their statutory au- 
thority to make the pragmatic adjustments which may be called for by partic- 
ular circumstances. Once a fair hearing has been given, proper findings 
made, and other statutory requirements satisfied, the courts cannot inter- 
vene in the absence of a clear showing that the limits of due process have 
been overstepped. If the Commission’s order, as applied to the facts before 
it and viewed in its entirety, produces no arbitrary result, our inquiry is 
at an end.’ 


Here, again, the court was concerned only with the question whether the 
rates fixed by the Commission were so low as to violate the utility’s constitutional 
rights. The court, without so deciding, assumed, consistently with its definition 
of lowest “reasonable rate,” “[t]hat there is a zone of reasonableness within 
which the Commission is free to fix a rate varying in amount and higher than a 
confiscatory rate.” 

Thus, the court seemed of the view that the rate-making body could be relied 
upon to produce a result which was not arbitrarily excessive and that the 
court’s only function was to see that the rates fixed were not so low as to deprive 
the owners of the property thereof without due process of law. That rates based 






8 Justices Black, Douglas, and Murphy in a concurring opinion expressed the view that 
the court was without power to invalidate such an order as unconstitutional even if it 
found the charges to be unreasonable. As construed by them, the opinion freed the Com- 
mission “from the compulsion of admitting evidence on reproduction cost or of giving 
any weight to that element of fair value.” “The Commission,” they said, “may now adopt, 
if it chooses, prudent investment as a rate base. * * * In view of these provisions [that 
the finding of the Commission as to the facts, if supported by substantial evidence, shall 
be conclusive], we do not think it is permissible for the courts to concern themselves with 
any issues as to the economic merits of a rate base. The Commission has a broad area 
of discretion for selection of an appropriate rate base, * * *” 
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upon reproduction cost alone were not to be taken as arbitrarily high would 
seem to follow from the fact that the rates so arrived at in that case (although on 
an interim basis) received the court’s approval. 

In Federal Power Commission v. Hope Natural Gas Company, 320 U. S. 591, 
which also was a proceeding pursuant to Section 5 of the Natural Gas Act, the 
company had presented evidence of “estimated original cost,” “trended original 
cost” and a rate base “molded from an estimate of the cost to reproduce the 
property, less observed depreciation, plus working capital.” The Staff, on the 
other hand, placed in the record evidence showing that the company’s investment 
in plant as disclosed by its books was substantially less than the company’s 
claimed cost. The Commission established a rate base which, it found, repre- 
sented the “actual legitimate cost” (including natural-gas production plant) less 
depreciation and depletion and plus unoperated acreage, working capital and 
future net capital additions. There were included in operating expenses, ex- 
ploration and development costs (delay rentals, non-productive well drilling, 
abandonment of non-productive leases and the abandonment of projects in which 
preliminary expenditures were made to determine the gas prospects of available 
acreage), and depreciation and depletion expense. 

On appeal by the company, the Supreme Court (Mr. Justice Douglas writing 
the opinion, and two justices dissenting) refused to overrule the Commission ex- 
plaining that “fair value” is the end product of the process of rate-making, not 
the starting point.‘ After referring to the language in the Natural Gas Pipeline 
case quoted, above, the court said: 


Under the statutory standard of “just and reasonable” it is the result 
reached not the method employed which is controlling. 


The Commission’s order, the court said, “[i]s the product of expert judgment 
which carries a presumption of validity. And he who would upset the rate order 
under the Act carries the heavy burden of making a convincing showing that it is 
invalid because it is unjust and unreasonable in its consequences.” 

With reference to the amounts allowed in connection with the production of 
natural gas, the court said: 


* * * We certainly cannot say that they are [inadequate], unless we are to 


substitute our opinions for the expert judgment of the administrator to whom 
Congress entrusted the decision. * * * 


In this decision, too, the court was speaking of rates which are not so low as to be 
confiscatory. Again the court appears to have assumed a band of reasonableness 
and full authority by the Commission to fix rates which might be higher than 
rates which barely escaped the area of confiscation. 

The court said further, however: 


Such theories of rate-making for this industry [as the theory that the 
wasting-asset nature of the industry required the maintenance of the level 
of rates so that natural-gas companies could make a greater profit on each 
unit of gas sold] may or may not be desirable. The difficulty is that 


Sections 4 (a) and 5 (a) contain only the conventional standards of rate- 
making for natural-gas companies. 


It was in the Hope case that there first appeared in our proceedings the 
proposal advanced here by Applicants, namely, that basic economic principles 


4This language might be construed as meaning that “fair value” was still the objec- 
tive but for a footnote in which the court says: “We recently stated that the meaning 


of the word ‘value’ is to be gathered ‘from the purpose for which a valuation is being 
made.’ ” 
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dictate that the proper standard for regulation of the rates of natural-gas pro- 
ducers is the competitive market price. Since in that case the company had not 
made a distinction for such purposes between its production and its other facili- 
ties but had argued for the use of the present value basis throughout, it had not 
raised the issue. But, Mr. Justice Jackson in a separate opinion in which he 
sought the return of the case to the Commission for further consideration agreed 
with the majority that the theory which ties rate-making to the fair-value- 
reproduction-cost formula should be overruled but set forth at length what he 
considered the probable consequences of an attempt to fix natural-gas rates by 
exclusive application of the “prudent investment” rate base method. 

He agreed that a rate base calculated on that formula would “seem a reason- 
ably satisfactory measure for fixing a return on the transporation branch of 
Hope’s business the source of which was roughly proportionate to the capital 
invested. 

“The other part of the business”, he said, “—to reduce to possession an adequate 
supply of natural gas—is of opposite character, being more erratic and irregular 
and unpredictable in relation to investment than any phase of any other utility 
business”. 


s * * * @ 


The heart of this problem is the elusive exhaustible and irreplaceable 
nature of natural gas itself. 


+. * * 2 7 

* * * For good or ill we depend upon private enterprise to exploit these 
natural resources for public consumption. The function which an allowance 
for gas in the field should perform for society in such circumstances is to 
be enough and no more than enough to induce private enterprise completely 
and efficiently to utilize gas resources, to acquire for public service any 
available gas or gas rights and to deliver gas at a rate and for uses which 
will be in the future as well as in the present public interest. 


* * * * a 


A price cannot be fixed without considering its effect on the production of 
gas. Is it an incentive to continue to exploit vast unoperated reserves? Is it 
conducive to deep drilling tests the result of which we may know only after 
trial? Will it induce bringing gas from afar to supplement or even to sub- 
stitute for Appalachian Gas? Can it be had from distant fields as cheap 
or cheaper? If so, that competitive potentiality is certainly a relevant 
consideration. Wise regulation must also consider, as a private buyer would, 
what alternatives the producer has if the price is not acceptable. * * * 


In Colorado Interstate Gas Company v. Federal Power Commission, 324 U. S. 
581, which reached the Supreme Court on the heels of the Hope case (supra), 
the Commission had determined a rate base which included the cost of the 
company’s production and gathering properties as well as its interstate trans- 
mission system, and had made allowances for delay rentals, exploration and 
development costs and other gas-producing and gathering expenses, and the 
working capital required to carry on production and gathering operations. In its 
decision in that case the Supreme Court (Mr. Justice Douglas again writing the 
decision, four justices dissenting,)*® held that confiscation in the constitutional 
sense did not result from the Commission’s action. 


SIt should be noted, however, that the dissents were based upon the theory that the 
Commission, in including the production and gathering facilities, exceeded its jurisdiction 
and reached a result unauthorized by the applicable statute. 
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In the decision in that case, the Court said: 

We do not say that the Commission lacks authority to depart from the 
rate-base method. We only hold that the Commission is not precluded from 
using it. There are ample indications throughout the Act to support that 
view. Section 6 (a) empowers the Commission to investigate and ascertain 
the “actual legitimate cost of the property of every natural-gas company 
*2.+s”" 

* * * We only decide that it [Sec. 1 (b)] does not preclude the Commission 
from reflecting the production and gathering facilities of a natural-gas 
company in the rate base and determining the expenses incident thereto for 
the purposes of determining the reasonableness of rates subject to its juris- 
diction. 


> * * * * 


* * * The act does not say that the Commission would have to value it 
[the gas] at the fair field price if the Commission abandoned the rate-base 
method of regulation. We held in the Hope Natural Gas Company case that 
under the Act it is “the result reached not the method employed which is 
controlling * * *”. It is not theory but the impact of the rate order which 
counts. If the total effect of the rate order cannot be said to be unjust and 
unreasonable, judicial inquiry under the Act is at an end (324 U. S. 602). 

* * * In those cases [Federal Power Commission v. Natural Gas Pipeline 
Co., 315 U. S. 575,586 and F. P. C. v. Hope Natural Gas Co., 320 U. S. 591, 
609-610] we held that the question for the courts, when a rate order is 
challenged, is whether the order viewed in its entirety and measured by its 
end results meets the requirement of this Act. * * * 


In the Colorado Interstate case Justice Jackson, in a separate opinion, con- 
curred in upholding the Commission order. He insisted, however, that: 


To let rate-base figures compiled on any of the conventional theories of 
rate-making, govern a rate for natural gas seems to me little better than 
to draw figures out of a hat. * * * These cases vividly demonstrate the 
delirious results produced by the rate-base method. 

ok + a * * 

* * * T do think it is a fantastic method of fixing a “just and reasonable” 

price for gas. All of that, however, was thrashed out in the Hope case. 


* * * * * 


It is difficult for me in these cases, and in some it might be impossible, to 
follow the rule of Hope in reaching a decision. I have no intuitive knowl- 
edge as to whether a given price is reasonable, and my fundamental concept 
of reasonable price in this industry and how to find it has been rejected 
by the Court. 


oe * * * * 


Far-sighted gas-rate regulation will concern itself with the present and 
future, rather than with the past, as the rate-base formula does. It will 
take account of conditions and trends at the source of the supply being 
regulated. It will use price as a tool to bring goods to market—to obtain 
for the public service the needed amount of gas. Once a price is reached 
that will do that, there is no legal or economic reason to go higher; and any 
rate above one that will perform this function is unwarranted. If the 
supply comes from a region where there is such overproduction that owners 
are ready to sell for less than a fair return on their investment, there is 
no reason why the public should pay more. On the other hand, if the supply 
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is not too plentiful and the price is not a sufficient incentive to exploit it 
and fails to bring forth the quantity needed, the price is unwisely low, 
even if it does square perfectly with somebody’s idea of return on a rate 
base. The problem, of course, is to know what price level will be adequate 
to perform this economic function. 
















































On review of this Commission’s decision and order (Cities Service Gas Com- 
pany v. Federal Power Commission, 155 F. 2d 694, 698, 1946; cert. denied 329 
U. S. 773) in another proceeding in which the producing properties of a pipeline 
company were similarly treated, the Court of Appeals for the Eighth Circuit 
construed the Hope case, supra, to mean that: 


* * * The administrative process is no longer fettered by Judicial notions 
of the “economic merits” of the rate order. 





Thus, for a number of years the Commission persistently pursued the policy 
of including in the rate base for the purpose of determining reasonable rates 
for pipeline companies which own and operate gas producing lands and facili- 
ties the cost of such lands and facilities, and the working capital and expenses 
relating thereto. It seems pertinent to note here that throughout the period no 
one seemed to raise serious question as to the practicability from an accounting 
standpoint of fixing gas producing costs by the rate base method. 

However, in its Opinion No. 269, In the Matter of Panhandle Eastern Pipe 
Line Company, issued on April 15, 1954, the Commission found that the ultimate 
public interest would be better served by permitting the pipeline to receive for 
the gas which it produces a price reflecting the weighted average arm’s-length 
payments for identical natural gas in the field where it is produced than through 
the application to this commodity of the “rate-base” method. In resolving the 
question whether in that case the net investment rate-base method should give 
place to the “field price” method the Commission stated, among other things, 
that use of the former resulted in (1) arbitrary and unreasonable discrimination 
between gas produced by the pipeline company as compared with that produced 
by others, (2) arbitrarily and unreasonably depressed gas prices which would 
result in accelerating consumption and discourage discovery and (3) the dis- 
couragement of gas production by pipeline companies thus increasing their 
dependence upon purchase of gas from others. 

At that time, of course, the Commission held the view that only pipeline 
companies transporting and selling natural gas in interstate commerce were 
subject to its jurisdiction and it had refused to assume jurisdiction over and 
fix the price for gas produced by those so engaged. Within sixty days after the 
Commission had rendered its opinion in the Panhandle case, supra, however, the 
Supreme Court of the United States, in Phillips Petroleum v. Wisconsin, et al., 
supra, held that independent producers were natural-gas companies subject to 
the jurisdiction of the Commission and that the Commission must take juris- 
diction over such independent producers. 

This decision, declaring independent producers natural-gas companies, and 
thus subject to the Commission’s jurisdiction just as were pipeline companies, 
had the effect, if the Commission should so declare, of eliminating the arbitrary 
and unreasonable discrimination between produced and purchased gas which the 
Commission had deplored in the Panhandle decision. 

The Commission, recognizing therein the basic differences between the opera- 
tions of a natural-gas producer and those of a natural-gas pipeline company on 
November 17, 1954, issued notice of proposed rule making having in contempla- 


*As will subsequently appear, this had become the “traditional” approach for the 
determination of the reasonableness of the rates of pipeline-producers. 
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tion principles and methods to be applied in the fixing of just and reasonable 
rates to be charged by independent producers of natural gas sold in interstate 
commerce for resale or transportation in interstate commerce. In such notice 
the Commission invited suggestions as to the principles and methods which should 
be made applicable for the purpose. After full consideration of the information 
gained in the responses to that invitation and from oral argument heard thereon, 
the Commission, in an order issued December 1, 1955 concluded that they should 
not lay down any rules as to what would be necessary or appropriate for con- 
sideration in determining the just and reasonable rates of any independent 
producer subject to the Commission’s jurisdiction under the Natural Gas Act 
and that it was not appropriate or necessary in carrying out the provisious of 
the Act to adopt any standards, principles or methods respecting such matters. 

Very soon thereafter, on December 15, 1955, the United States Court of Ap- 
peals of the District of Columbia Circuit rendered a decision on a petition to 
review and set aside the Commission’s order of April 15, 1954 in the Panhandle 
proceeding (supra). The accuracy of the amounts found by the Commission as 
the rate base, and the rate of return were not contested. Furthermore, the find- 
ings of the Commission regarding the weighted average arm’s length prices paid 
at the wellhead were accepted by the court as supported by substantial evidence. 
The question presented to the court was whether the allowance of six-tenths of a 
cent per M. c. f. above what would have resulted from the use of what had 
now become the “traditional” (“the ‘prudent investment’ rate-base”’) method 
removed the prescribed rates from a “just and reasonable” category. 

“In the instant case,” the court said, “the Commission substantially modified 
this ‘traditional’ rate base approach by using a different formula for Panhandle’s 
own producing properties.” 

After referring to the latitude seemingly allowed by the Supreme Court in the 
cases cited above, the Court of Appeals expressed the conviction “that the allow- 
ance of a field price for the utility’s own produced gas as an element in the 
ultimate composition of rates is not unlawful merely because it departs from the 
traditional rate-base method.” “But, of course,” the court said, “such an innova- 
tion must not lift the rate above the ‘just and reasonable’ standard of the 
statute.’ 

The court went on to say: 


Although the Commission cannot be compelled to fix rates at the lowest 
level of reasonableness, nevertheless, it remains true that the primary aim 
of the Act, in the words of the Supreme Court, is “to protect consumers 
against exploitation at the hands of natural-gas companies.” 


Apparently based upon that language, the Court concluded that the conven- 
tional rate base method had to be used at least as a point of departure, and that 
any increase over and above the rates so arrived at had to be predicated upon 
evidence relating to the usual needs of a regulated utility. 

Applicants contend that the Court’s remarks in the Panhandle case are not 
applicable here because in the former the rates of an integrated transmission 
company were in issue, not those of an independent producer. That contention, 
however, appears to be without substantial foundation. 

It is true that in the notice of proposed rule making issued on November 17, 
1954, the Commission seemed then to recognize basic differences between the 
operations of a natural-gas producer and those of a natural-gas pipeline company.® 





7In a footnote the court said: “These standards, in turn, are within those of the con- 
stitution. Federal Power Commission v. Natural Gas Pipeline Company * * *,” supra. 

* The Commission has filed with the United States Supreme Court a petition for a writ 
of certiorari to the United States Court of Appeals for the District of Columbia circuit 
in the Panhandle case, supra. 
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At any rate, in its recent orders relating to proposals to increase the rates of 
independent producers the Commission has implied an analogy between the 
production and gathering of natural gas by Panhandle and the similar activities. 
of such independent producers. Furthermore, while the Commission does not 
concede that it must apply to the rates of independent producers the same 
formula as that applied in fixing the rates of natural-gas companies which are 
interstate pipeline companies, the language appearing in such orders is in no 
sense inconsistent with the decision of the Court of Appeals in the last described 
case. 

Thus, in an order dated October 24, 1955 In the Matters of Sun Oil Company: 
et al., Docket Nos. G-8288 et al., postponing action on a motion to dismiss an ap- 
plication for increased rates and referring the proceeding back to the Presiding 
Examiner, the Commission said: 


It may be observed that in providing for Commission responsibility in 
connection with rate filings the Natural Gas Act makes no distinction be- 
tween independent producers and interstate pipeline companies. If they 
are subject to the Act, the same criteria and procedures are prescribed for 
rate-fixing purposes, since both classes are natural-gas companies under the 
Act. The Commission is free, within the ambit of its statutory authority 
in rate fixing to make the pragmatic adjustments which may be called for 
by particular circumstances (F. P. C. vy. Natural Gas Pipeline Co., 315 U. 8S. 
575, 586). While it is true that the source of our authority over rates of 
independent producers is contained in Sections (4) and (5) of the Natural 
Gas Act, we do not say that in fixing the rates of natural gas companies 
which are independent producers we are compelled to apply the same for- 
mula as that applied in fixing the rates of natural-gas companies which are 
interstate pipeline companies. 

In dealing with the rates of interstate pipeline companies, we have 
pointed to the burden placed by Section 4 (e) of the Act upon those natural 
gas companies seeking approval for rate increases and in appropriate cases 
have pointed to the failure of some companies to present evidence which 
would justify the increases, for which reason we have denied applications 
for approval and in these actions we have judicial approval. (Mississippi 
River Fuel Corp., v. F. P. C., 121 F. 2d 159, 165 C. A. 8, 1941.) The in- 
dependent producers which are applicants herein are under the same burden 
as interstate pipeline companies to justify any proposed rate increases even 
if their operations may differ. 


Identical language appears in a similar order issued on the same date In the 
Matter of Union Oil Company of California et al., Docket No. G-4331 et al. 

The increases proposed in the Sun Oil Company proceeding were increases 
which the purchaser proposed to put into effect pursuant to a two-party “favored 
nations” clause in the base rate contract under which buyer agreed that if 
it purchased natural gas from any other seller at more favorable terms it 
would increase the contract price payable to Sun by the difference between the 
more favorable price and the contract price. The applicants in that proceeding 
offered evidence to show that the base contract had been negotiated in good faith 
and at arm’s length; that the contract contained the favored nations clause; 
that the clause had become operative by virtue of the purchaser’s action; that 
the proposed increased rates were no more nor less than prices paid by the pur- 
chaser and others to other producers in the area; that the increased rates and 
charges did not exceed the present fair value or market value of gas in the 
pricing area. 
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In the Order in the Sun Oil Company proceeding above referred to, the Com- 
mission found support in the record fer findings that the basic contract was 
entered into after arm’s length bargaining, and that other producers in the 
same area were receiving as Much or more than the rate proposed, but found, 
nevertheless that the evidence did not show that the proposed increased rates 
would be just and reasonable. 

Similarly, in the Union Oil case the basic sales contract contained, among 
others, a “so-called favored nations” provision similar to that above described. 
In that instance, also, the evidence on behalf of the applicants tended to show 
that the basic sales contract was entered into in good faith and after arm’s 
length negotiations; that the new contract price did not exceed the reasonable 
market price or current field price for the sale of natural gas in the same 
general area. The Commission, however, was not convinced by that evidence 
that the proposed increased rate was just and reasonable. 

It appears that the court’s decision in the Panhandle case (supra) and the 
Commission’s orders above described are consistent in the requirement of a 
showing of need for the higher rates. 

The evidence presented in this case appears to be substantially of the same 
nature and scope as that presented in the two cases referred to above. It shows, 
as has been said, that the increased rates proposed in this proceeding are no 
more than those being charged by most of the producers in the same general 
area; that at the time both the original, and the revised contracts were entered 
into, no corporate or other relationships existed between the buyer and seller 
which made arm’s length dealings impossible and that the contracts were 
entered into in good faith and at arm’s length. 

It is appropriate to point out here that aside from any other considerations, 
the language employed by the Commission in the Sun and Union cases would 
seem effectively to dispose of Applicants’ suggestion that because of Associated’s 
sale to Trunkline in the Alfred-Almond area at a rate of 12 cents, the increased 
rates here proposed are justified under the favored nations clause in Associated’s 
original contract. 

It is Applicants’ contention that the rates here proposed are just and reason- 
able, not simply because they are in line with other prices? but also because they 
are in line with prices determined in a workably competitive market. Ap 
rlicants’ undisputed evidence shows that there are in the area in which Ap 
plicants produce gas many sellers who produce gas thereby providing prospective 
buyers with alternative sources of supply; that there is no artificial barrier to 
entering the business of producing gas; that gas prices have not yet risen to the 
point that the rates charged for gas are in competition with other fuels; that 
should the field price of gas be increased by an additional 25 percent, gas would 
still mtaintain a competitive advantage over coal and oil. Applicants contend, 
on the basis of that additional evidence, that the proper standard for the regula- 
tion of independent producers is the competitive market price and that such a 
standard would produce a “just and reasonable” rate. But is that additional 
evidence sufficient to remove this case from the analogy of the Sun and Union 
Orders? It is thought not. 

It is clear from the evidence that the demand for natural gas continues greatly 
to exceed the supply. It would be expected—indeed, if the applicants’ evidence 
is correct, it is inevitable—that the prices charged by the producers to the pipe- 
line companies will, in the absence of artificial restraint, continue to rise until 
the natural gas supply overtakes the constantly expanding demand, or until 
the price of gas at least equals the price of competitive fuels. Thus, rates de 
rived from “workable competition” seem undistinguishable from those which 
“the market will bear.” 
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So long as the demand so greatly exceeds the supply, the situation is analogous 
to that which exists in time of war with respect to all goods and commodities. 
Then, even though competition may be said to be workable, none actually exists. 
In that situation Congress found it necessary to establish price controls. 

It may be that an adequate supply of natural gas can be assured only on 
the basis of non-regulation of rates payable to gas producers. In any event, 
however, it seems generally to be agreed that in determining the reasonableness 
of rates the amount to be allowed for gas in the field should be enough, but no 
more than enough to induce private enterprise completely and efficiently to 
utilize the gas resources. In that connection Mr. Justice Jackson, in the 
separate opinion from which we have quoted above, said further: 


But there is nothing in the law which compels a commission to fix a price 
at that ‘value’ which a company might give to its product by taking ad- 
vantage of scarcity, or monopoly of supply. The very purpose of fixing 
maximum prices is to take away from the seller his opportunity to get all that 
otherwise the market would award him for his goods.* * *”® 


A finding that the proposed rates are no more than enough to develop the re- 
sources underlying the mutual contracts can not be made on this record. 

It should be borne in mind that we are not here concerned with gas sold and 
delivered under initial contracts. Therefore, we are faced here with a determi- 
nation of reasonableness under Section 4 rather than Section 5 of the Act. The 
original contracts had been entered into at arm’s length, freely and voluntarily 
between the parties. Prices which at that time must have been entirely satis- 
factory to seller had been agreed upon. Those contracts had many years yet 
to run.” As time went on Applicants observed that prices for gas under new 
contracts (and under escalation clauses of old contracts) in the same and adjoin- 
ing areas were increasing above those fixed in the contracts. That situation 
was distasteful and Applicants set about remedying the situation. They felt, and 
correctly, that Trunkline would increase the price they were paying if Applicants 
offered “some incentive.” And it appears that not much was required. 

Although Applicants argue that they are obligated to undertake diligent 
development of the properties dedicated under the revised contracts if the pro- 
posed price is approved, it is not believed that the record will support such a 
finding. To the extent that any is revealed in this record, the consideration for 
the increase, so far as Trunkline was concerned, rested upon Trunkline’s hope 
of assurance of the “dedication of the 16,900 additional acreage” and seller’s 
advice of a “present intention to undertake reasonable and diligent exploration 
and development of all of the dedicated properties.” No agreements have been 
entered into which commit Applicants to any drilling whatever. It is difficult to 
rationalize Trunkline’s acceptance of a proposal requiring substantially the 
doubling of the price of gas under existing long-term contracts on the basis of 
wholly indifferent and uncertain assurances of the availability of substantial 
additional volumes and an urgent need for such gas. It is believed that Trunkline 
would not have been so easily persuaded that the advantages of the proposal 
justified the increase in the cost of its operation were it not for the fact that in 
such situations the added costs fall not upon the pipeline but actually upon the 
pipeline’s customers. In that connection it should be noted that, although Trunk- 


®cf. City of Detroit v. Federal Power Commission, supra. 
’ecf. Uniteé Gas Pipe Line v. Mobile Gas Corp. 100 L. Ed. (advance sheets) 291, 298. 
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line was permitted to intervene in the proceeding and appeared by counsel,” that 
intervener offered no evidence respecting its need for additional supplies of gas 
or its efforts to procure such a supply. 

Indeed, the Applicants’ evidence reveals that the provision in the original 
contract which permitted Trunkline to call for a determination and redetermina- 
tion from time to time of the recoverable gas reserves in place for the purpose of 
the fixing of maximum takes was never acted upon; the amounts which Trunk- 
line has taken have been so low that this determination has not been necessary ; 
the amount taken has been substantially less than Trunkline has been entitled to 
take. 

Applicants argue that aside from the harmful economic consequences which 
would flow from the use of the rate-base method of fixing rates of independent 
producers, the technical problems of administration would be insurmountable. 
In support of that argument Applicants tendered the testimony of the two 
witnesses whose testimony is referred to at page 209, supra. That testimony was, 
as has been said, excluded. Some consideration should be given, however, to the 
contention. The Commission would require, it is believed, quite convincing proof 
from those who had made most complete and exhaustive efforts to comply there- 
with before conceding its inability to meet its responsibilities, if such they were 
found to be, to the Congress. Particularly would it insist upon such proof with 
respect to independent producers in the light of its experience in the determination 
of costs of production and gathering as that function is performed by pipeline 
companies. There is no basis for the conclusion that accounting for producing 
and gathering properties has presented serious or insurmountable difficulties. 
There have been troublesome problems, of course, and there have had to be some 
arbitrary decisions. Nevertheless, except for the increase in numbers the prob- 
lems which would arise in connection with the determination of the costs of 
producing and gathering gas by independent producers would seem no more 
difficult. It would have to be conceded, of course, that the risks incurred by 
independent producers are greater than those of an integrated pipeline system. 

In any event it seems clear, that for evidence of insurmountable obstacles to 
have been given serious consideration it should have come from those who had 
made a careful and exhaustive study of the problem as it is related to the appli- 
eants. It is concluded that the testimony of the witnesses above referred to can be 
given no consideration in this proceeding. 

Furthermore, it does not follow that the only persuasive proof of the reason- 
ableness of increased rates is that which rests upon the so-called rate base 
formula, that is, a formula whose factors are an original cost rate base, accrued 
depreciation, working capital and rate of return. That the Commission is ready to 
accept something other and less than that as showing the need for such increase 
is clear from the order issued by the Commission on March 22, 1956, In the Matter 
of Davidor and Davidor, Docket No. G—8550, 15 F. P. C. 1236. 





1 Counsel at the time of entering the appearance said that : 

Trunkline entered into these contracts after considerable arm’s length negotiations 
and, of course, as the purchaser and the only purchaser involved here, has a substantial 
interest in these proceedings. 

Trunkline believes that there are substantial benefits to be derived from these con- 
tracts—to mention only ofe, the dedication of increased gas reserves to them. 

It is the position of Trunkline that the applications ought to be granted and that 
the prices are fair and reasonable. Trunkline is, therefore, willing to pay that price. 
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There the applicant put in its case on a “dollar-in-dollar-out” basis, arriving 
at the “net cash realization” from the operation of the property by computing 
the difference between total revenues over the life of the wells and all “direct 
costs” necessary to obtain revenue. There the Commission commented that: 


We do not place great reliance on the costs figures developed in this case 
as being infallible indicator of a just and reasonable rate. 


They also observed that: 


Although perhaps leaving something to be desired in completeness, [appli- 
eant had left out of account certain items such as income taxes and explora- 
tion costs] applicant’s rather empirical presentation is adequate for purposes 
of this case. 


As has been said, however, the record in this proceeding does not meet those 
relaxed standards. 

Had the Applicants undertaken to show that the proposed increases were 
needed to obtain revenues for operating expenses, for preservation of Appli- 
eants’ financial integrity, for capital costs, for servicing of debt and payment 
of dividends, or for delayed rentals or costs of exploration and development they 
might reasonably have hoped to succeed. Instead, the reason for the proposed 
increases as it appears here was simply that others were receiving higher prices 
for their gas. 

Finally Applicants contend that failure to allow the proposed increases in 
price would result in unlawful discrimination between the Applicants here 
and the other independent producers in the area. The contention presupposes 
the application of a formula which would result in an uniform area-wide price 
without regard to costs or other contributing factors. Such a method of price 
fixing would result, in some instances, in the establishment of rates which would 
be below the actual cost of production. The cases clearly support the proposition 
that to prescribe rates at such a level would result in confiscation and the 
deprivation of the sellers’ constitutional rights. 

While the Natural Gas Act and the cases undoubtedly support the proposition 
that all those subject to the Commission’s jurisdiction shall be treated fairly and 
equitably, there is no requirement that all of them shall be entitled to receive 
identical rates. Nor do any of the authorities cited by Applicants hold the 
contrary. They clearly imply, on the other hand, that lack of uniformity in the 
result furnishes no ground of complaint. What the circumstances were in those 
instances in which independent producers were permitted to increase their 
rates are not disclosed by this record. That the Commission intends to treat every 
such situation on the basis of the circumstances relating to it is clear from 
its present actions. 

As the cases heretofore cited clearly show, there is, of necessity, a relation- 
ship between costs and allowable rates (c. f. the rates of Panhandle, Michigan 
Wisconsin and American Louisiana in the Detroit area. Supra, page 208.) To 
require that Applicants abide by their original contract entered into voluntarily 
at a price agreeable to both buyer and seller, or in the alternative to justify the 
increase in such prices, is not to act arbitrarily or capriciously even though the 
level of Applicants’ prices may be lower than those of other producers in the 
area. 


FINDINGS AND CONCLUSIONS 
Upon consideration of the entire record made in this proceeding, the evidence 


adduced, and the briefs filed, the Presiding Examiner finds and concludes, in 
addition to the finding and conclusions hereinbefore stated, that: 
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(1) The applicants, and each of them, have failed to show that the increases 
in rates and charges proposed in Orange Grove Oil and Gas Corporation’s and 
H. J. Mosser’s F. P. C. Gas Rate Schedule No. 2, and Associated Oil and Gas 
Company’s F. P. C. Gas Rate Schedule No. 5, tendered for filing on January 26, 
1955, and subsequently suspended, are just and reasonable within the meaning 
of Section 4 (e) of the Natural Gas Act. 

(2) The evidence of record herein is not sufficient to support a finding that 
the increased rates set out in the filings described in Finding No. 1 above are 
just and reasonable within the purview of Section 4 of the Act. 

(3) The motion of Staff counsel for an order dismissing the proceeding should 
be granted. 


ORDER 

















Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

A. The proposed increased rates and charges described in Finding No. 1 be and 
the same are hereby disallowed. 

B. The motion of Staff counsel to dismiss the proceeding is granted, but with- 
out prejudice. 

C. This proceeding be and the same is hereby dismissed in accordance with 
Paragraph B above. 

EpWaArpD B. MArsH, 

Presiding Examiner. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline. 


FINDINGS AND ORDER MODIFYING, AND AFFIRMING AS MODIFIED, INITIAL DECISION OF 
PRESIDING EXAMINER AND DENYING 
OPENING OF PROCEEDINGS 





MOTIONS FOR ORAL ARGUMENT AND FOR RE- 











Issued February 6, 1957 








These are rate proceedings arising under Sections 4 and 15 of the Natural 
Gas Act. They involve increased rates and charges for sales of natural gas 
to Trunkline Gas Company. Docket No. G-—8518 involves the sale of natural 
gas produced in the Wade City, Orange Grove and Paisano Fields in Brooks 
and Jim Wells Counties, Texas, by Orange Grove Oil and Gas Corporation and 
H. J. Mosser (Orange Grove). The increase filed by Orange Grove would raise 
their base rates to Trunkline from 6.7 cents to 12.0 cents per M. ec. f.. Docket 
No. G-8519 involves the sale of natural gas produced in the Cage Ranch Field 
in Brooks County, Texas, by Associated Oil and Gas Company (Associated). 
The increase filed by Associated would raise its base rate to Trunkline from 
6.5 cents per M. c. f. to 12.0 cents per M. ce. f.2. The over-all effect of the increased 
rates in both dockets would be to increase the charges to Trunkline by approxi- 
mately $437,000, annually. 

















1 Orange Grove’s increased rate was tendered for filing on January 26, 1955, to be 
effective as of February 26, 1955, as its F. P. C. Gas Rate Schedule No. 2, superseding 
Orange Grove Oil and Gas Corporation’s F. P. C. Gas Rate Schedule No. 1 and H. J. 
Mosser’s F. P. C. Gas Rate Schedule No. 2. 

? Associated’s increased rate was tendered for filing on January 26, 1955, to be effective 
as of February 26, 1955, as its F. P. C. Gas Rate Schedule No. 5, superseding its F. P. C. 
Gas Rate Schedule No. 2. 
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By separate orders issued in docket Nos. G-8518 and G-8519 we suspended the 
effectiveness of the increased rates until April 26, 1955. Since the latter date, the 
increased rates of Associated and Orange Grove have been in effect under bond 
subject to refund of any amounts found not justified. We consolidated the two 
dockets for hearing, which was held before the presiding examiner on various 
dates from September 19, 1955, through January 17, 1956. In his initial decision 
issued August 14, 1956, the presiding examiner found that Associated and Orange 
Grove had failed to show that their increased rates are just and reasonable 
within the meaning of Section 4 (e) of the Act, disallowed the proposed increased 
rates and granted, without prejudice, a motion to dismiss filed by staff counsel. 

The proceedings are now before us upon exceptions filed jointly by Associated 
and Orange Grove and by Trunkline on September 24, 1956. On December 17, 
1956, Associated and Orange Grove also filed a motion to reopen the proceedings 
for the purpose of taking additional evidence. 

In their exceptions Associated and Orange Grove argue that evidence which 
they presented proves the reasonableness of the increased rates because, in 
addition to a showing of arm’s-length bargaining and field prices, it shows the 
existence of what they term to be “workable competition.” 

“Workable competition” is said by Orange Grove and Associated to exist where 
there are a large number of sellers, selling a homogeneous product in a given 
market area, with no artificial barriers to entry of new firms and there is no 
collusion in pricing. Under such conditions, it is argued, no one seller can control 
prices and competition works to keep prices at a reasonable level. 

Assuming, without deciding, that “workable competition” might have existed 
at the time Trunkline negotiated for the purchase of gas at the increased rates 
in the areas where Associated and Orange Grove produce gas, there is no show- 
ing on this record either of revenue requirements or that the increased rates are 
no higher than necessary to promote exploration for and development of gas 
supplies while, at the same time, providing protection to the ultimate consumer 
contemplated by the Act. Our decision here is governed by the decision in City 
of Detroit v. Federal Power Commission, 230 F. 2d 810 (C. A. D. C.), certioraré 
denied, 352 U. 8. 829, and the rationale set forth In the Matters of Union Oil Com- 
pany of California etc al., docket Nos. G-4331 et al., opinion No. 300, issued 
December 6, 1956, 16 F. P. C. 100. We find here, as in the Union Oil case, supra, 
that “none of the evidence presented by the applicants is designed to show what 
rates are needed, either by individual producers or by the industry generally, 
to further exploration or other production functions. Neither can rates be 
determined in any way from the evidence before us.” (16 F. P. C. 100.) 

“On this record it is not possible to strike a fair balance between investor 
and consumer interests. We cannot be sure that the rates are sufficient to 
promote exploration for and development of gas supplies, and at the same time, 
to provide the protection to the ultimate consumer contemplated by the Act.” 
(16 F. P. C. 100.)* 

In the controlling City of Detroit case, supra, the Court held that the Commis- 
sion must always “relate its action to the primary aim of the Act to guard the 
consumer against excessive rates. If the Commission contemplates increasing 
rates for the purpose of encouraging exploration and development, . . . it must 
see to it that increase is in fact needed, and is no more than is needed for the 
purpose. Further than this, we think the Commission cannot go without addi- 
tional authority from Congress.” 230 F. 2d 810 at 817. In order to determine 
that the increase is needed, but no more than is needed, the court held that it 


*Our remarks should not be construed in any manner as disparaging the efforts of 
Trunkline in its negotiations with Associated and Orange Grove. 
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is essential that the conventional rate-base method of ratemaking be used at 
least as a basis of comparison or point of departure. This record contains 
nothing which could be used as that basis of comparison found essential by 
the court.‘ 

With regard to the motion to reopen the proceedings for the purpose of pre- 
senting additional evidence filed jointly by Associated and Orange Grove on 
December 17, 1956, we find that the public interest, including protection of the 
interests of consumers, would not be served by extensions of the hearings and 
delay in the decision in these proceedings. Applicants were given ample oppor- 
tunity to present their cases-in-chief at the prescribed hearings. Of course, in 
any new proceeding which they may institute under Section 4, the applicants 
will be free to present evidence showing revenue requirements and that the 
rates sought are no higher than necessary to promote exploration for and de- 
velopment of gas supplies and, at the same time, to provide the protection to 
the ultimate consumer contemplated by the Act. 

It is noted that the presiding examiner did not order refunds of increased 
amounts collected under bond and subject to refund by applicants. We find 
that protection of the interests of consumers requires that the applicants refund 
all amounts found not justified and collected under bond in these preceedings 
and that, upon the completion of the refunding of such amounts to the satisfaction 
of this Commission in complaince with this order, the proceedings be terminated. 


The Commission further finds: 








Subject to the modification set forth herein, the initial decision of the pre- 
siding examiner issued in these proceedings on August 14, 1956, should be affirmed. 


The Commission orders: 


(A) The increased rates and charges embodied in F. P. C. Gas Rate Schedule 
No. 2 filed jointly by Orange Grove Oil and Gas Corporation and H. J. Mosser 
on January 26, 1955, and in F. P. C. Gas Rate Schedule No. 5 of Associated Oil 
and Gas Company also filed on January 26, 1955, both of which went into effect 
on April 26, 1955, subject to the refunding of excess charges, are hereby 
disallowed. 

(B) The rates and charges contained in Orange Grove Oil and Gas Corpora- 
tion’s F. P. C. Gas Rate Schedule No. 1 and H. J. Mosser’s F. P. C. Gas Rate 
Schedule No. 2 and Associated Oil and Gas Company’s F. P. C. Gas Rate 
Schedule No. 2 which were in effect immediately prior to April 26, 1955, the 
operation and applicability of which have been held in abeyance (not cancelled} 
pending the outcome of these proceedings shall be reinstated effective as to all 
sales and deliveries made on and after April 26, 1955, and shall remain in force 
and effect until further order of the Commission. 

(C) Within 70 days from the date of issuance of this order, Orange Grove Oil 
and Gas Corporation, H. J. Mosser and Associated Oil and Gas Company shall 
refund to Trunkline Gas Company the difference between the amounts collected 
from Trunkline under bond pursuant to their F. P. C. Gas Rate Schedules referred 
to in paragraph (A) above, and the amounts which result from the appli- 
cation of the volumes of gas purchased during the refund period of the rates 
and charges referred to in paragraph (B) above, which were in effect immediately 


* We note that the presiding examiner excluded testimony of two witnesses intended to 
show that the use of the conventional rate-base method of ratemaking is not applicable 
to rates of independent producers. We overrule the presiding examiner in this regard 
and admit the testimony of both witnesses. We have given careful consideration to the 
contentions set forth in that testimony. However, his testimony in no way meets the 
requirements of the City of Detroit and Union cases, supra, which we hold controlling here. 
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prior to April 26, 1955, together with simple interest at the rate of 6 percent 
per annum from the respective dates of receipt of such excess amount in the 
refund period to the date of refund. Orange Grove Oil and Gas Corporation, 
H. J. Mosser and Associated Oil and Gas Company shall bear all cost incidental 
to the making of such refund. 

(D) Within 90 days from the date of issuance of this order, Orange Grove Oil 
and Gas Corporation, H. J. Mosser and Associated Oil and Gas Company shall 
report to the Commission in writing and under oath the details of their calcu- 
lations resulting in the refunds ordered pursuant to paragraph (C) above, 
together with copies of releases from Trunkline with respect to such refunds. 

(E) Subject to the modification as set forth herein, the initial decision of the 
presiding examiner issued on August 14, 1956, in these proceedings, is hereby 
affirmed and the motion to dismiss the rate increase applications filed by staff 
counsel for failure on the part of the applicants to sustain the burden of proof 
under Section 4 (e) of the Act is hereby granted. 

(F) The joint motion for oral argument filed by Associated Oil and Gas 
Company, Orange Grove Oil and Gas Corporation, and H. J. Mosser on Septem- 
ber 24, 1956, is hereby denied. 

(G) The motion to reopen the proceedings for the purpose of taking additional 
evidence filed by Associated Oil and Gas Company, Orange Grove Oil and Gas 
Corporation, and H. J. Mosser on December 17, 1956, is hereby denied. 

(H) Upon the completion of refunds to the satisfaction of the Commission 
as ordered in paragraph (C) above, and the reporting pursuant to paragraph 
(D) above, the proceedings herein shall be terminated. 

Commissioners Digby and Stueck dissenting. 

DiesBy and Stueck, Commissioners, dissenting : 

We dissent from the majority in this case for reasons set forth in our dissent 
to Opinion No. 300, Union Oil Company of California, et al., Docket No. G—4331, 
et al., 16 F. P. C. 100; and attach hereto a copy of that dissenting opinion which 
is adopted as our dissent on all relevant issues in this proceeding.* 


CROW DRILLING COMPANY, INC. DOCKET NO. G-6622 
CROW DRILLING COMPANY, INC. DOCKET NO. G-8510 
GULF REFINING COMPANY DOCKET NO. G-8516 


UPON MOTION TO TERMINATE AND MOTION TO DISALLOW INCREASED RATE 
Issued October 19, 1956** 


Syllabus 


1. The “Mobile” opinion has no application in a rate increase proceeding wherein 
the company’s proposed increase is in accordance with the provisions of 
the contract between the company and the purchaser. P. 229. 

2. Where a company seeks a rate increase, there is no statutory requirement 
that the Commission must find the proposed rate to be unjust and unreason- 
able before it may be disallowed. P. 230. 

3. The Natural Gas Act does not permit the Commission to approve the increased 
rates sought to be justified here through evidence of arms-length bargaining, 
field prices and commodity or market value of the gas when there is no 


*For the contents of the dissenting opinion, see p. 196. 

**Initial decision became the final decision and order of the Commission by order of the 
Commission issued February 6, 1957, infra, p. 238. Rehearing denied by order issued 
April 1, 1957. 
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evidence that the increased rates are no higher than necessary to encourage 

exploration for and production of known and future gas reserves. P. 240. 

4. Commission has exclusive jurisdiction under the Natural Gas Act to regulate 
rates for wholesales of natural gas in interstate commerce. P. 241. 

5. Commission grants the motion to dismiss the rate proceeding and orders Crow 
and Gulf to make refunds to their customers of the increased amounts 

collected under bond. P. 242. 


John M. Shuey for Crow Drilling Co. 
Merle E. Minks, Jesse P. Luton, Jr., and Stewart W. Mark for Gulf Refining Co. 
Lambert McAllister and Louis C. Kaplan for Federal Power Commission. 

KeEtiy, Presiding Examiner: This case concerns rates for the sale of natural 
gas for resale in interstate commerce by independent producers. The lawfulness 
of these rates, increased by the provisions of contracts filed as rate schedules, 
is in issue; and the jurisdiction of the Commission in these proceedings is 
challenged. The gas involved is all produced in the Pistol Ridge-Maxie Field 
in Forrest, Lamar and Pearl River Counties, Mississippi; and it is all purchased 
by United Gas Pipe Line Company (United). 

The basic contract for the sale of natural gas to United by Crow Drilling Com- 
pany, Inc. (Crow) is dated June 21, 1954, and it has been designated by the 
Commission as Crow’s F. P. C. Gas Rate Schedule No. 2. Said contract was 
received by the Commission on December 1, 1954, with the letter from Crow 
to the Commission, dated November 16, 1954, which requested that the increase 
from 15 cents to 20 cents per M. c. f. be made effective on January 1, 1955 pursuant 
to the terms of said contract. The letter of November 16, 1954, was designated 
as Supplement No. 1 to Crow’s F. P. C. Gas Rate Schedule No. 2. The increased 
rate proposed by said filing was suspended by order of the Commission of January 
3, 1955, entered in Docket No. G—6622, in which it was found to be in the public 
interest that the Commission enter upon a hearing concerning the lawfulness 
of said increased rate. 

By an agreement dated December 16, 1954, between Crow and United, the 
basic contract aforesaid was amended in several respects including making the 
rate of 20 cents per M. c. f. of gas effective from November 24, 1954, to Novem- 
ber 24, 1959. This amendatory contract was received by the Commission on 
January 24, 1955, with the letter of January 20, 1955, from Crow to the Com- 
mission which requested that the rate of 20 cents per M. c. f. of gas provided 
in the contract of December 16, 1954 be made effective November 24, 1954, as 
provided therein. Said amendatory agreement of December 16, 1954, and said 
letter of January 20, 1955, have been designated respectively in the files of the 
Commission as Supplements No. 2 and No. 3 to Crow’s F. P. C. Gas Rate Schedule 
No. 2. The increased rate proposed by said Supplements No. 2 and No. 3 was 
suspended by order of the Commission of February 24, 1955, entered in Docket 
No. G—8510, in which it was found to be in the public interest that the Commis- 
sion enter upon a hearing concerning the lawfulness of said increased rate. Of 
course, Supplements No. 1, No. 2, and No. 3 to Crow’s F. P. C. Gas Rate Schedule 
No. 2 all apply to the same sale of natural gas from Crow to United. By order 
of the Commission of June 17, 1955, entered in Docket Nos. G—6622 and G—8510, 
the rate of 20 cents per M. c. f. provided in Supplements No. 1, No. 2 and No. 3 
to Crow’s F. P. C. Gas Rate Schedule No. 2 was made effective as of April 15, 
1955, subject to refund pursuant to the undertaking prescribed in said order 
which has been executed and filed by Crow with the Commission. 

The basic contract for the sale of natural gas to United by Gulf Refining Com- 
pany (Gulf), dated April 6, 1954, was filed with the Commission on November 
30, 1954 and it has been designated as Gulf’s F. P. C. Gas Rate Schedule No. 6. 
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On January 26, 1955, Gulf filed with the Commission a change in rate schedule, 
reciting therein that it was filed pursuant to Section 154.94 of the Commission’s 
Regulations. This has been designated as Supplement No. 1 to Gulf’s F. P. C. 
Gas Rate Schedule No. 6. It was requested therein that the increase from 15 
cents to 20 cents per M. c. f. be made effective January 14, 1955, pursuant to the 
provisions of the basic contract. By order of February 25, 1955, the Commission 
suspended said proposed rate increase and found it to be in the public interest 
to enter upon a hearing concerning the lawfulness thereof. By Commission order 
of June 2, 1955, entered in Docket No. G-8516, the rate of 20 cents per M. ec. f. 
provided in Supplement No. 1 to Gulf’s F. P. C. Gas Rate Schedule No. 6 was made 
effective as of April 6, 1955, subject to refund pursuant to the undertaking pre 
scribed in said order which has been executed and filed by Gulf with the 
Commission. 

3y order of February 28, 1956 the Commission consolidated the above matters, 
Docket Nos. G-6622, G-8510 and G-—8516, for the purpose of hearing, and fixed 
the date of the hearing as March 26, 1956. Said order provided that at the 
hearing the applicants, Crow and Gulf, would first present and complete their 
cases-in-chief before cross-examination was undertaken. At the hearing on 
March 26, 1956 Crow and Gulf completed the presentation of their evidence 
and rested their cases. Whereupon, Staff counsel moved to dismiss the cases 
in all three of the aforesaid dockets and to deny the rate increases sought 
by the applicants, upon the ground that they had failed to carry the burden of 
proof imposed upon them by Section 4 (e) of the Natural Gas Act (Act). At 
the outset of the hearing Gulf had made a motion orally that the proceedings 
be terminated for lack of jurisdiction in the Commission and that the requested 
rate increase be permitted to become effective, and a similar motion in writing 
was filed with the Commission by Gulf on March 26, 1956. The motions made 
by Gulf have been adopted by Crow. The hearing was recessed to April 24, 
1956. Both the motion to dismiss and the motion to terminate were referred 
to the Commission by the Presiding Examiner on April 2, 1956. By order of 
April 24, 1956, the Commission referred the motions back to the Presiding Exam- 
iner “to be ruled upon as a part of his initial decision submitted after the con- 
clusion of the hearing and the completion of the record.” 

The hearing was resumed on April 24, 1956. The parties were apprised by the 
Presiding Examiner of the Commission’s order of April 24, 1956, concerning 
said two motions. Staff counsel announced that he did not desire to cross- 
examine the witnesses of the applicants; and he renewed his motion to dismiss 
the proceedings and to deny the proposed rate increases. Counsel announced 
on behalf of Crow and Gulf that they had closed their cases and that they both 
urged the granting of the motion made by Gulf to terminate the proceedings and 
allow the requested rate increases. Staff counsel and applicants’ counsel each 
opposed the motion of the other. The hearing was concluded and the parties 
were given opportunity to file original and reply briefs, and the latter were 
received on June 5, 1956. 

The evidence in the record, consisting only of that adduced by the applicants, 
is discussed hereinafter in connection with the motion to dismiss. 


THE MOTION TO TERMINATE 


Crow has adopted the motion to terminate made by Gulf and such action has 
been treated as the making by it, in relation to its own rate schedules and sup- 
plements here involved, of a motion identical in purpose and effect to that of 
Gulf. Gulf’s motion seeks a declaration by the Commission of its lack of juris- 
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diction to proceed as it has done in these proceedings, and makes the following 
requests, set forth in the first paragraph thereof: 


Comes now Gulf Refining Company, Applicant in Docket No. G—8516, and 
moves this Honorable Commission for the entry of an order (1) terminating 
the proceedings in this docket; (2) vacating the order of suspension here- 
tofore entered in this docket; (3) releasing Applicant from its obligations 
under the Agreement and Undertaking heretofore filed in this docket; (4) 
permitting the withdrawal of the change in rate schedule heretofore filed 
in this docket; and (5) permitting Applicant to put into effect, as of the 
time specified in its contract, the price provided in its contract with United 
Gas Pipe Line Company dated April 6, 1954, and designated by the Com- 
mission as Gulf Refining Company’s F. P. C. Gas Rate Schedule No. 6. 


Briefly stated, the position of the applicants is that their basic contracts 
for sale of gas to United, which were accepted for filing as rate schedules by 
the Commission, constitute in their entirety, including the provisions thereof 
ealling for periodic price increases, initial rate schedules which are not subject 
to suspension under Section 4 (e) of the Act and can only be changed by the 
Commission under Section 5 (a) thereof. It is contended that the price increase 
sought in provided in the contract and is an essential and integral part of the 
rate or contract and is not a newly changed rate schedule within the meaning 
of Sections 4 (d) and 4 (e) of the Act. It is argued, therefore, that the Com- 
mission has no jurisdiction to suspend such contract increases, as was done 
in all three dockets here involved. 

Gulf claims that it filed its Supplement No. 1 to its F. P. C. Gas Rate Schedule 
No. 6, requesting the change in rate from 15 cents to 20 cents, under compulsion 
of Section 154.94 (c) of the Commission’s Regulations. It is, in effect, so 
stated in “Exhibit B” to said Supplement No. 1. Section 154.94 (c) reads: 


(c) The operation of any provision of the rate schedule providing for 
future or periodic changes in the rate, charge, classification, or service 
after June 7, 1954, or the operation of any like provision in any initial rate 
schedule filed after June 7, 1954, shall constitute a change in rate schedule. 


Gulf argues that “the Commission in Section 154.94 (c) of the regulations 
erroneously declares that any periodic increase provided for in a contract filed 
as an initial rate schedule shall constitute a change in rate and thus subject to 
Section 4 (d) and (e) of the Act.” Section 154.94 (c) is unquestionably a valid 
regulation. The mere fact that seller and buyer agree on a price increase for 
gas in the future does not abrogate the provision of Section 4 (d) of the Act 
calling for notice of such change 30 days prior to its effective date, nor take away 
the Commission’s authority to suspend it and conduct a hearing concerning its 
lawfulness under Section 4 (e). The very purpose of the provisions of these 
sections of the Act would be thwarted if they could be evaded by agreement 
between the seller and buyer of natural gas. It is well established that the 
provisions of private contracts must yield to regulation under the provisions 
of the Act. 

In support of their aforesaid position, the applicants rely on the decision of 
the Supreme Court in United Gas Pipe Line v. Mobile Gas Service Corporation 
et al., 350 U. 8. 332. The Commission has held that the Mobile opinion has “no 
application in a rate increase proceeding wherein the applicant’s proposed 
increase is in accordance with the provisions of the contract between the applicant 


1 Mississippi River Fuel Corporation v. Federal Power Commission, 121 F. (2) 159; Mia- 
siesippi Power & Light Co. v. Memphis Natural Gas Co., 162 F. (2) 388. 
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and the purchaser.”* There is nothing whatever in the Mobile decision that 
points to the invalidity of Section 154.94 (c) of the Commission’s Regulations. 

As vendors of natural gas which is transported and sold by the purchaser for 
resale in interstate commerce, the applicants are natural-gas companies subject 
to all of the provisions of the Act. The increase from 15 cents to 20 cents per 
M. c. f. in the price of such gas, although provided for in a contract on file with the 
Commission as a rate schedule, is definitely a change in rate requiring proper 
notice under Section 4 (d) of the Act, and constitutes a new schedule subject to 
suspension and hearing upon the lawfulness thereof under the provisions of 
Section 4 (e). The jurisdiction of the Commission to proceed as it has done 
in these consolidated matters cannot logically be questioned, and the applicants’ 
motion to terminate is accordingly denied. 

Other questions raised by the applicants concerning the jurisdiction of the 
Commission over the rate increases here involved have been considered and 
found untenable. 


THE MOTION TO DISALLOW RATE AND DISMISS PROCEEDING 


The applicants presented certain evidence at the hearing and then rested their 
cases. The evidence so presented is all the evidence in the record. Staff counsel 
has moved orally on the record to dismiss the consolidated proceedings and dis- 
allow the increased rate or charge sought by the applicants, because, on the basis 
of said evidence, they have failed to sustain the burden of proof imposed upon 
them by Section 4 (e) of the Act. 

The contractual increase in the price of natural gas here involved, being a 
change in rate within the meaning of Section 4 (d) of the Act, upon the law- 
fulness of which a hearing has been held by order of the Commission under 
the provisions of Section 4 (e), must be shown by the evidence in this record to 
be just and reasonable, or be disallowed by the Commission. The burden of 
showing such a rate increase to be just and reasonable is specifically placed 
upon the natural-gas company seeking such increase by the last sentence of 
Section 4 (e) of the Act, which reads: 


At any hearing involving a rate or charge sought to be increased, the 
burden of proof to show that the increased rate or charge is just and reason- 
able shall be upon the natural-gas company, and the Commission shall give 
to the hearing and decision of such questions preference over the other 
questions pending before it and decide the same as speedily as possible. 


The applicants are natural-gas companies within the meaning of the Act and 
they seek to have their rate increased; and the order of the Commission for a 
hearing upon the lawfulness of this proposed rate set up for trial and decision 
the issue of whether it is just and reasonable. Having the burden of proof, the 
first duty of the applicants was to adduce at the hearing evidence sufficient to show 
that their rate of 20 cents per M. c. f. for natural gas was just and reasonable. 
The presentation by the applicants of insufficient evidence is quite as fatal as the 
offer of no evidence, and in either event the proposed rate would have to be disal- 
lowed. Contrary to the contention of the applicants, there is no statutory require- 
ment, under the situation here presented, that the Commission must find the pro- 
posed rate to be unjust and unreasonable before it may be disallowed. It is 
necessary only that the Commission determine that the applicants have failed to 
show by the evidence in this record that the increased rate is just and reasonable, 


2 Sinclair Oil &€ Gas Company, Docket No. G—10011, order of June 12, 1956, 15 F. P .C. 
1522. 
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and this alone will constitute valid reason for the disallowance of the rate. The 
motion of the Staff presents squarely the question of whether the applicants have 
presented evidence which, standing alone and uncontradicted, is sufficient to show 
that their rate of 20 cents per M. c. f. for their gas is just and reasonable. 

A determination must be made of whether such evidence is in this record. 
To carry the statutory burden the evidence adduced must be adequate to form 
the basis of a finding by the Commission that the proposed rate is just and 
reasonable, and to be such it must be substantial in character. But the ques- 
tion arises as to what substantial evidence will show a rate to be just and rea- 
sonable. What qualities or characteristics must this substantial evidence show 
the rate to have? 

Section 4 (a) of the Act provides that all rates for the transportation or sale 
of natural gas subject to the jurisdiction of the Commission “shall be just and 
reasonable” or otherwise be “unlawful.” There is nothing in the Act, however, 
which in any way defines the words “just and reasonable” as they are used 
therein. The Act does provide that the Commission must decide in a proper 
proceeding whether a jurisdictional rate is just and reasonable. There are 
numerous past decisions of the Commission which afford guidance as to the 
meaning of these statutory words with relation to the rates for the sale of 
natural gas by an interstate pipeline company ; but there is no such considerable 
body of Commission case law insofar as the rates of independent producers are 
concerned, as the Commission has only assumed jurisdiction of such rates since 
the decision in Phillips Petroleum Co. v. Wisconsin, 347 U. S. 672. Of course, 
the Act itself makes no distinction between interstate pipelines and independent 
producers selling natural gas for resale in interstate commerce, and, under 
the Phillips opinion, they both are natural-gas companies subject to all the provi- 
sions of the Act. 

Since assuming this jurisdiction the Commission has declined to fix by order 
of general application any set standards for the regulation of the rates of inde- 
pendent producers. In Docket No. R-142 public notice of proposed rule-making 
was given, in which the Commission invited suggestions as to the principles and 
methods to be applied by it in its regulation of the rates to be charged by inde- 
pendent producers subject to its jurisdiction. Many such suggestions were 
received from variously interested parties in the proceeding so instituted, in 
which briefs and oral argument were received. On December 1, 1955 the Com- 
mission issued its order by which the proceeding in Docket No. R-142 was 
terminated, and found therein as follows: 
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Accordingly, after full consideration of the suggestions, comments, and 
recommendations submitted, it appears to the Commission that adoption of 
any standards, principles, or methods respecting the matters and issues 


involved herein is not appropriate or necessary in carrying out the provisions 
of the Natural Gas Act. Weso find. 


There is nothing in the Act which may be construed as imposing upon the 
Commission the duty to adopt fixed or specifically prescribed standards, prin- 
ciples or methods to be followed in the many cases now before it, and to come 
before it, concerning the regulation of rates of independent producers. It may 
be anticipated that there will be many greatly varying sets of circumstances in 
such cases to which will have to be applied respectively widely different stand- 
ards, principles or methods chosen by the Commission under its statutory author- 
ity. The Commission will have to determine in each case whether the particular 
proposed rate is just and reasonable under the particular circumstances estab- 
lished by the evidence. In making this determination in any case, the Com- 
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mission has the duty to balance, in the public interest, the investors’ rights and 
the consumers’ rights.* The Supreme Court has said, that the primary aim of 
the Act is “to protect consumers against exploitation at the hands of natural 
gas companies”; ‘ and it is, of course, the duty of the Commission to see that 
this aim is accomplished in every case before it concerning the lawfulness of the 
rates of a natural-gas company, be it interstate pipeline or independent producer. 

In deciding what constitutes a just and reasonable rate under the facts of any 
case before it, the Commission has wide latitude within the limits of constitu- 
tional requirements. It is not bound to follow any single formula or combination 
of formulas in making such determination.’ Particular circumstances may call 
for particular formulas or standards. In the present case the applicants are 
independent producers and the Commission has discretion to apply different 
Standards in regulating their rates from those applied in the ease of an inter- 
State pipeline. Different standards may be applied under the varying circum- 
Stances of business operation of different independent producers. 

Section 5 (a) of the Act authorizes the Commission to make the determination 
after hearing of what constitutes a just and reasonable rate, and provides that 
this may be “the lowest reasonable rate”. This lowest reasonable rate must 
not be so low as to be confiscatory in the constitutional sense, and the Commission 
is not required to fix a rate which is barely non-confiscatory. One court opinion 
speaks of a “zone of reasonableness” within which the Commission is free to 
fix a rate higher than the lowest constitutionally valid rate.’ There is no con- 
tention made by the applicants that the rate of 15 cents per M. ec. f. provided in 
the basic contract for the short initial period, is confiscatory, or even that it is 
barely non-confiscatory ; and there is certainly no evidence in this record upon 
which to base such a conclusion. The increase to 20 cents is not sought by the 
applicants because of any inadequacy to them of the 15-cent rate in the con- 
stitutional sense. At least no such inadequacy has been mentioned in this 
proceeding. 

Therefore, in making a determination of whether the proposed increased rate 
has been shown by substantial evidence to be within such “zone of reasonable- 
ness”, the evidence in the record must be carefully examined as to its probative 
value to show that the proposed rate is sufficiently low in a rate-making sense 
to protect the interests of the consumers and prevent their exploitation. Is 
there present in the record substantial evidence to form the basis of a decision 
by the Commission that the rate proposed by the applicants is just and reason- 
able in the light of consumer interests? Does the record hold any evidence 
which shows that the proposed increased rate is not so high as to take it out- 
side of the “zone of reasonableness”? If the record contains no substantial 
evidence sufficient to show that the increased rate of 20 cents per M. c. f. may be 
arrived at through some fair means of balancing investor and consumer interests, 
it must be found that the applicants have failed to carry the burden of proof to 
show that their rate is just and reasonable. 

For the purpose of making a decision upon the motion to dismiss, the evidence 
presented by the applicants, being uncontradicted, is assumed to be true. The 
findings of fact herein are based upon such assumption. 

The evidence-—The applicants contend that they have carried the statutory 
burden of proof imposed upon them. This contention is based largely upon their 
claim that the evidence shows the following : 


3F. P. C. v. Hope Natural Gas Company, 320 U. S. p. 591, 603; Detroit v. F. P. C., 
et al., 230 F. (2) 810, 816. 

*F. P. C. v. Hope Natural Gas Company, supra, p. 610. 

5 F. P. C. v. Natural Gas Pipeline Company, 815 U.S. 575, 586. 

* Ibid., 585, 586. 
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1. The sales contracts here involved were negotiated by unaffiliated companies 
dealing at arm’s length. 

2. Their price of 20 cents per M. c. f. is the prevailing field price. 

3. This price for natural gas is not excessive or unreasonable when compared 
to the price of competitive fuels in the same areas of production and consump- 
tion, but is well below the price of such other fuels. 

It is argued that, because of the circumstances surrounding the negotiations 
leading to the execution of the contracts, it may be concluded that the contract 
price was “representative of the market, and was arrived at by a more than 
willing seller and a reluctant buyer,’ and “that any advantage in bargaining 
position was with the buyer.” From this it is argued that “proof of these cir- 
cumstances is proof that the price is not unfair and is not unreasonable, and 
is proof further that such prices are fair and reasonable.” 

Insofar as is shown by any evidence in this record, the first contract to be 
executed for the sale of natural gas in interstate commerce from the Pistol 
Ridge-Maxie Field was that of April 6, 1954, between Gulf and United. Gulf 
had owned for some years prior to this date forty-five leases in the Pistol Ridge 
Field upon which there had been considerable successful drilling. Gulf had 
been paying rentals upon these leases, along with “shut-in royalty” “for as much 
as three years”. United’s main pipeline had traversed the Pistol Ridge Field 
for a number of years prior to the contract, passing through some of the leased 
land to the lessors of which such shut-in royalty was paid by Gulf. 

The representative of Gulf who personally conducted the negotiations leading 
to the execution of the contract with United, testified that “some conversations” 
had been had with representatives of United concerning the sale of the gas 
which was “shut-in” upon these leases, from time to time since 1952, but that 
the active negotiations resulting in the contract were not begun until after 
certain advice was received from Gulf’s lawyers by letter dated March 17, 1954. 
This letter, in evidence, speaks of all the Gulf leases in the Pistol Ridge Field 
containing “conflicting and very questionable provisions with reference to shut-in 
royalty”, which made it doubtful that Gulf could legally maintain these leases 
beyond their “primary terms” without the production and sale of gas thereunder. 
In addition to this doubt from the legal standpoint, the letter speaks of the 
equities of the situation as follows: 


In addition to this, there is the equity factor to be considered. The fact 
that a reputable gas pipeline traverses this field (and has been doing so 
for a number of years) and even traverses some of the leases on which shut-in 
royalty has been paid for as much as three years, would militate strongly 
against Gulf in the event of litigation. The likelihood is great that the 
equities in this situation, regardless of any provision in the leases, would, 
in all probability, be the overwhelming and motivating factor in any decision 
to be made by the Court. 

Therefore, it would be the act of wisdom for Gulf to produce and sell gas, 
in commercially paying quantities, from these wells before the primary terms 
of these leases are reached and thereby obviate the certainty of adverse liti- 
gation and the possibility of loss of the leases. 


The “primary terms” of Gulf’s forty-five leases in this field all expired during 
1954 and thirty-six of them expired in June 1954. It was, therefore, “the act 
of wisdom for Gulf to produce and sell gas” before the first such expiration date 
in June 1954; and there were prompt negotiations with United after the receipt 
of said legal opinion, which resulted in the contract of April 6, 1954, which is 
Gulf’s F. P. ©. Rate Schedule No. 6. Negotiations for the sale of this gas were 
had with no other company because the closest other pipeline was about thirty 
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miles away and no connection could possibly be constructed to it between March 
and June 1954. The representatives of United were aware at the time of the 
negotiations of Gulf’s desire to “produce and sell” its gas prior to the expiration 
of any of the “primary terms” of its forty-five leases for the reason that its 
lawyers deemed this to be advisable under the provisions of these leases. Gulf’s 
chief negotiator of the contract testified that there was no affiliation between 
Gulf and United and that, in his opinion, United was a “willing buyer” of Gulf’s 
gas. He testified also that, in view of the situation confronting it, Gulf was 
not only a “willing seller” it was an “anxious seller.” There is, however, no 
evidence to sustain the claim made in Crow’s brief that United was “a reluctant 
buyer.” 

The contract of April 6, 1954 between Gulf and United is for a term of twenty 
years. It provides for a beginning price of 15 cents per M. c. f. for a period of 
not to exceed seven months and a minimum price of 20 cents per M. c. f. for 
the balance of the first period of approximately five years, and for minimum 
prices of 21 cents, 22 cents and 23 cents per M. c. f. respectively for each succeed- 
ing five-year period. Gulf’s reason for granting this lower beginning price was 
to permit the recoupment by United of the cost of constructing a pipeline, one 
and one-half miles in length, from its main line to the point of delivery of the 
gas at the outlet of the Gulf dehydration plant in this field. Gulf would not 
have made this concession in price but for the imminence of the possible loss of 
its leases, in the opinion of its lawyers. By the terms of the contract the 20-cent 
rate became effective January 14, 1955, seven months after the first delivery of 
gas thereunder on June 14, 1954. 

The contract between Crow and United for the sale of natural gas here in- 
volved was executed on June 21, 1954, shortly after the first delivery of gas 
was made by Gulf to United. Crow likewise agreed to a lower price for the 
initial period which ended by the terms of the contract on January 1, 1955. 
This initial price of 15 cents per M. c. f. was also granted by Crow for the pur- 
pose of permitting recoupment by United of some of the cost of the construction 
of its pipelines which were to transport the gas to its main pipeline. Beginning 
in August 1954 thirty other contracts were executed for the sale of gas from 
the Pistol Ridge-Maxie Field, in all of which the initial price was 20 cents per 
M. c.f. These contracts and the Crow contract were likewise for 20 years and 
all provided for the same periodic increases in price after each five-year period, 
as those contained in the contract between Gulf and United. 

There were received in evidence, as an exhibit, photostatic copies of certain 
provisions of the Mississippi law relating to the Conservation of Crude Oil and 
Natural Gas, and copies of certain regulations adopted pursuant to its authority 
thereunder, by the Mississippi State Oil and Gas Board. Attention was called 
by the applicants to the provisions of said law imposing penalties for violations 
of its provisions or of any rules, regulations, or orders of the Board, and to 
Rule 48 of the Board, entitled “Ratable Take” and reading as follows: 


Each person now or hereafter engaged in the business of purchasing oil 
or gas from owners, operators, or producers shall purchase without discrimi- 
nation in favor of one owner, operator, or producer against another in the 
same common source of supply. 


The applicants construe the above rule as meaning that a purchaser of natural 
gas in Mississippi must pay the same price to every seller whose gas comes 
from the same common source of supply. They urge that this rule not be inter- 
ferred with by the Commission because it is a valid conservation measure of the 
State of Mississippi. It may be assumed that it was because of said rule that 
every other contract for gas here involved, executed subsequently to Gulf’s con- 
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tract of April 6, 1954, contained the same price of 20 cents per M. c. f. provided 
in Gulf’s contract after the initial period of seven months. 

There are 28 wells in the Pistol Ridge Field which produce from five different 
sands; and there are 36 wells in the Maxie Field which produce from these 
different sands. There is a diversity of ownership in both the wells and the 
gathering facilities in the Pistol Ridge Field. There are numerous companies 
and individuals owning interests in the gas which is produced and delivered to 
United through facilities operated by Gulf in the Pistol Ridge-Maxie Field. There 
are 31 independent producers and one pipeline producer in the Pistol Ridge 
Maxie Field which have contracts with United for the sale of their gas produced 
there. All of these contracts are for a term of 20 years and call for a price of 
20 cents for M. c. f. as of May 1, 1955, with increases in minimum prices corre- 
sponding to those in the contract between Gulf and United. With the exception of 
Gulf and Crow, all of said producers are today collecting unconditionally 20 
cents per M. c. f. for their gas. Gulf and Crow are collecting 20 cents under bond 
and subject to refund. Gaylord Container Corporation takes its gas in kind 
from said field for use in its plant and it pays royalty owners for this gas on 
the basis of 20 cents per M. c. f. 

A consulting engineer testified that he had been employed by Gulf to review 
the sales contracts of independent producers in the Pistol Ridge-Maxie Field 
on file with the Commission, and to look into the question of competing fuels in 
the service area of United. Exhibits were presented by this witness summar- 
izing the contents of said sales contracts, which summary showed that all of 
these other independent producers were receiving 20 cents per M. ec. f. for their 
gas as of May 1, 1955. 

He gave testimony which showed that on the basis of their respective heating 
values the price of 20 cents per M. c. f. for natural gas was considerably lower 
than the prices of crude petroleum, liquefied petroleum gases, fuel oil and coal 
in certain areas served by United. In this connection he testified that “there 
is a very definite relationship between the price or value of natural gas and the 
price or value of crude petroleum and refined petroleum products.” He pointed 
out that natural gas was directly competitive with certain of these fuels in certain 
fields. Upon the basis of testimony by another witness that the approximate 
cost per 100 miles of transporting natural gas in the area served by United 
is from 114 cents to 2 cents per M. c. f., this witness testified that 20-cent gas 
from the field here involved could be transported up to 400 miles “before the 
transmitted cost of that gas would get anywhere near to the prevailing prices 
at the refineries of No. 2 and No. 6 fuel oil.” 

The consulting engineer also testified that his calculations showed that, on the 
basis of 1955 deliveries by Gulf to United from this field, the difference between 
the 15-cent rate and the 20-cent rate would amount to “less than one-tenth of 
one percent of the total natural gas revenues” of United for 1954. 

Officers of Crow testified that it was practically impossible and certainly 
impracticable to give from their records as presently kept the actual cost of the 
production of their natural gas being sold to United. The only figures given by 
Crow were contained in an exhibit entitled “Statement of Total Drilling and Acre- 
age Costs of Wells in Which Crow Drilling Participated on a Part Ownership Basis 
from February 1, 1947 through December 31, 1955.” The exhibit and supporting 
testimony was not limited to wells in the Pistol Ridge-Maxie Field but covered 
wells throughout the State of Mississippi. No exhibit or testimony offered by 
Crow or Gulf contains anything from which might be calculated the cost of 
production of the gas here involved. There is in evidence no true cost information 
which might be useful from a rate-making standpoint, offered either by Crow 

















































































































































































236 FEDERAL POWER COMMISSION 


or by Gulf. This comment upon the absence of such cost information from the 
record is in no sense a ruling upon the probative force of such evidence in this 
or any other rate proceeding before the Commission. 

It is believed that the foregoing findings of fact, based upon the evidence, 
cover all statements of fact set forth in the briefs of the parties in support of 
their contentions. 

Conclusions.—The rate of 20 cents per M. c. f. sought by the two applicants 
here must be disallowed upon the ground that the applicants have not carried 
the burden of proof imposed upon them. The evidence upon which the applicants 
rested their cases shows nothing more than (1) that the contracts here involved 
were executed at arm’s length by unaffiliated companies, (2) that United has 
contracted to pay 20 cents per M. c. f. for all gas now being purchased by it in 
the Pistol Ridge-Maxie Field and that said price is therefore the prevailing field 
price, and (3) that said price of gas is lower, on the basis of heating value, than 
the prices of various other competitive fuels. 

The Commission has held that “evidence of field prices and arm’s-length bar- 
gaining, alone, does not sustain the burden of proof under a Section 4 or Sec- 
tion 5 proceeding.” * Adding to “evidence of field prices and arm’s-length bar- 
gaining” evidence which shows only that the proposed increased rate is lower, on 
the basis of heating value, than the price of competitive fuels, the total evidence in 
this record still makes no substantial showing that the rate of 20 cents per 
M. c. f. for the natural gas here involved is within a “zone of reasonableness” 
in which both the interests of the investors and the interests of the consumers 
would be in fair balance. Without proof in this record so to show, the appli- 
cants have failed to establish that their proposed increased rate is just and 
reasonable within the meaning of the Act. 

Crow contends in its brief that the application of the “rate-base method” in 
determining what constitutes a just and reasonable rate to be charged by an 
independent producer “would lead to chaos and would probably result in the 
destruction of the business of drilling and exploring for gas.” No part of this 
decision should be construed as recommending the application of any particular 
method or formula in determining whether applicants’ rate is lawful. No 
attempt is here made to prescribe, or even suggest, the type or character of 
evidence which should be presented by these, or any other natural-gas companies, 
in order to carry the burden of proof to show a proposed increased rate to be 
“just and reasonable” within the meaning given to these statutory words by 
the Courts. A natural-gas company, having this burden of proof in a rate pro- 
ceeding under the Act, has the right to make its own determination as to what 
evidence it will present. But this right is as well a responsibility, and if the 
evidence chosen for presentation is insufficient to carry this burden, the increased 
rate should be disallowed by the Commission. This is the clear intent of the 
Congress expressed in Section 4 of the Act. 

There has been hereinbefore discussed the rule of the Mississippi Oil and Gas 
Board, construed by Gulf to require the payment of the same unit price to all 
producers of gas in the Pistol Ridge-Maxie Field. Gulf urges that the Com- 
mission not interfere with the enforcement of said rule, a conservation measure, 
and permit it and Crow to receive the price of 20 cents per M. ec. f. now paid 
to all other producers in the field except them. Attention is called to the fact 
that the Mississippi Board did not fix the price of 20 cents; and the uniform 
price under the rule and Mississippi law might just as well be a different price 


™Commission order of January 13, 1956, Cities Service Gas Co., et al., Docket Nos. 
G-2569 and G-2570, 15 F. P. C. 1020; Commission order of June 29, 1956, Christie 
Mitchell & Mitchell, Docket No. G-3669, 15 F. P. C. 758. 
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found by the Commission to be just and reasonable under the Act. There can 
be no doubt of the Commission’s exclusive jurisdiction under the Act to regulate 
rates for wholesales of natural gas in interstate commerce such as those here 
in question.* Furthermore, the 20-cent rate paid to other producers in this field, 
is not a criterion here for the determination of the justness and reasonableness 
of the rates of Crow and Gulf, as it has not been passed upon in a single case 
as a lawful rate under the Act. 

In its reply brief Gulf has called arbitrary and unreasonable the denial by 
the Secretary, sustained by the Commission, of its motion for postponement of 
the hearing upon the ground that it was not given reasonable notice thereof. It 
should be pointed out that Gulf made no application to the Presiding Examiner 
for further opportunity than that given it to prepare and present its case. The 
brief does not aver the loss of any right by the denial of said motion. 

All contentions and argument of the parties have been given consideration. 
This decision is based upon the entire record. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, findings and con- 
clusions are made in addition to the findings and conclusions hereinbefore stated, 
as follows: 

(1) The Commission had jurisdiction to suspend, and to enter upon a hearing 
concerning the lawfulness of, the increased rates and charges sought by the 
applicants, and contained in Supplements No. 1, No. 2 and No. 3 to Crow’s F. P. C. 
Gas Rate Schedule No. 2, and Supplement No. 1 to Gulf’s F. P. C. Gas Rate 
Schedule No. 6; and the motion made by the applicants to terminate this pro- 
ceeding should therefore be denied. 

(2) The evidence in the record does not show the rates and charges described 
in finding (1) above to be just and reasonable within the meaning of the Act. 

(3) The motion of Staff counsel to dismiss the proceeding and disallow the 
increased rates and charges described in finding (1) above should be granted 
upon the ground that the applicants have not sustained the burden of proof, 
imposed upon them by Section 4 of the Act, to show said rates and charges to be 
just and reasonable within the meaning of the Act. 


ORDER 


Wherefore it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The motion of the applicants to terminate this proceeding is hereby denied. 

(B) The increased rates and charges contained in Supplements No. 1, No. 2 
and No. 3 to Crow’s F. P. C. Gas Rate Schedule No. 2, and in Supplement No. 1 
to Gulf’s F. P. C. Gas Rate Schedule No. 6, are hereby disallowed. 

(C) Within thirty days from the issuance of this order Crow shall refund to 
United the difference between the amounts collected from United under the 
rate of 20 cents per M. c. f., permitted by the Commission to become effective 
under bond on April 15, 1955, and the amounts which would have been payable 
by United for the volumes of gas purchased on and after said date at the rate of 
15 cents per M. c. f. which was effective on and prior to April 14, 1955, and which 
continues thereafter because of the disallowance of Crow’s increased rate in 
Paragraph (B) above, together with interest at the rate of 6 percent per annum 


8 State Corporation Commission of Kansas v. F. P. C., 206 F. (2) 690, 702. 
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from the respective dates of receipt of such excess amounts during the refund 
period to the date of refund. Crow shall bear all costs of such refunding. 
Commission in writing and under oath the details of its calculations resulting in 

(D) Within 45 days from the issuance of this order Crow shall report to the 
Commission in writing and under oath the details of its calculations resulting in 
the refunds ordered pursuant to Paragraph (C) above, together with a copy 
of the release from United with respect to such refunds. 

(E) Within 30 days from the issuance of this order Gulf shall refund to United 
the difference between the amounts collected from United under the rate of 20 
cents per M. c. f. permitted by the Commission to become effective under bond on 
April 6, 1955, and the amounts which would have been payable by United for 
the volumes of gas purchased on and after said date at the rate of 15 cents 
per M. c. f. which was effective on and prior to April 5, 1955, and which continues 
thereafter because of the disallowance of Gulf’s increased rate in Paragraph 
(B) above, together with interest at the rate of 6 percent per annum from the 
respective dates of receipt of such excess amounts during the refund period to 
the date of refund. Gulf shall bear all costs of such refunding. 

(F) Within 45 days from the issuance of this order Gulf shall report to the 
Commission in writing and under oath the details of its calculations resulting 
in the refunds ordered pursuant to Paragraph (E) hereof, together with a copy 
of the release from United with respect to such refunds. 

(G) The refund by Gulf ordered in Paragraph (E) above, shall include the 
applicable portion of the Mississippi severance tax provided for by Supplement 
No. 2 to Gulf’s F. P. C. Gas Rate Schedule No. 6, which was permitted to become 
effective as of September 23, 1955 by an order of the Commission issued October 
31, 1955 in Docket No. G—8516, and the 15-cent rate hereinabove-described in 
Paragraph (©), which continues in effect, shall be adjusted for billing purposes 
from and after September 23, 1955 for the Mississippi severance tax permitted 
to become effective by said order issued October 31, 1955. 

(H) The motion of Staff counsel to dismiss the proceeding is hereby granted, 
and this proceeding is hereby dismissed and terminated. 

DANIEL J. KELLY, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FINDINGS AND ORDER AFFIRMING INITIAL DECISION OF PRESIDING 
EXAMINER AND DENYING MOTION FOR ORAL ARGUMENT 


Issued February 6, 1957* 


These are rate proceedings arising under Sections 4 and 15 of the Natural 
Gas Act. They involve increased rates and charges for natural gas produced 
from the Maxie and Pistol Ridge Fields in Mississippi by Crow Drilling Company, 
Inec., (Crow) and Gulf Refining Company (Gulf) and sold to United Gas Pine 
Line Company (United). Under basic contracts, Crow and Gulf agreed to 
rates of 15¢ per M. c. f. The rate increases here subject to our review would 
increase the rates from 15 cents per M. c. f. to 20 cents per M. c. f. The in- 
creases would amount to approximately $36,000 annually for sales by Crow 
and approximately $146,000 annually for sales by Gulf. 

The basic contract between Crow and United, dated June 21, 1954, provided 
for an initial rate of 15 cents per M. ec. f. effective as to sales from that date. 


*Rehearing denied by order issued April 1, 1957. 
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This contract was filed on December 1, 1954, and designated as Crow’s F. P. C. 
Gas Rate Schedule No. 2. With its filing, Crow included a letter dated Novem- 
ber 16, 1954, requesting an increase from 15 cents per M. c. f. to 20 cents per 
M. c. f. to be effective on January 1, 1955. This letter was designated as Supple- 
ment No. 1 to Crow’s F. P. C. Gas Rate Schedule No. 2. 

Also, by agreement between Crow and United dated December 16, 1954, the 
basic contract was amended to provide for a rate of 20 cents per M. c. f. effective 
from November 24, 1954, to November 24, 1959. This amendment to the basic 
contract, together with a letter requesting that the amendment be made effective 
as of November 24, 1954, was filed with the Commission on January 24, 1955. 
The amended contract and the letter were designated as Supplements Nos. 2 and 
3 to Crow’s F. P. C. Gas Rate Schedule No. 2. It should be noted that Supple- 
ments Nos. 2 and 3 involve the same sales of gas as covered in Supplement No. 1. 

The basic contract between Gulf and United, dated April 6, 1954, provided 
for an initial rate of 15 cents per M. c. f., which was the effective rate on 
June 7, 1954. This contract was filed on November 30, 1954, and was designated 
as Gulf’s F. P. C. Gas Rate Schedule No. 6. On January 26, 1955, Gulf filed 
Supplement No. 1 to its F. P. C. Gas Rate Schedule No. 6, providing for a 
change in rate from 15 cents per M. c. f. to 20 cents per M. c. f. to be effective 
from January 14, 1955. 

By orders issued on January 3, 1955 (docket No. G—6622), February 24, 1955 
(docket No. G-8510) and February 25, 1955 (docket No. G—8516), we suspended 
the effectiveness of the increased rates of Crow and Gulf. By later orders issued 
June 2, 1955 (docket No. G—-8516) and June 17, 1955 (docket Nos. G—6622 and 
G-8510) the 20-cent rates were permitted to go into effect subject to refund as 
of April 6, 1955, for Gulf and as of April 15, 1955, for Crow. 

By order issued February 28, 1956, we consolidated the three dockets for 
hearing on March 26, 1956. At completion of the applicant’s case-in-chief, staff 
counsel moved to dismiss for failure, on the part of the applicants, to sustain 
their burden of proof to show that the increased rates are just and reasonable. 
The presiding examiner, in his initial decision issued on October 19, 1956, denied 
motions to terminate the proceedings filed by Gulf and Crow, and granted a 
motion to dismiss filed by staff counsel on the ground that applicants had failed 
to sustain their burden of proof under section 4 (e) to show that the increased 
rates are just and reasonable. Accordingly, the presiding examiner ordered 
refunds of the difference between the amounts collected subject to refund at the 
20-cent rate and the amounts which would have been collected under the 15-cent 
rate previously in effect. 

The proceedings are now before us upon exceptions to the examiner’s decision 
filed by Gulf on November 7, 1956, and concurred in by Crow. The exceptions 
raise three basic issues: (1) Are the increases in rates filed by Crow and Gulf 
subject to Commission review under section 4 (e)? (2) Does the evidence pre- 
sented by the applicants show the increased rates to be just and reasonable? 
(3) Are the Rules and Regulations of the Mississippi State Oil and Gas 
Board binding upon this Commission in the exercise of its rate jurisdiction 
under section 4 of the Natural Gas Act, requiring it to permit the applicants to 
receive the price being paid to all other producers in the Pistol Ridge-Maxie 
Field? 

We find that the essential facts in these proceedings are substantially similar 
to those In the Matters of Union Oil Company of California, et al., docket Nos. 
G—4331, et al., 16 F. P. C. 100, and that the rationale of that decision is controlling 
here. For this reason, we need deal with the applicants’ contentions only briefly 
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and we consider it unnecessary to hear oral argument as requested by Gulf by 
motion filed November 7, 1956. 

Applicants claim that the increases from 15 cents per M. c. f. to 20 cents per 
M. c. f. do not constitute changes in rates subject to our review under section 
4 of the Natural Gas Act. Their contention is erroneous. Section 4 (c) provides 
that “[U]nder such rules and regulations as the Commission may prescribe,” 
every natural-gas company shall file schedules showing all rates and charges for 
any transportation or sale subject to the jurisdiction of the Commission. Pur- 
suant to Sections 4 and 16 of the Act, the Commission issued section 154.94 
of its Regulations. This section requires that “No change shall be made in any 
rate, charge, or service in effect on or after June 7, 1954, for the interstate trans- 
portation or sale of natural gas in interstate commerce subject to the jurisdiction 
of the Commission by any independent producer required to file rate schedules 
pursuant to section 154.92 hereof, without first filing a change in rates pur- 
suant to Section 4 (d) of the Natural Gas Act and in accordance with this 
section,” * 

Further, a change in rate is defined to include “[T]he operation of any provi- 
sion of the rate schedule providing for future or periodic changes in the rate, 
charge, classification, or service after June 7, 1954, or the operation of any like 
provision in any initial rate schedule filed after June 7, 1954. * * *”? 

It is clear, that both Crow and Gulf propose an increase in their previously 
effective rates. The fact that the increases may have been anticipated in the 
basic contractual agreement does not make compliance with section 4 (d) of 
the Act and the applicable Regulations unnecessary. The changes in rates filed 
by Crow and Gulf are subject to our review jurisdiction under section 4 (e). 
United Gas Pipe Line Company v. Mobile Gas Service Corporation, 350 U.S. 332; 
Mississippi Power & Light Company v. Memphis Natural Gas Company, 162 F. 2d 
388, 390 (C. A. 5, 1940), certiorari denied, 332 U. S. 770; In the Matters of Union 
Oil Company of California, et al., docket Nos. G-4331 et al. opinion No. 300 issued 
December 6, 1956. 

With respect to the second issue presented by the exceptions, the applicants 
claim that reasonableness of the increased rates is shown by evidence (1) of 
their bargaining position at the time the contract with United was negotiated ; 
(2) of other prices currently being paid in the Pistol Ridge-Maxie Field; (3) 
of the comparative prices of competitive fuels; and (4) of the de minimis effect 
of the amounts involved in this proceeding upon United’s overall operations. 
These contentions present for our consideration the same question posed in the 
Union Oil case, supra. Does the Natural Gas Act permit the Commission to 
approve the increased rates sought to be justified here through evidence of arm’s- 
length bargaining, field prices and commodity or market value of the gas when 
there is no evidence that the increased rates are no higher than necessary to 
encourage exploration for and production of known and future gas reserves? 
The answer here is the same as that which controlled our decision in the Union 
Oil case. “On this record it is not possible to strike a fair balance between 
investor and consumer interests .We cannot be sure that the rates are sufficient 
to promote exploration for and development of gas supplies and, at the same 
time, to provide the protection to the ultimate consumer contemplated by the 
Act.” (16 F. P. C. 100,110) In City of Detroit v. Federal Power Commission, 
230 F. 2d 810 (C. A. D. C., 1956), certiorari denied 352 U. 8. 829, the Court held 
that the Commission must always “relate its action to the primary aim of the 


1 Section 154.94 (a), 15.C. F. R. 154.94 (a). 
2 Section 154.94 (c), 15 C. F. R. 154.94 (c). 
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Act to guard the consumer against excessive rates. If the Commission con- 
templates increasing rates for the purpose of encouraging exploration and de- 
velopment, * * * it must see to it that the increase is in fact needed, and is no 
more than is needed, for the purpose. Further than this we think the Commis- 
sion cannot go without additional authority from Congress” Id. at 817. The 
conventional rate-base method must be used, at least, as a basis of comparison 
or point of departure. This record contains nothing which could be used as 
the basis of comparison found essential by the Court in the City of Detroit case, 
supra., at 818-819. 

Crow and Gulf make a further contention not present in the Union Oil case, 
that Rule 48 of the Rules and Regulations of the Mississippi State Oil and Gas 
Board is binding upon this Commission in the exercise of its rate jurisdiction 
and requires it to permit the applicants to receive the same price being paid to 
all other producers in the Pistol Ridge-Maxie Field. That Rule provides: 





Each person now or hereafter engaged in the business of purchasing oil or 
gas from owners, operators, or producers shall purchase without discrim- 


ination in favor of one owner, operator, or producer against another in the 
same common source of supply. 


Applicants construe this provision to mean that United must take from the 
Pistol Ridge-Maxie Field from all sellers without discrimination as to quantity 
or price and that the price must be 20 cents per M. c. f. 

Evidence presented by Gulf shows that the gas which it sells to United from 
the Pistol Ridge-Maxie Field is transported across the Mississippi state line in 
the direction of Mobile, Alabama and Pensacola, Florida. Further, we take 
official notice of our orders issued on June 27, 1955, In the Matter of Crow Drilling 
Company, Inc., docket No. G-7313, and on June 4, 1956, In the Matters of Gulf 
Refining Company et al., docket Nos. G-7168 et al. By these orders Crow and 
Gulf, respectively, were issued certificates of public convenience and necessity 
authorizing the sales of natural gas to United involved in these proceedings. The 
sales to United were found to be sales of natural gas for resale in interstate 
commerce. As such, they are subject to the exclusive jurisdiction of this Com- 
mission. In this regard, the decision in State Corporation Commission of Kansas 
v. Federal Power Commission, 206 F. 2d. 690 (C. A. 8, 1953) certiorari denied, 
346 U. S. 922, is controlling. The Court there held (at page 705) : 


In that state of the federal law there is no room for the exercise of any 
local power to obstruct or prevent the lawful functioning of the federal 
agency entrusted with the federal power of regulation. The federal power 
to regulate the commerce in natural gas derives directly from its constitution 
and is, of course, the dominant power. To the extent that Congress has 
entered the field, exercised its power and authorized the Commission to regu- 
late charges by natural gas companies for the gas they produce and sell in 
interstate commerce for resale, its mandate must prevail. 


The Commission further finds: 


(1) Crow and Gulf are independent producers of natural gas, engaged in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and each is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act. 

(2) The sales of natural gas by Crow to United made pursuant to the pro- 
visions of Crow’s F. P. C. Gas Rate Schedule No. 2 and Supplements Nos. 1, 2, 
and 38 thereto, are sales in interstate commerce of natural gas for resale for 
ultimate public consumption within the meaning of the Natural Gas Act. 
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(3) The sales of natural gas by Gulf to United made pursuant to the pro- 
visions of Gulf’s F. P. C. Gas Rate Schedule No. 6 and Supplement No. 1 thereto, 
are sales in interstate commerce of natural gas for resale for ultimate public 
consumption within the meaning of the Natural Gas Act. 

(4) The increasd rates and charges embodied in Supplements Nos. 1, 2, and 3 
to Crow’s F. P. C. Gas Rate Schedule No. 2 and in Supplement No. 1 to Gulf’s 
F. P. C. Gas Rate Schedule No. 6 constitute changes in rates and charges within 
the meaning of section 4 (d) and (e) of the Natural Gas Act. 

(5) Evidence of arm’s-length bargaining and of market value of the gas sold 
by the applicants, without evidence that the increased rates are no higher than 
necessary to encourage exploration for and production of known and future gas 
reserves, is not sufficient to prove the justness and reasonableness of the in- 
creased rates, 

(6) Our delegated rate-making authority under the Natural Gas Act does not 
empower us to determine just and reasonable rates on the basis of arm’s-length 
bargaining and market value alone, without evidence that the increased rates 
are no higher than necessary to encourage exploration for and production of 
known and future gas reserves of the applicants. 

(7) Crow and Gulf have failed to sustain the burden of proof imposed upon 
them under Section 4 (e) of the Natural Gas Act to show that their increased 
rates and charges are just and reasonable. 

(8) It is appropriate and in the public interest that the time for making of 
refunds should be fixed at 70 days from the date of issuance of this order. 

(9) Subject to the modifications set forth herein the initial decision of the 


presiding examiner issued in these consolidated proceedings on October 19, 1956, 
should be affirmed. 


The Commission orders: 


(A) Paragraphs (C), (D), (EB), and (F) of the initial decision of the pre- 
siding examiner is hereby modified to provide as follows: 

(C) Within 70 days from the issuance of this order Crow shall refund to 
United the difference between amounts collected from United under the rate of 
20 cents per M. c. f., permitted by the Commission to become effective under 
bond on April 15, 1955, and the amounts which would have been payable by 
United for the volumes of gas purchased on and after said date at the rate of 
15 cents per M. c. f. which was effective on and prior to April 14, 1955, and 
which continues thereafter because of the disallowance of Crow’s increased rate 
in paragraph (B) above, together with interest at the rate of 6% per annum 
from the respective dates of receipt of such excess amounts during the refund 
period to the date of refund. Crow shall bear all costs of such refunding. 

(D) Within 90 days from the issuance of this order Crow shall report to 
the Commission in writing and under oath the details of its calculations result- 
ing in the refunds ordered pursuant to paragraph (C) above, together with a 
copy of the release from United with respect to such funds. 

(E) Within 70 days from the issuance of this order Gulf shall refund to United 
the difference between the amounts collected from United under the rate of 
20 cents per M. c. f. permitted by the Commission to become effective under bond 
on April 6, 1955, and the amounts which would have been payable by United 
for the volumes of gas purchased on and after said date at the rate of 15 cents 
per M. c. f. which was effective on and prior to April 5, 1955, and which continues 
thereafter because of the disallowance of Gulf'’s increased rate in paragraph 
(B) above, together with interest at the rate of 6 percent per annum from the 
respective dates of receipt of such excess amounts during the refund period to 
the date of refund. Gulf shall bear all costs of such refunding. 





FEDERAL POWER COMMISSION 243 


(F) Within 90 days from the issuance of this order Gulf shall report to the 
Commission in writing and under oath the details of its calculations resulting 
in the refunds ordered pursuant to paragraph (E) hereof, together with a copy 
of the release from United with respect to such refunds. 

(B) Subject to the modifications set forth herein, the initial decision of the 
presiding examiner issued in these consolidated proceedings on October 19, 1956, is 
hereby affirmed, and the motion to dismiss the rate increase proceedings filed 
by staff counsel for failure on the part of the applicants to sustain the burden 
of proof under Section 4 (e) of the Act, is hereby granted. 

(C) The motion for oral argument filed by Gulf on November 7, 1956, is hereby 
denied. 

(D) Upon the completion of refunds to the satisfaction of the Commission as 
ordered in paragraphs (C) and (E) above, and the reporting pursuant to para- 
graphs (D) and (F) above, the proceedings herein shall be terminated. 

Commissioners Digby and Stueck dissenting. 


Diesy and Stveck, Commissioners, dissenting : 

We dissent from the majority in this case for reasons set forth in our dissent 
to Opinion No. 300, Union Oil Company of California, et al., Docket No. G—4331, 
et al., 16 F. P. C. 100, and attach hereto a copy of that dissenting opinion which 
is adopted as our dissent on all relevant issues in this proceeding.* 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SINCLAIR OIL & GAS COMPANY ET AL., DOCKET NOS. G-9291 and G-9292; 
SINCLAIR OIL & GAS COMPANY ET AL., DOCKET NOS. G-9716, G-9717, 
G-9718, G-10011, G-10293, G-11343, G-11344, and G-11345 


ORDER AMENDING ORDER INSTITUTING INVESTIGATION, CONSOLIDATING PROCEEDINGS, 
AND FIXING DATE OF HEARING 


Issued February 6, 1957 


By order issued January 27, 1956, 15 F. P. C. 1076, in the proceedings in Docket 
Nos. G—9291 and G—9292, the Commission instituted an investigation of Sinclair 
Oil & Gas Company (Sinclair) for the purpose of enabling the Commission to 
determine whether, with respect to any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, made or proposed to be made by 
the respondent, Sinclair, any of the rates, charges, or classifications demanded, 
observed, charged, or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential. The said order of January 27, 1956, provided, 
inter alia, that a public hearing be held in these proceedings upon a date to be 
fixed by further order of the Commission. 

The proceedings in Docket Nos. G—9291 and G—9292 are included in the 
sixteen complaint cases simultaneously filed under the provisions of Section 
5 (a) of the Natural Gas Act. In each such proceeding, by order issued January 
27, 1956, the Commission initiated a general investigation of the jurisdictional 
rates of respondent. 

Actual field investigations in these cases have been commenced by the staff. 
To aid in expediting and supplementing these investigations, some of the re- 


*For the contents of the dissenting opinion, see p. 196. 
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spondents in these sixteen proceedings, including respondent here, entered into 
a cooperative effort at the suggestion of the staff to brief and analyze all inde- 
pendent producer rate schedules on file with the Commission through June 30, 
1956, covering all areas in the United States, except the Appalachian area, 
where the coverage will be representative but not complete. The objective 
of this cooperative effort is to make field-price data available for verification 
and sponsorship by the staff and other parties in interest. 

The task of compiling such data has been under way for some time, but 
its proportions are such as to make it now appear that it cannot be concluded 
until around April 1, 1957. It is manifestly desirable that these data be avail- 
able to all parties, including the staff, before the staff completes its presenta- 
tion in this case. It is likewise desirable that all of these cases go forward as 
expeditiously as circumstances permit. Since the status of the staff investigation 
here will permit it, we have, therefore, determined to order the commencement 
of hearings in this proceeding at this time to enable the staff to present its 
evidence with respect to cost of service and to form and level of rates and to 
permit cross-examination with respect thereto. Further hearings to afford the 
staff an opportunity to present field-price evidence and to afford respondent and 
other parties hereto an opportunity to present evidence shall be deferred 
pending further order of the Commission. 

The Commission’s records show that certain gas rate schedules on file with 
the Commission, namely, Sinclair, et al., F. P. C. Gas Rate Schedule Nos. 60 
through 75 and 82, are filed on behalf of four co-owner independent producers, 
Sinclair, H. D. S. Eastern Corporation, Alban Oil & Gas Corporation, and 
Fifty-First Street Associates, Inc., each of which is a signatory to each of 
said rate schedules. 

In each of the eight other proceedings hereinabove designated 1 the Commission 
has heretofore issued its order suspending proposed increases in rates and 
charges for sales of natural gas in interstate commerce by either Sinclair or 
Sinclair et al.,2 for resale. The sales and deliveries of gas involved in the 
eight designated suspension dockets are made to Frank C. Henderson Trust No. 
2, Elizabeth P. Henderson Trust No. 2, Natural Gas Pipeline Company of America, 
Phillips Petroleum Company, and Texas Eastern Transmission Corporation. 
Such sales and deliveries of gas by Sinclair and Sinclair, et al., embrace questions 
of law and fact interrelated with those inherent in the matters involved and 
the issues presented in the proceedings in Docket Nos. G-9291 and G—9292. 


The Commission finds: 


(1) It is appropriate in the premises, in order to effectuate the purposes of 
the Natural Gas Act and to aid in the enforcement of the provisions thereof, 
that the order instituting investigation of respondent, Sinclair Oil & Gas Com- 
pany, issued in the proceedings in Docket Nos. G-9291 and G—9292 on January 
27, 1956, be amended to include as respondents those signatory party sellers 
heretofore designated who participate as co-owners with Sinclair in sales of 
natural gas in interstate commerce for resale. 

(2) It is appropriate and in the public interest in carrying out the pro- 
visions of the Natural Gas Act and good cause exists to consolidate all of the 
above-designated proceedings for the purpose of hearing. 


1 Docket Nos. G-9716, G-9717, G-9718, G-—10011, G-10293, G-—11343, G—11344, and 
G-11345. 


2H. D. S. Eastern Corporation, Alban Oil & Gas Corporation, and Fifty-First Street 
Associates, Inc. 
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The Commission orders: 


(A) Paragraphs (A) and (B) of the Order Instituting Investigation in the 
proceedings in Docket Nos. G-9291 and G—9292, issued on January 27, 1956, 
be and the same are hereby amended to read as follows: 





(A) An investigation of respondents, Sinclair Oil & Gas Company, H. D. 8. 
Eastern Corporation, Alban Oil & Gas Corporation, and Fifty-First Street 
Associates, Inc., be and it hereby is instituted under the provisions of the 
Natural Gas Act for the purpose of enabling the Commission to determine 
whether, with respect to any transportation or sale of natural gas, subject 
to the jurisdiction of the Commission, made or proposed to be made by such 
respondents, any of the rates, charges, or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices, or contracts affect- 
ing such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find that any 
of the respondents’ rates, charges, classifications, rules, regulations, practices, 
or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will 
thereupon determine and fix by order or orders just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be 
thereafter observed and in force. 













(B) Pursuant to the authority contained in and subject to the jurisdication 
conferred upon the Federal Power Commission by the Natural Gas Act, including, 
particularly, Sections 4, 5, 14, 15, and 16 thereof, and the Commission’s Rules and 
Regulations (18 C. F. R., Chapter I), the proceedings in the above-designated 
Docket Nos. G—9291, G-9292, G-9716, G-9717, G-9718, G-10011, G—-10293, G—11343, 
G—11344, and G—11345 be and the same hereby are consolidated for the purpose of 
hearing. 

(C) A public hearing be held commencing February 25, 1957, at 10:00 a. m. 
(E. S. T.) in a hearing room of the Federal Power Commission, 441 G Street, 
N. W., Washington, D. C., concerning the matters involved and the issues pre- 
sented in the consolidated proceedings designated in paragraph (B) above. 

(D) Interested state commissions may participate as provided by Sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure (18 C. F. R. 
1.8 and 1.37 (f)). 

















Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-9124 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued February 7, 1957 









Northern Natural Gas Company (Applicant), a Delaware corporation having 
its principal place of business in Omaha, Nebraska, filed on July 11, 1955 an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing it to construct and operate certain 
natural gas facilities and to render service as hereinafter described, subject 
506455—59. 18 
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to the jurisdiction of the Commission, all as more fully represented in the appli- 
cation which is on file with the Commission and open for public inspection. 

Applicant proposes to contruct and operate a measuring and regulating station 
at a point on its existing Blair Nebraska 6-inch branch line located in the 8S. E4 
of Section 12, Twp. 18 N., R. 8 E. near the community of Nickerson, Dodge County, 
Nebraska. It is proposed to use these facilities for the sale and delivery of 
natural gas by Applicant to Central Electric & Gas Company (Central) for 
resale on an interruptible basis to the Gifford Alfalfa Company for use in its 
alfalfa dehydration plant near Nickerson. 

Central will construct, own and operate the necessary pipe line between 
Applicant’s facilities and alfalfa dehydration plant. 

The total estimated cost of the proposed facilities is $3,800, for which Applicant 
will be reimbursed by Central. 

The maximum daily demand of the alfalfa plant is estimated at 700 M. c. f. 
and the estimated annual requirements are 82,000 M. c. f. 

Temporary authorization was granted on August 3, 1955, to construct and 
operate the facilities and sell natural gas as proposed in the application herein. 

Service to the alfalfa plant will not appreciably affect Applicant’s system gas 
reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 31, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 


(1) Northern Natural Gas Company (Applicant), a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 6, 1943, in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of Applicant’s existing pipe-line system, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ec) (3), (ce) (4), and (e) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at 2 months from the date on which this order issues. 
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The Commission orders: 


(A) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (1), (c) (3), (ce) (4), and (e) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (B) hereof, and to the exercise of the rights 
granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 2 
months from the date on which this order issues. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-9156 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued February 7, 1957 
























Northern Natural Gas Company (Applicant), a Delaware corporation having 
its principal place of business in Omaha, Nebraska, filed on July 20, 1955, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing it to construct and operate certain 
regulating facilities as hereinafter described subject to the jurisdiction of the 
Commission, in order to provide interruptible service to the Albert Lea Co- 
operative Creamery Association for use in its creamery located in Twin Lakes, 
Minnesota. 

Applicant proposes to construct and operate additional regulating facilities 
at its existing measuring and regulating station serving the Dairyland Co- 
operative Power Plant at Twin Lakes, Minnesota, located in Section 11, Twp. 
101 N., R. 22 W. in Freeborn County, Minnesota. 

The metering facilities at the creamery together with the pipeline between 
the regulating facilities and the creamery will be constructed, owned and 
operated by Peoples Natural Gas division of Applicant. 

The estimated cost of the proposed regulating facilities is $1,000, which 
will be financed out of funds on hand. 

The maximum daily demand of the creamery is estimated at 325 M. c. f. and 
the estimated annual requirements are 57,600 M. c. f. 

The proposed service will not adversely affect Applicant’s ability to serve 
its existing customers, nor will it appreciably reduce Applicant’s gas reserves. 
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Temporary authorization was granted on October 4, 1955, to construct and 
operate the facilities described in the application herein to deliver and sell a 
maximum of 325 M. c. f. per day to the Albert Lea Co-operative Creamery 
Association. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 31, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Northern Natural Gas Company (Applicant), a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 6, 1943, in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of Applicant’s existing pipe-line system, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (c) (4), and 
(e) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 2 months from the date on which this order issues. 


The Commission orders: 


(A) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application, for the 
transportation and sale of 325 M. c. f. of natural gas per day to the Albert 
Lea Co-operative Creamery Association for use in its creamery located in 
Twin Lakes, Minnesota, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
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in paragraphs (a), (b), (c) (1), (ec) (3), (ec) (4), and (e) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules-of Practice and Procedure, is hereby 
fixed at 2 months from the date on which this order issues. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—9196 




















FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 





NECESSITY 


Issued February 7, 1957 





Northern Natural Gas Company (Applicant), a Delaware corporation having 
its principal place of business in Omaha, Nebraska, filed on August 4, 1955, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing it to construct and operate certain 
measuring and regulating facilities, as hereinafter described, subject to the 
jurisdiction of the Commission, in order to provide interruptible service to the 
Great Lakes Pipeline Company (Great Lakes) near Faribault, Minnesota. 

Applicant proposes to construct and operate measuring and regulating facili- 
ties at a point on its 26-inch main transmission Line B near Faribault, Minne- 
sota. These facilities are proposed to be used to deliver natural gas on an 
interruptible basis to Great Lakes for use as engine fuel at its oil pumping 
station. Great Lakes will build a connecting pipeline between Applicant’s main 
line and the pumping station. 








Great Lakes transports refined oil products through its transmission facilities 
but purchases and stores diesel fuel oil for use at its pumping station. The 
engines at the station are being converted to burn natural gas and diesel fuel 
and will burn natural gas solely upon the completion of construction of regulat- 
ing and transmission facilities. Diesel oil will be used for standby purposes only. 

The use of natural gas for the Faribault pumping station would eliminate 
current costs of purchasing, transporting, and storing diesel fuel and thus 
entail a substantial savings to the Great Lakes Pipeline Company. 

The proposed facilities are estimated to cost $8,900, to be financed out of 
funds on hand. 

The maximum daily demand of the pumping station is 350 M. ec. f. and the 
estimated annual requirements are approximately 80,000 M. c. f. 

Temporary authorization was granted on November 2, 1955 to construct and 
operate the facilities to deliver and sell natural gas up to 350 M. c. f. per day to 
Great Lakes as proposed in the application herein. 

The proposed service will not adversely affect Applicant’s ability to serve 
its existing customers, nor will it have an appreciable effect on Applicant’s 
available gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
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application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Northern Natural Gas Company (Applicant), a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of April 6, 1943, in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of Applicant’s 
existing pipe-line system, and the construction and operation thereof by Appli- 
cant are subject to the requirements of Subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require, that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (ec) (4), and (e) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should 
be fixed at 2 months from the date on which this order issues. 


The Commission orders: 


(A) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, for the transportation 
of 350 M. c. f. of natural gas per day to the Great Lakes Pipeline Company for 
use in its Faribault, Minnesota, oil pumping station, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in para- 
graphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (B) hereof, and to the exercise of the rights 
granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
2 months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-10911 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued February 7, 1957 








































Pacific Northwest Pipeline Corporation (Applicant), a Delaware corporation, 
with its principal place of business in Houston, Texas, filed an application on 
August 14, 1956, as supplemented on August 31, 1956, and further amended 
January 25, 1957, for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of certain facilities to initiate natural gas service to Cascade Natural Gas 
Corporation (Cascade) for resale in the towns of Athena and Weston, Oregon, 
as hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application which is on file with the Commission and open 
to public inspection. 

Applicant proposes to install and operate a tap, measuring and regulating 
station on its 6-inch Walla Walla lateral, such facilities to be located approxi- 
mately 114 miles east of the city limits of Athena, Oregon. Through these 
facilities, Applicant proposes to sell and deliver natural gas to Cascade, for 
resale in Athena and Weston. Cascade will construct two 3-inch lines, each 
approximately 114 miles in length, to connect the proposed facilities of Applicant 
to Cascade’s distribution facilities in each town. 


Applicant estimates the natural gas requirements of Athena and Weston 
as follows: 





Annual M. c. f. Peak day M. c.f. 
Year of service myname nyse mes 





Weston | Athena | Weston 





The estimated overall capital cost of Applicant’s proposed facilities is $13,114 
which will be financed out of current working funds. 

The service proposed herein will have no adverse effect upon Applicant’s 
existing customers, and no appreciable effect upon the life index of its total 
system gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 31, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1), of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Pacific Northwest Pipeline Corporation (Applicant), a Delaware cor- 
poration having its principal place of business at Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its Opinion No. 271. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
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tion of the Commission, as an integral part of Applicant’s pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (ec) (1) (3) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (e) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 3 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (ce) (1) 
(3) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 3 months from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—10954 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued February 7, 1957 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at El Paso, Texas, filed an application on August 
21, 1956, for a certificate of public convenience and necessity pursuant to Sec- 


- 


tion 7 of the Natural Gas Act, authorizing the construction and operation 
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of natural gas facilities, as hereinafter described, subject to the jurisdiction 
of the Commission all as more fully represented in the application. 

The facilities for which a certificate of public convenience and necessity is 
sought are as follows: 

(1) A temporary booster compressor station at Valve #3 on Applicant’s 
existing 5’’ O. D. Yuma Line, said station having a total of 300 horsepower, 
together with standard appurtenances for its operation, said station to be lo- 
cated in the SW/4, Section 22, Township 1 South, Range 19 West, Yuma County, 
Arizona. 

(2) A temporary booster compressor station at Valve #5 on Applicant’s ex- 
isting 5’’ O. D. Yuma Line, said station having a total of 300 horsepower, to- 
gether with the necessary standard appurtenances for its operation, said station 
to be located in the unsurveyed lands, Township 4 South, Range 20 West, Yuma 
County, Arizona. 

(3) A temporary booster compressor station at Valve #7 on Applicant’s ex- 
isting 5’’ O. D. Yuma Line, said station having a total of 300 horsepower, to- 
gether with necessary standard appurtenances for its operation, said station 
to be located in the SE/4, Section 23, Township 7 South, Range 21 West, Yuma 
County, Arizona. 

The facilities for which authorization is requested herein by Applicant are 
proposed to be operated in conjunction with its existing facilities for the pur- 
pose of making available additional deliveries of natural gas to Arizona Public 
Service Company for distribution and resale by said company to residents and 
other users of natural gas in and about the town of Yuma, Arizona. 

The peak day and annual requirements of Yuma for 1957 are 7,857 M. ec. f. 
and 1,004,000 M. ec. f. respectively. Applicant has shown the ability to trans- 
port approximately 8,000 M. c. f. per day to Yuma using its 30-inch loop line 
near Yuma as storage for delivery of about 3,500 M. c. f. of the 8,000 M. c. f. 
However, the storage delivery of 3,500 M. c. f. can be sustained for only one 
day whereas Yuma now requires sustained deliveries of approximately 7,860 
M. c. f. for at least several days. In addition, Applicant will need the additiona! 
capacity to meet high hourly peaks during sustained cold periods. At such 
time as appears practicable, Applicant will replace the temporary compres- 
sors with pipelines looping the existing 5’’ line to Yuma. 

The increased demand of Arizona Public Service Company for Yuma is negli- 
gible in relation to Applicant’s controlled system reserves, and it should be 
able to deliver the additional gas through it main pipe line system without 
adverse effect on its existing customers. 

The proposed facilities are estimated to cost $247,500 to be financed out of 
current working funds or short term bank loans. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 31, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediatae decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 




















The Commission finds: 





(1) El Paso Natural Gas Company, a Delaware corporation with its princi- 
pal place of business at El Paso, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued October 29, 1942, in Docket Nos. G-242 and G—257. 
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(2) The public convenience and necessity require the construction and opera- 
tion of the facilities applied for in Docket No. G—10954 as hereinbefore described : 
Applicant is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission hereinafter ordered. 

(3) The facilities for which authorization is sought in this docket are pro- 
posed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of El Paso’s main natural gas pipe line system, and the construction and opera- 
tion thereof are subject to the requirements of subsections (c), and (e) of 
Section 7 of the Natural Gas Act. 

(4) Public convenience and necessity require that the general terms and con- 
ditions applicable to certificates as set forth in Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the certificate hereinafter issued, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order shall be completed and 
in actual operation shall be fixed at 6 months from the date on which this order 
issues. 

(5) Staff Counsel made a motion during the public hearing that the inter- 
mediate decision procedure be omitted under Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure and that motion, being unopposed by 
any party of record and not having been denied by the Commission, was granted 
pursuant to Section 1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued au- 
thorizing El Paso Natural Gas Company to construct and operate the facilities 
hereinbefore described, all as more fully set forth in the application in this 
proceeding upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act, and the time within which the 
facilities authorized herein shall be constructed and in actual operation is 
hereby fixed at 6 months from the date on which this order issues. 

(C) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-—11214 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued February 7, 1957 


United Gas Pipe Line Company (Applicant), a Delaware corporation, with its 
principal place of business at Shreveport, Louisiana, filed on October 8, 1956, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 (c) of the Natural Gas Act, authorizing Applicant to construct and 
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operate certain facilities as an integral part of its existing pipe line system and 
to render service as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the application. 

Applicant proposes to sell natural gas to N. R. C. Metals Company on an in- 
terruptible basis using the proposed facilities to transport the natural gas from 
its existing 16-inch Escambia Chemical Corporation line to a metering station 
to be constructed upon the lands of the customer. The facilities proposed con- 
sist of a two-inch gas transmission pipe line together with the metering station 
just mentioned. The pipe line will be approximately 0.33 of a mile in length 
and capable of transporting the maximum volume of gas amounting to 850 M. c. f. 
per day to meet the demands of the customer. The estimated total cost of the 
facilities to be installed is $8,916.00 which will be financed from current working 
funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 29, 1957 respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the grant- 
ing of the application has been received. Staff Counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate of natural gas for resale and is a natural 
gas company within the meaning of the Natural Gas Act and subject to the 
provisions thereof as heretofore found by the Commission in its order in Docket 
No. G-232 issued November 14, 1942. 

(2) The facilities hereinbefore described and as more fully described in the 
application, which are proposed to be constructed and operated by the Applicant 
will be used in and for the transportation of natural gas subject to the juris- 
diction of the Commission as an integral part of Applicant’s existing natural gas 
pipeline system, and therefore, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed without injuring or diminishing the services to its existing 
customers at this time, and to conform to the provisions of the Natural Gas Act 
and the requirements of the rules and regulations of the Commission. 

(4) At the hearing Staff Counsel requested the omission of the intermediate 
decision procedure which motion was unopposed and, not having been denied 
by the Commission is granted by operation of Section 1.30 (c) (1) of the said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to United Gas Pipe Line Company to construct and operate the facilities herein- 
before described upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted hereby and 
to the exercise of the rights thereunder, the general conditions applicable to 
certificates as set forth in subsections (a), (b) and (c) of Section 157.20 of 
the Commission’s regulations under the Natural Gas Act, and the time within 
which the facilities authorized herein shall be constructed and in actual opera- 
tion within the time stated in the application. 
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(C) Deliveries to N. R. C. Metals Company at its plant located near Florida- 
town, Santa Rosa County, Florida, shall be limited to a maximum of 850 M. c. f. 
per day. 

(D) The certificate granted herein shall be accepted in writing by an officer 
of United Gas Pipe Line Company authorized to perform such act within 30 
day after this order is issued and failing such acceptance said certifieate shall 
be null and void. 









































Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


UNION OIL COMPANY OF CALIFORNIA, DOCKET NO. G-4331; 
UNION OIL COMPANY OF CALIFORNIA AND THE LOUISIANA LAND AND 
EXPLORATION COMPANY, DOCKET NO. G-4332; MORRIS RAUCH et al., 
DOCKET NO. G-4334; BEL OIL CORPORATION, DOCKET NO. G-4505 





ORDER MODIFYING ORDER DENYING PETITIONS FOR REHEARING AND AMENDING ORDER 
ACCOMPANYING OPINION NO. 300 


Issued February 8, 1957 





In our order denying petitions for rehearing in these proceedings issued on 
January 31, 1957, 17 F. P. C. 89, we terminated the stay of our order accompany- 
ing opinion No. 300, 16 F. P. C. 100. We noted that we had granted the stay to 
enable all parties to exhaust their administrative remedies before being required 
to distribute refunds, and we extended the time for filing of refunds to 70 days 
from the date of issuance of the order denying rehearing. 


The Commission finds: 


It is appropriate in the public interest that the order denying petitions for re- 
hearing and amending order accompanying opinion No. 300, issued January 31, 
1957, should be modified as hereinafter ordered. 


The Commission orders: 


(A) The following paragraph is hereby substituted in lieu of the third para- 
graph on page 94 of the order issued in these proceedings on January 31, 1957, 
17 F. P. C. 89. 

By an order issued January 16, 1957, in these proceedings, we stayed the 
operation of the order accompanying opinion No. 300 pending further order of 
the Commission. The purpose of the stay was to enable all parties to exhaust 
their administrative remedies with this Commission before being required to 
distribute refunds. We find it appropriate that the time fixed for compliance 
with the several requirements of the order in these proceedings should be modi- 
fied and the stay heretofore granted by order issued January 16, 1957, should 
be continued in effect as hereinafter ordered. 

(B) The following is hereby substituted in lieu of paragraph (C) of the 
order issued in these proceedings on January 31, 1957, 17 F. P. C. 89, 95. 

(C) The stay of the order accompanying opinion No. 300 granted by order 
issued herein on January 16, 1957, shall be continued in full force and effect 
for a period of 60 days from the date of issuance of this order, provided, how- 
ever, if judicial review of our action should be sought and a stay requested from 
the court, this stay shall continue in full force and effect until the court takes 
action upon the request for stay of the Commission’s order in this proceeding. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NORTHERN LIGHTS, INC., PROJECT NO. 2208 


ORDER ISSUING PRELIMINARY PERMIT 


Issued February 8, 1957 


Application was filed June 11, 1956, by Nerthern Lights, Inc. of Sandpoint, 
Idaho, (Applicant) for a preliminary permit under the Federal Power Act for 
proposed Project No. 2208 to be located on the Yaak River, a tributary of the 
Kootenai River, in Lincoln County, Montana, and affecting lands of the United 
States within the Kootenai National Forest. 

As described in the application, the proposed project would consist of two 
developments: (1) Five Mile Dam at river mile 5 in Section 19, T. 33 N., R. 
33 W., creating a reservoir with a normal pool elevation of 2,380 feet and 
12,000 acre-feet capacity; a powerhouse with installed capacity of about 6,650 
KW, operating under an average head of about 300 feet; (2) Yaak Falls Dam 
at river mile 9 in Section 4, T. 33 N., R. 33 W., creating a reservoir with normal 
pool elevataion of 2,600 feet and 13,000 acre-feet capacity; and a powerhouse 
with installed capacity of about 3,700 KW, operating under an average head of 
about 200 feet. 

The Appplicant states that the power to be developed would be used to serve 
applicant’s present and future customers, and will-replace power now purchased 
from the Bonneville Power Administration. 

The Secretary of the Army and the Chief of Engineers in reporting on the 
application, stated that the proposed project would develop substantially all 
the head on the lower Yaak River above pool level of the proposed Katka 
project discussed in House Document 531, 8lst Congress for future development 
by the Corp of Engineers. Current studies on the Kootenai River, however, 
indicate a revision of the plan of development as presented in House Document 
531 and the Department accordingly has recommended cooperation in project 
planning with the Portland Office of the Corp. of Engineers as hereinafter 
provided 

An Assistant Secretary of the Interior, in reporting on the application, sug- 
gests cooperation with the Corps of Engineers as recommended above and here- 
inafter provided. The Fish and Wildlife Service recommends cooperation with 
the Montana Fish and Game Department as well as with its own Service in 
order that adequate provision is made for the protection of fish and wildlife 
resources of the affected area as hereinafter provided. 

The Chief, Forest Service, acting for the Secretary of Agriculture, in reporting 
on the Application, concludes that a preliminary permit, if issued, will not be 
inconsistent with the purposes for which the Kootenai National Forest was 
created or acquired, provided certain special provisions necessary for adequate 
protection and utilization of the national forest are included therein as here- 
inafter provided. 

The Governor, Board of Railroad Commissioners, Water Conservation Board, 
and the Department of Fish and Game of the State of Montana, have been noti- 
tied of the filing of the application for preliminary permit and one informal 
protest has been received from the Department of Fish and Game by letter 
dated September 18, 1956, pertaining to the protection of fish and wildlife in 
the project area. 
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Informal protests have been received from organizations and individuals 
pertaining to the protection of fish and wildlife and the insurance of the value 
of land for agricultural, timber and mineral resources. 

No construction is authorized under this preliminary permit. The permit 
merely gives permittee, during the period of the permit, the right to priority of 
application for license while the permittee undertakes the necessary studies 
and examinations, including the preparation of maps and plans, in order to 
determine the economic feasibility of the proposed project, the means of secur- 
ing the necessary financial arrangements for construction, the market for the 
project power, and all other information necessary for inclusion in an appli- 
cation for license, should one be filed. 

Upon consideration of the entire record in this proceeding, including the 
above-mentioned informal protests, the Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Idaho. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) Except as hereinbefore recited, the proposed project does not affect any 
Government dam and no reason is apparent at this time for its development by 
the United States. 

(4) The project as proposed will affect lands of the United States within the 
Kootenai National Forest. 


The Commission orders: 


(A) This preliminary permit is issued to Northern Lights, Inc. of Sandpoint, 
Idaho (hereinafter referred to as the Permittee), for a period of 36 months, 
effective as of January 1, 1957, for the sole purpose of maintaining priority of 
application for a license for Project No. 2208, affecting lands of the United 
States within the Kootenai National Forest, subject to the terms and conditions 
of the Act which is hereby incorporated by reference as a part of this permit, 
and subject to such rules and regulations as the Commission has issued or pre- 
scribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1,* entitled “Terms and Conditions of Preliminary Permit,” which terms and 
conditions (described as Articles 1 through 8 inclusive) are attached hereto and 
made a part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 9: The permittee shall submit at the close of each six-month period 
from the effective date of the Preliminary Permit to the Regional Engineer, 
Federal Power Commission, San Francisco, California, having supervision over 
the project, or to such other officer as the Commission may designate, accurate 
statements of the work accomplished during the period and of the work con- 
templated under the Preliminary Permit for the ensuing period. 

Article 10: The permittee shall, during the period of project planning co- 
operate with the Division Engineer, Corps of Engineers, at Portland, Oregon, 
regarding navigation and flood control requirements. 

Article 11: The permittee shall, during the period of project planning, co- 
operate with the Montana Fish and Game Department and the Fish and Wild- 
life Service in order that adequate provision may be made for the protection of 
the fish and wildlife resources of the affected areas. 





*For the contents of this form, see 16 F. P. C. 1303. 
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Article 12: The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on National Forest lands, consult with the 
Regional Forester, U. S. Forest Service, Missoula, Montana, as to the reasonable 
requirements relative to operations, field surveys and explorations, and shall 
abide by such requirements. 

(C) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
313 (a) of the Act, and failure to file such an application shall constitute accept- 
ance of this preliminary permit. In acknowledgment of the acceptance of this 
preliminary permit, it shall be signed for the Permittee and returned to the Com- 
mission within sixty (60) days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 2217 
ORDER ISSUING PRELIMINARY PERMIT 
Issued February 8, 1957 


Application was filed August 15, 1956 by Pacific Power & Light Company, of 
Portland, Oregon, for a preliminary permit under Section 4 (f) of the Federal 
Power Act for proposed Project No. 2217, to be known as the Eden Ridge 
Hydroelectric Project, and to be located on the South Fork of Coquille River 
in the region of the villages of Coos Bay, Myrtle Point, and Powers in Coos 
County, Oregon, and affecting lands of the United States within Siskiyou 
National Forest. 

As described in the application, the proposed project would consist of an 
earth and rockfill dam about 170 feet high with crest at elevation 2200 feet at 
the Eden Ridge dam site (approximately river mile 23) creating a reservoir ~ 
with usable storage of about 23,000 acre-feet, a tunnel about 11,000 feet long, a 
steel penstock about 4,100 feet long, a powerhouse located at about river mile 
11.5 having an installation of about 67,500 kilowatts, and appurtenant facilities. 

The applicant states that the energy generated at the proposed project would 
be distributed through the applicant’s transmission system to its customers and 
to the Northwest Power Pool. 

Pursuant to petition therefor, the State of Oregon, through the Oregon State 
Game Commission and Fish Commission of Oregon, by the Commission’s order, 
issued January 3, 1957, was granted permission to intervene in this proceeding. 
The petition did not oppose the granting of the application for a preliminary 
permit, but alleged that intervention would enable the petitioner and the appli- 
cant to negotiate concerning fish and wildlife protective facilities and measures 
for mitigation of damage in connection with the operation of the proposed project. 
The rights and interests of the petitioner are substantially provided for 
hereinafter. 

The Department of the Army, in reporting on the application, offered no 
objection to the granting of a preliminary permit. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, in reporting favorably on the application, recommended inclusion in the 
preliminary permit, if issued, of a condition in the interest of fish and wildlife 
resources as hereinafter provided. 
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The Chief of the Forest Service, acting for the Secretary of Agriculture, who 
has supervision over Siskiyou National Forest, in reporting favorably on the 
application, recommended inclusion in the preliminary permit, if issued, of a 
condition in the interest of the national forest resources as hereinafter provided. 

County Court Soos County, Lane County Board of County Commissioners, 
County Court of Douglas County, and County Court of Curry County, respec- 
tively, have filed notices recommending favorable action on the application. 

No construction is authorized under this preliminary permit. The permit 
merely gives the permittee, during the period of the permit, the right to priority 
of application for license while the permittee undertakes the necessary studies 
and examinations, including the preparation of maps and plans, in order to 
determine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the proj- 
ect power, and all other information necessary for inclusion in an application 
for license, should one be filed. 

Upon consideration of the entire record in this proceeding, including the above- 
mentioned petition to intervene, the Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Maine, with its principal place of business in Portland, Oregon. 

(2) The proposed project will occupy lands of the United States within 
Siskiyou National Forest. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. The above-mentioned petition to intervene was filed by the State 
of Oregon, acting through the Oregon State Game Commission and the Fish 
Commission of Oregon, but no protests have been filed. There are no conflicting 
applications for preliminary permits or licenses before the Commission. 

(4) The proposed project will not affect any Government dam, and no reason 
is apparent at this time for development of the proposed project by the United 
States. 

The Commission orders: 


(A) This preliminary permit is issued to Pacific Power & Light Company 
(hereinafter referred to as the Permittee) for a period of 36 months, effective 
as of February 1, 1957, for the sole purpose of maintaining priority of applica- 
tion for a license for Project No. 2217 to be located on South Fork of the 
Coquille River, in Coos County, Oregon, and affecting lands of the United 
States within Siskiyou National Forest, subject to the terms and conditions 
of the Federal Power Act, which is hereby incorporated by reference as a part 
of this permit, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1,* entitled, “Terms and Conditions of Preliminary Permit,” which 
terms and conditions (designated as Articles 1 through 8) are attached hereto 
and made a part hereof, and further subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of this permit to the Regional Engineer, Federal Power 
Commission, San Francisco, California, or to such other officer or agent as 
the Commission may designate, accurate statements of the work accomplished 
during the period and of the work contemplated under the permit for the 
ensuing period. 


*For the contents of this form, see 16 F. P. C. 1303. 
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Article 10. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the Regional 
Forester, United States Forest Service, Portland, Oregon, as to reasonable re- 
quirements relative to operations, field surveys and explorations, and shall 
abide by such requirements; and shall cooperate with the United States Forest 
Service during the period of this permit to develop a plan for alleviation of 
damage to and achieving maximum utilization of national forest resources in- 
sofar as affected by the proposed project. 

Article 11. The Permittee shall, during the period of this permit, cooperate 
with the Oregon State Game Commission, the Fish Commission of Oregon, the 
United States Forest Service, and the United States Fish and Wildlife Service 
in order that adequate provisions may be made for the protection of the fish 
and wildlife resources of the affected areas. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of the acceptance 
of this preliminary permit, it shall be signed for the Permittee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


WATER PROJECT AUTHORITY OF THE STATE OF CALIFORNIA, 
PROJECT NO. 2100 


ORDER RESCINDING ORDER ISSUING LICENSE (MAJOR) 
Issued February 11, 1957 


Pursuant to application for a license under Section 4 (e) of the Federal 
Power Act, filed February 19, 1952, and later revised and amended, by the then 
Water Project Authority of the State of California (Applicant), the Com- 
mission on December 14, 1956, 16 F. P. C. 1340, issued a license order to said 
Applicant for proposed Project No. 2100, to be known as the Feather River 
Project and located on the Feather River and its tributaries in Butte County, 
California, near Oroville. 

On January 14, 1957, the Department of Water Resources of the State of 
California informed the Commission that by Act of the California Legislature 
(Cal. Stats. 1956, Ch. 52), effective July 5, 1956, the Applicant was abolished 
and the Department of Water Resources of the State of California, with prin- 
cipal offices at Sacramento, California, has succeeded to and is vested with 
all of the powers and duties of the former Applicant, including authorization 
to construct and operate the Feather River Project. 


The Commission finds: 


Rescission of the aforesaid order issued December 14, 1956, is appropriate. 


The Commission orders: 
The aforesaid order issued December 14, 1956 is rescinded. 


506455—59——_19 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


DEPARTMENT OF WATER RESOURCES OF THE STATE OF CALIFORNIA, 
PROJECT NO. 2100 


ORDER ISSUING LICENSE (MAJOR) 


Issued February 11, 1957 














Pursuant to application for a license under Section 4 (e) of the Federal 
Power Act (hereinafter referred to as the Act) filed February 19, 1952, and 
later revised and amended, the Commission on December 14, 1956, 16 F. P. C. 1340, 
issued a license order to Water Project Authority of the State of California 
(Authority) for proposed major Project No. 2100, to be known as the Feather 
River Project and located on the Feather River and its tributaries in Butte 
County, California. However, by a filing received on January 14, 1957, the De- 
partment of Water Resources of the State of California informed the Com- 
mission that by Act of the California Legislature (Cal. Stats. 1956, Ch. 52), 
effective July 5, 1956, the Authority was abolished and the Department of Water 
Resources of the State of California, with principal offices at Sacramento, 
California, has succeeded to and is vested with all of the powers and duties 
of the former Authority, including authorization to construct and operate the 
Feather River Project. 

It also informed the Commission that the same statute also abolished the 
former Division of Water Resources of the Department of Public Works, State 
of California, and that the Department of Water Resources succeeded to and 
is vested with some of the power, duties, purposes, responsibilities and juris- 
diction formerly vested in the Division of Water Resources. 

Under the circumstances just recited, we have by order of even issuance date 
rescinded our December 14, 1956, order issuing a license to Authority and have 
construed the filing received January 14, 1957, from the Department of Water Re- 
sources of the State of California (Applicant) as a supplement to the application 
for license so as to provide for issuance of license to Applicant under Section 
4 (e) of the Act. 

The project will affect navigable waters of the United States, and will occupy 
9,181.79 acres of lands of the United States, some of which are within the Plumas 
and Lassen National Forests, and certain lands held in trust by the United 
States for Indians. 

In addition to the generation of power, the proposed project is to be operated 
to provide for downstream prior water rights and additional irrigation require- 
ments of the Feather River Service Area, for flood control, and for firming of 
excess flows in the Sacramento-San Joaquin Delta to make possible a supply for 
exportation therefrom. 

The Secretary of the Army and the Chief of Engineers have reported favorably 
on the application subject to the inclusion in the license of certain conditions in 
the interest of navigation and flood control substantially as hereinafter provided. 

The Secretary of Agriculture, who has supervision over the Plumas and Lassen 
National Forests, has reported favorably on the application subject to the in- 
clusion in the license of certain conditions for the adequate protection and 
utilization of the lands and resources of the national forests substantially as 
hereinafter provided. 

The Acting Secretary of the Interior has reported favorably on the application 
subject to the inclusion in the license of certain conditions for the protection of 
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fish and wildlife resources, for the adequate compensation to Indians whose 
lands would be inundated by the project, and for archeological surveys sub- 
stantially as hereinafter provided. 

The Department of Fish and Game of the State of California recommended 
that any license issued make provision for fish protective devices and flow re- 
leases and development of the recreational potential of the Oroville Reservoir 
and later suggested insertion in the license of a provision regarding flow re- 
leases in the Feather River below Sutter-Butte Dam agreed to by it, the Cali- 
fornia Division of Water Resources, and the United States Fish and Wildlife 
Service substantially as hereinafter provided. 

Oroville-Wyandotte Irrigation District, licensee for major Project No. 2088, 
protested the issuance of a license for the project, stating that its Palermo Canal 
and diversion works are located in the proposed Oroville Reservoir site and would 
be flooded by the project; that the last nine miles of its “Miners Ranch” diver- 
sion ditch, to be constructed, will be flooded at high-water stage of the proposed 
Oroville Reservoir as revised and now planned; and that, although it believes 
that satisfactory arrangements and construction can be agreed upon, until the 
details for preventing conflict in the operation of both projects are worked out, 
it feels it necessary to protest against the project. It is assumed that the Ap- 
plicant will reach an agreement with the Irrigation District in this matter, but 
in any event the provisions of Section 10 (c) of the Act make each licensee liable 
for all damages occasioned to the property of others by the construction, main- 
tenance, or operation of the project works or of the works appurtenant or 
accessory thereto, constructed under a license. 


The Commission finds: 





(1) The project will occupy lands of the United States and its construction 
and operation will affect the navigable capacity of the Feather River and thus 
affect the interests of interstate or foreign commerce. 

(2) The project consists of: 

(a) All lands constituting the project area and enclosed by the project boun- 
dary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the Applicant or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 


Exhibit | FPC No. | Title 





2100-20 | Vicinity and location map. 
2100-21 | Ownership of lands, Oroville Reservoir site. 
2100-22 | Do. 
2100-23 | Do. 
' 


















(b) Principal structures comprising: 

(1) Oroville Dam, of concrete gravity section, about 730 feet high above 
streambed, across Feather River immediately upstream from State Highway 
No. 24 crossing of Feather River, about 5.5 miles upstream from Oroville; two 
auxiliary dams, at low points in the periphery of the reservoir, described as Bid- 
well Canyon Dam with a maximum height of about 35 feet above natural ground, 
and Parish Camp Dam with a maximum height of about 15 feet above natural 
ground; Oroville Reservoir, formed by the above three dams, with a storage 


capacity of 3,500,000 acre-feet at normal water surface elevation 900.0 (U. 8S. G. S. 
datum) ; 
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(2) Oroville Afterbay Dam No. 1, of gravity overflow section, across Feather 
River about one-quarter mile above the highway bridge at Oroville, forming a 
reservoir with a storage capacity of about 5,200 acre-feet at normal water sur- 
face elevation 194.0 (U.S G. S. datum) ; 

(3) Oroville Afterbay Dam No. 2, of fill type, about five miles downstream be- 
low Oroville and forming a reservoir with a usable storage of about 17,700 
acre-feet between maximum operating water surface elevation 137.5 (U. S. G. 8S. 
datum) and a minimum water surface elevation 127.0 (U. 8. G. S. datum) ; 

(4) Five steel penstocks extending through the Oroville Dam; 

(5) Oroville Powerhouse, across the existing channel of Feather River and 
directly below Oroville Dam, to house five vertical-shaft Francis type hydraulic 
turbines rated at 118,000 horsepower each (total 590,000 hp) at a design net 
head of 558 feet, direct-connected to five generators rated at 88,000 kilowatts 
each (total 440,000 kw , 0.90 P. F.) ; 

(6) Transformer, substation, transmission, and switchyard facilities as 
described in finding (3) below; and 

(7) Miscellaneous hydraulic, mechanical, and electrical appurtenances and 
project works; 


the location, nature, and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which formed part of the application for license and which are 
designated and described as follows: 


Exhibit | FPC No. Title 


ie biel 2100-35 | Oroville Dam and powerplant, general plan and profiles. 

2100-36 | Oroville Dam and powerplant, general plan, profile, and sections. 
2100-37 | Oroville Dam and powerplant, sections. 

2100-25 | Oroville powerplant, plan, elevation, and sections. 

2100-26 | Oroville powerplant, floor plans, and section. 

2100-28 | Spillway plan, profile and sections—Oroville Dam. 

2100-29 | Afterbay Dam No. 1—General plan, profile, and sections. 

2100-30 | Afterbay Dam No. 2—General plan, detail, and sections. 

2100-38 | Auxiliary earth dams—General plans, profiles, and sections. 

















Echibit M: Amended October 31, 1955, “General description and Specifications 
for equipment” in 14 sheets, filed November 10, 1955. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission ; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(3) The five 100,000-k. v. a., three-phase, 13.2/230-k. v. step-up transformers 
located at powerhouse; the five high-tension leads, varying from about 600 to 
1,300 feet in length, from step-up substation to switchyard; and the switchyard 
to which leads from step-up substation and three 230-k. v. customers’ trans- 
mission lines are connected are parts of the project herein authorized within the 
meaning of Section 3 (11) of the Act. 

(4) The Applicant is an agency of the State of California organized and exist- 
ing pursuant to the laws of the State of California; it is a municipality within 
the meaning of Section 3 (7) of the Act; and it has submitted. satisfactory 
evidence of compliance with the requirements of all applicable State laws insofar 
as necessary to effect the purposes of a license for the project. 
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(5) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application for a license. 

(6) The Applicant is authorized under California law, Water Code Section 
11700, to finance the project by the issuance of revenue bonds, but the precise 
method of financing remains to be determined. 

(7) The issuance of a license as hereinafter provided will not affect the 
development of any water resources for public purposes which should be under- 
taken by the United States. 

(8) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes of any reservation or with- 
drawal of public lands, or with the purposes for which the Plumas and Lassen 
National Forests were created or acquired. 

(9) The project is best adapted to a comprehensive plan for improving and 
developing a waterway or waterways for the use or benefit of interstate or 
foreign commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public uses, including recreational purposes. 

(10) The amount of the annual charges to be paid under the license for the 
purposes of reimbursing the United States for the costs of administration of Part 
I of the Act, and for recompensing it for the use, occupancy, and enjoyment of 
its lands is reasonable as hereinafter fixed and specified. 

(11) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative annual 
charge is 587,000 horsepower and the Applicant proposes to dispose of the 
energy to be generated thereby in the northern California power market to public 
agencies or to the Pacific Gas and Electric Company. 

(12) The exhibits designated and described in finding (2) above conform to the 


Commission’s rules and regulations and should be approved as part of the license 
for the project subject to the filing of revised or supplemental Exhibit L drawings 
as hereinafter provided to show the final design of the Oroville Dam. 

(13) It is desirable to reserve for future Commission determination the ques- 
tion of what additional transmission lines and appurtenant facilities, if any, 
should be included in this license. 


The Commission orders: 


(A) This license is issued to Department of Water Resources of the State of 
California under Section 4 (e) of the Act for a period of 50 years, effective as 
of February 1, 1957, for the construction, operation, and maintenance of Project 
No. 2100, affecting navigable waters of the United States and lands of the 
United States partly within the Plumas and Lassen National Forests, subject to 
the terms and conditions of the Act which is incorporated by reference as a part of 
this license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) The license is also subject to the terms and conditions set forth in Form 
L-6,* December 15, 1953, entitled “Terms and Conditions of License for Un- 
constructed Major Project Affecting Navigable Waters and Lands of the United 
States”, except for Articles 23 and 24 thereof, which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 28. The Licensee shall commence construction of the Feather River 
Project within two years from the effective date of this license; shall thereafter 
in good faith and with due diligence prosecute such construction; and shall com- 
plete the project and place it in operation within seven years from the date of 


*For the contents of this form, see 16 F. P. C. 1121. 
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commencement of construction: Provided, however, That the Licensee shall not 
begin construction of the Oroville Dam until the Commission approves revised 
or supplemental Exhibit L drawings to be filed as provided hereinafter. 

Article 29. The Licensee shall operate the project works in such a manner 
so as to maintain in the main Feather River downstream from the existing 
Sutter-Butte Diversion Dam such flows as are determined by study and ex- 
perimentation with the project in operation and as are mutually agreed upon 
by and as are acceptable to Licensee, the California Department of Fish and 
Game, and the Secretary of the Interior: Provided, That the flow in this reach 
shall not be less than 400 cfs pending such determination and excepting any 
mutually agreeable modification for purposes of study and experimentation: 
Provided, further, that such releases as are required to satisfy agreed upon flow 
conditions shall be made from the lowest outlet of the Oroville Reservoir. In 
the event the parties named herein fail to reach an agreement as contemplated 
herein, the Commission reserves the right, after notice and opportunity for 
hearing, to make the determinations required under this article. 

Article 30. The Licensee shall maintain a constant rate of flow in the reach 
of the Feather River downstream from the existing Sutter-Butte Diversion Dam 
during the salmon-spawning period to the extent that such is possible in the 
operation of the project works: Provided, however, that if such constant rate 
of flow is not practicable the Licensee shall provide for gradually increasing 
rather than decreasing the flow in this reach during such period insofar as this 
is possible in the operation of the project works; Provided, further, That the 
Licensee shall undertake such feasible means and measures to increase the 
spawning and summer-holding capacity of the remaining stream areas avail- 
able to salmon as may be cooperatively determined necessary by the Licensee, 
the California Department of Fish and Game, and the Secretary of the Interior 
prior to initiation of project construction. In the event the parties named 
herein fail to reach an agreement as contemplated herein, the Commission re- 
serves the right, after notice and opportunity for hearing, to make the deter- 
minations required under this article. 

Article 31. The Licensee shall operate the project in such manner that changes 
in rates of releases from the Oroville Reservoir and after-bay dams will be 
gradual and minimal at all times insofar as this is consistent with operation 
requirements: Provided, That during flood periods such releases will not in- 
crease flood flows above those prior to project existence: Provided, further, That 
the Commission reserves the right, after notice and opportunity for hearing, to 
prescribe the changes in rates of releases upon the recommendation of the 
Federal agencies concerned. 

Article 32. The Licensee shall collaborate with the Department of the Army 
in formulating a program of operation for the project in the interest of flood 
control. 

Article 38. The Licensee shall install, maintain, and operate adequate fish 
screens at all irrigation canals or conduits used or to be used for diversion of 
water directly from the Feather River if such screens are found to be necessary 
and if suitable and practical screens can be developed, as may be prescribed by 
the Commission upon the recommendation of the Secretary of the Interior and 
the California Department of Fish and Game. 

Article 34. The Licensee shall construct, operate, and maintain at all diversion 
dams of the project on the main Feather River below the existing Sutter-Butte 
Diversion Dam fish-passage facilities, as may be prescribed by the Commission 
upon the recommendation of the Secretary of the Interior and the California 
Department of Fish and Game. 
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Article 35. The Licensee shall compensate the affected Indians for damage 
to Indian properties caused by the construction of the project: Provided, That 
if an agreement between the Indians, the State of California, and the Secretary 
of the Interior cannot be reached as to the amount of damage, the Licensee 
agrees to pay the fair market value of said damage as determined by a board of 
disinterested appraisers selected for that purpose. 

Article 36. The Licensee shall provide for such additional equipment and 
facilities, or shall make such replacements of existing facilities, as may be 
determined by the Regional Forester to be necessary for the prevention and sup- 
pression of fires near the Oroville Reservoir upon national forest lands or within 
the Forest Service Protection Zone, and for the restoration or replacement of 
disrupted transportation and communication facilities required for the ad- 
ministration of forest lands: Provided, That the total cost to the Licensee shall 
not exceed $300,000 based on the December, 1954, Engineering News Record 
Construction Cost Index. 

Article 37. The Licensee shall relocate or replace all of the existing Forest 
Service, County, California State Division of Forestry, and/or other local roads 
and bridges and communication facilities which in their present locations will 
be inundated and which are now used by the Forest Service for the prevention 
and suppression of fires upon national forest lands: Provided, That such relo- 
cations and replacements are mutually agreed upon between the Licensee and 
the U. S. Forest Service. In the event the parties named herein fail to reach 
an agreement as contemplated herein, the Commission reserves the right, after 
notice and opportunity for hearing, to make the determinations required under 
this article. 

Article 38. The Licensee shall, prior to impounding water, clear all lands 
in the bottoms and margins of the reservoirs of Afterbay Dams Nos. 1 and 2 
and also clear all lands in the bottom and margin of the reservoir of the Oro- 
ville Dam between maximum high-water elevation 902.0 (U. S. G. S. datum), 
and a plane at elevation 549.0 (U. S. G. S. datum), and shall cut all trees and 
brush within the elevation 549.0 contour area so that no part thereof will 
protrude above said elevation; shall clear and keep clear to an adequate width 
lands of the United States along open conduits; and shall dispose of all tem- 
porary structures, unused timber, slash, refuse, or inflammable material re- 
sulting from the clearing of the lands or from the construction and maintenance 
of the project works. In addition, all trees along the high-water line of the 
reservoirs which die during the operation of the project shall be removed. The 
clearing of the lands and the disposal of the material shall be done with due 
diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 39. The Licensee shall notify the University of California of the pro- 
posed construction of the project and of the extent of its reservoir area so that 
that University may negotiate with the Licensee for the purpose of undertaking 
archeological surveys and excavations, if considered desirable, prior to flooding 
of the reservoir area. 

Article 40. The Commission reserves the right to determine at a later date 
what additional transmission lines and appurtenant facilities, if any, shall be 
included in this license as part of the project works. 

Article 41. The Licensee shall submit revised or supplemental Exhibit L 
drawings showing the final design of the Oroville Dam in accordance with the 
Commission’s rules and regulations and shall receive Commission approval 
thereof before commencement of construction of that dam. 
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Article 42. The Licensee shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the installed 
capacity (587,000 horsepower), plus two and one-half (2%4) cents per 1,000 
kilowatt-hours of gross energy generated by the project during each calendar 
year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the ust, occupancy, 
and enjoyment of its lands, exclusive of those used for transmission-line right- 
of-way, $18,363.58; and 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used for transmission-line right-of-way, 
an amount as may be determined hereafter by the Commission. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


ROBERT P. WILSON, PROJECT NO. 2124; RICHVALE IRRIGATION DIS- 
TRICT, PROJECT NO. 2134; AND PACIFIC GAS AND ELECTRIC 
COMPANY, PROJECT NO. 2136 


ORDER ISSUING PRELIMINARY PERMIT, DENYING APPLICATIONS FOR PRELIMINARY 
PERMITS AND GRANTING AND DENYING INTERVENTION 


Issued February 11, 1957 





Conflicting applications for preliminary permits under the Federal Power Act 
(hereinafter referred to as the Act) have been filed for the following proposed 
projects to be located on Middle Fork of Feather River in California : 

(1) Project No. 2184—On May 20, 1953, an application was filed by Richvale 
Irrigation District, of Richvale, California, for a proposed project to be located 
on the Middle Fork of Feather River in Plumas and Butte Counties, California, 
in the region of Oroville, Quincy, and Portola, California, and affecting lands of 
the United States within the Plumas National Forest. As described in the 
application, the proposed project would consist of two large dams across Middle 
Fork of Feather River forming Clio and Nelson Point Storage Reservoirs; a 
series of four diversion dams across the said river at Minerva Bar, Onion Valley, 
Hartman Bar and Bald Rock; tunnels aggregating about 23.4 miles in length; 
and five powerhouses which would develop about 3140 feet of the gross head on 
Middle Fork of Feather River between Nelson Point Reservoir and Oroville 
Reservoir proposed by the Department of Water Resources of the State of 
California (Project No. 2100); the five powerhouses to have an aggregate 
installation of about 252,000 horsepower (189,000 k. w.) ; and other hydraulic, 
electrical and mechanical facilities. 















































_ an 


FEDERAL POWER COMMISSION 269 


Pacific Gas and Electric Company on September 21, 1953, filed a protest and 
petition to intervene in the proceeding on Project No. 2134. 

Worth Bayles on behalf of himself and other landowners within the Richvale 
Irrigation District filed on December 16, 1953, and later supplemented, a petition 
to intervene and protest in the proceeding on Project No. 2134. The petition 
alleges, among other things, that the persons represented own approximately 
one-half of the land within the District; that because of the small acreage 
encompassed by the District the project is not financially sound and has no 
possibility of ultimate success; that the District will succeed in financially ruin- 
ing the landholders by increasing water rates to pay for any deficiencies in power 
sales, in order to pay the interest and principal on the proposed revenue bonds; 
and that in the event the project is never built by the District, the landowners 
will nevertheless be saddled with the terrific expenses for preliminary and 
exploratory work, which, if the bonds are never purchased, must be borne by 
the landowners. 

The Commission has received letters from several State of California officials 
requesting that the application be denied because of possible conflict with the 
State water plan. It appears that there will be no physical conflict between 
the proposed project and the State’s water plan, but by virtue of common drain- 
age basins there might be conflicts in water use and flow regulation interests. 

The Chief of Engineers, Department of the Army, has advised the Commission 
that when the proposed Oroville Project (No. 2100) of the Department of Water 
Resources of the State of California is constructed it would eliminate the 
Bidwell Bar site previously studied by the Corps of Engineers (H. D. No. 367; 
S8ist Cong., Ist Sess.), and that, therefore, it appears that proposed Project No. 
2134 as presently planned would have no adverse effect on the navigation or 
flood control projects of the Corps and that no objection is therefore made to 
the issuance of the preliminary permit. 

An Assistant Secretary of Agriculture, acting for the Secretary of Agriculture, 
who has supervision over the lands within the Plumas National Forest, has 
recommended insertion in the preliminary permit for proposed Project No. 2134 
of certain stipulations for the protection and utilization of national forest land 
and resources substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application for a preliminary permit for proposed 
Project No. 2134, subject to the inclusion in the preliminary permit of a stipu- 
lation for the protection of fish and wildlife resources substantially as herein- 
after provided. 

The Department of Fish and Game of the State of California has recommended 
insertion in the permit for proposed Project No. 2134 of certain requirements 
for the protection and enhancement of fish and wildlife resources, which pro- 
tection and enhancement may be attained through certain conditions herein- 
after provided. 

(2) Project No. 2124—On January 9, 1953, an application was filed by Robert 
P. Wilson, of Taylorsville, California, for a proposed project to be located on 
the Middle Fork of the Feather River and its tributaries Fall River, South 
Branch, and Little North Fork in Plumas and Butte Counties, California, and 
affecting lands of the United States within the Plumas National Forest. As 
described in the application, the proposed project would consist of (1) on the 
Middle Fork of Feather River, six dams and reservoirs, the dams varying in 
height from 60 to 375 feet, to be located near Washington Creek, Bear Creek, 
Willow Creek, and Ament Creek (or a dam near Hansons Bar as alternate to 
those near Willow and Ament Creeks), and on Coldwater Creek and Middle 
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Fork of Feather River, a tunnel, four (alternate three) powerhouses having 
total installed capacity of about 395,000 horsepower, and appurtenant structures ; 
(2) on the South Branch (a tributary of the Middle Fork of Feather River), 
two dams 125 feet and 100 feet high, respectively, in the vicinity of Yard House 
and Browns Hill, with reservoirs, Pinchard Creek diversion conduit, tunnel, a 
penstock and powerhouse on Cascade Creek with proposed installed capacity of 
5,500 horsepower, and appurtenant structures; (3) on the Fall River (a tributary 
of the Middle Fork of Feather River), three dams, about 100 feet, 100 feet, and 
175 feet high, to be located adjacent to Nelsons Crossing, upstream of Feather 
Falls, and near Dark Canyon, respectively, three reservoirs, tunnel, penstocks 
and two powerhouses at Watson Ridge and near confluence of Fall River and 
the Middle Fork of Feather River, respectively, with total proposed installation 
of about 33,000 horsepower, and appurtenant structures; and (4) on the Little 
North Fork (a tributary of the Middle Fork of Feather River) a dam about 100 
feet high and reservoir east of Junction House, a tunnel, penstock and power- 
house near Crooked Bar with proposed installed capacity of about 20,000 horse- 
power, and appurtenant structures. 

Protests were filed by Richvale Irrigation District and Pacific Gas and Electric 
Company, respectively, against the issuance of a preliminary permit to Robert P. 
Wilson for proposed Project No. 2124. Pursuant to the filing of a petition to 
intervene, Pacific Gas and Electric Company by Commission Order issued June 30, 
1953, was permitted to become an intervener in the proceeding on Project No. 
2124. 

By letters dated August 26, 1955, and December 1, 1955, Robert P. Wilson 
was requested to submit certain additional information, but to date the in- 
formation has not been received. 

(3) Project No. 2136—On May 28, 1953, an application was filed by Pacific 
Gas and Electric Company, of San Francisco, California, for a proposed project 
to be located on the Middle Fork of Feather River and its tributaries and on 
French Creek, a tributary of North Fork Feather River in Butte, Plumas, and 
Sierra Counties, California, and affecting lands of the United States within 
the Plumas National Forest. As described in the application, the proposed 
project would consist of five dams varying in height from 20 feet to 380 feet, 
forming five storage reservoirs at Grizzly Valley, Clio, Gold Lake, Nelson Point 
and French Creek, with a total gross capacity of about 415,000 acre-feet; four 
diversion dams; a system of tunnels aggregating about 23.0 miles in length; 
four powerhouses (Nelson Point; Onion Valley; Willow Creek; French Creek) 
with installed capacity of about 265,000 horsepower ; and appurtenant hydraulic, 
mechanical and electrical facilities. 

On October 16, 1953, Richvale Irrigation District filed a protest and petition 
to intervene in the proceeding on Project No. 2136. 

Proposed Projects Nos. 2124, 2134, and 2136 would develop substantially the 
same reach of stream and would be mutually exclusive in that it is not physically 
possible to construct more than one of the projects. Under such circumstances 
the provisions of Section 7 (a) of the Act provide that the Commission give 
preference to applications by States or municipalities for a preliminary permit 
over applications of others provided the plans of a State or municipality are 
deemed by the Commission equally well adapted, or shall within a reasonable 
time to be fixed by the Commission be made equally well adapted, to conserve 
and utilize in the public interest the water resources of the region involved. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of the 
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permit, the right of priority of application for license while the permittee under- 
takes the necessary studies and examinations, including the preparation of maps 
and plans, in order to determine the economic feasibility of the proposed project, 
the means of securing the necessary financial arrangements for construction, 
the market for the project power, and all information necessary for inclusion 
in an application for license, should one be filed. 


The Commission finds: 


(1) Richvale Irrigation District is an agency of the State of California, 
organized under the laws of the State of California; and it is a municipality 
within the meaning of Section 3 (7) of the Act. 

(2) Based upon the three applications for preliminary permits for proposed 
Projects Nos. 2124, 2134, and 2136, respectively, and other data of record, the 
plans of Richvale Irrigation District are equally well adapted as the plans of 
Robert P. Wilson and those of Pacific Gas and Electric Company to conserve 
and utilize in the public interest the water resources of the region and the 
Commission must, therefore, give preference to the application for preliminary 
permit filed by Richvale Irrigation District for proposed Project No. 2134. 

(3) Project No. 2134 will occupy lands of the United States and may affect 
navigable waters of the United States. 

(4) Public notice of the application has been given and, except as mentioned 
above, no conflicting applications are before the Commission. 

(5) No reason is apparent at this time for construction of the proposed project 
by the United States. 

(6) Although there may be conflicts in water use and flow regulation interests 
between proposed Project No. 2134 and the State of California’s water plan 
by virtue of common drainage basins, it is in the public interest to allow Richvale 
Irrigation District to obtain additional engineering and economic data which 
may be useful in further consideration of a plan of development of the Middle 
Fork of Feather River. 

(7) Under the circumstances, the pending applications for preliminary permits 
for proposed Projects Nos. 2124 and 2136 should be denied. 

(8) The participation of Pacific Gas and Electric Company in the proceeding 
on Project No. 2134 may be in the public interest. 

(9) The participation of Richvale Irrigation District in the proceeding on 
Project No. 2136 may be in the public interest. 

(10) The interest claimed by Petitioner Worth Bayles on behalf of himself 
and others is not of such nature that intervention in a proceeding upon an 
application for a preliminary permit where no construction is authorized is 
necessary or appropriate and is not an interest of such nature that Petitioner’s 


participation herein may be in the public interest. Therefore, the petition should 
be denied. 


The Commission orders: 


(A) This preliminary permit is issued to Richvale Irrigation District (herein- 
after referred to as the Permittee) for a period of two years, effective as of 
February 1, 1957, for the sole purpose of maintaining priority of application 
for a license for Project No. 2134, affecting lands of the United States within 
the Plumas National Forest, subject to the terms and conditions of the Act 
which is hereby incorporated by reference as a part of this permit, and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 
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(B) This permit is also subject to the terms and conditions set forth in Form 
P-1,* entitled “Terms and Conditions of Preliminary Permit”, which terms and 
conditions (described as Articles 1 through 8) are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as additional articles: 

Article 9. The Permittee shall carry out the project planning in cooperation 
with the United States Forest Service, the California Department of Fish and 
Game, and the United States Fish and Wildlife Service, with a view to developing 
a plan which is compatible with fish and wildlife conservation and the Plumas 
National Forest interests. 

Article 10. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the Regional 
Forester, United States Forest Service, as to reasonable requirements relative 
to operations, field surveys and explorations, and shall abide by such require- 
ments; and shall cooperate with the United States Forest Service during the 
period of this permit to develop a plan for alleviation of damage to and achieving 
maximum utilization of national forest resources insofar as affected by the 
proposed project. 

Article 11. The Permittee shall submit at the close of each 3-month period, 
from the effective date of the preliminary permit, to the Commission’s Regional 
Engineer in San Francisco, California, or to such other officer as the Commis- 
sion may designate, accurate statements of the work accomplished during the 
period and of the work contemplated under the preliminary permit for the 
ensuing period. 

(C) Robert P. Wilson’s application for a preliminary permit for proposed 
Project No. 2124 is denied. 

(D) Pacific Gas and Electric Company’s application for a preliminary permit 
for proposed Project No. 2136 is denied. 

(E) Pacific Gas and Electric Company is permitted to become an intervener 
in the proceeding on Project No. 2134 and Richvale Irrigation District is permitted 
to become an intervener in the proceeding on Project No. 2136: Provided, how- 
ever, That participation by Pacific Gas and Electric Company and by Richvale 
Irrigation District shall be limited to matters affecting asserted rights and 
interests specifically set forth in their petitions for leave to intervene; and 
Provided, further, That their admission shall not be construed as recognition by 
the Commission that they might be aggrieved because of any order or orders issued 
by the Commission in the respective proceedings. 

(F) The aforesaid petition for leave to intervene in the proceeding on Project 
No. 2134 filed by Worth Bayles on behalf of himself and others is denied. 

(G) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this pre- 
liminary permit. In acknowledgement of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission within 
60 days from the date of issuance of this order. 


*For the contents of this form, see 16 F. P. C. 1303. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PORTLAND GENERAL ELECTRIC COMPANY—PROJECT NO. 2195 
ORDER MODIFYING ORDER ISSUING LICENSE (MAJOR) 
Issued February 11, 1957 


By letter filed February 4, 1957, the State of Oregon, through its Assistant 
Attorney General, has requested modification of paragraph (D) of our order 
issued January 18, 1957, 17 F. P. C. 58, granting a license to Portland General 
Electric Company, of Portland, Oregon, (Applicant) for proposed major Project 
No. 2195, to be known as the North Fork Hydroelectric Project, located in 
Clackamas County, Oregon. 

The State asks that paragraph (D) of our order relating to our approval of 
an Agreement between the State Fish and Game Commissions and the Appli- 
cant be modified by deleting therefrom the words “insofar as necessary to effect 
the purposes of this license,” and substitute therefor the werds “and the terms 
thereof are by reference thereto incorporated as a part of this license.” 

By letter filed February 6, 1957, Applicant has advised that it has no objections 
to the State’s requested modification of our order and concurs in and supports 
such request. 

The Commission finds: 


It is appropriate and in the public interest to modify our order issued Janu- 
ary 18, 1957 as hereinafter provided. 


The Commission orders: 

Paragraph (D) of our order issued January 18, 1957 is modified to read as 
follows: 

(D) The above referred to “Agreement” between the Licensee and the Fish 
and Game Commissions of Oregon, dated August 21, 1956, is approved insofar 
as it affects project works authorized by this license and the terms thereof are 
by reference thereto incorporated as a part of this license. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THD WESTERN COLORADO POWER COMPANY, PROJECT NO. 400 
ORDER AMENDING LICENSE (MAJOR) 
Issued February 12, 1957 


Application was filed March 19, 1956, by The Western Colorado Power Com- 
pany, licensee for Major Project No. 400, located on the Animas and South 
Fork of San Miguel Rivers and tributaries, Colorado, and affecting lands of the 
United States within the Uncompahgre National Forest, for amendment of the 
license for the project as hereinafter specified. 


The application seeks amendment of plans of project works to provide for 
reconstruction of portions of the existing Trout Lake conduit and alterations 
to the Ames Plant involving dismantlement and removal of deteriorated wooden 
flume and replacement with steel pipe including some relocation, and conversion 
of Ames Plant to semi-automatic operation. 
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Licensee states that the proposed changes are necessary since deterioration 
of the present flume requires excessive maintenance and its replacement will 
prevent water loss. Semi-automatic operation of the Ames Plant will result 
in economy and no reduction in kw.-hr. output is anticipated. 

In accordance with licensee’s request transmitted with its application for 
amendment the licensee was advised by letter dated April 4, 1956, that the 
Commission would interpose no objection to its proceeding at its own risk with 
the proposed work on the project, prior to consideration of the application for 
amendment of license, subject to clearance from the Forest Service. 

The effect of the amendment among others, will be the exclusion of a net 
amount of 4.35 acres of government lands from the project area. As a result 
of this net exclusion the annual land charges, exclusive of transmission lines, 
would be reduced from the present annual charge for occupancy of Government 
land of $186.39 to $183.97. 

The Chief, Forest Service, acting for the Secretary of Agriculture by letter 
dated May 22, 1956, reported favorably on the application and advised that the 
existing provisions of the license would be adequate for the protection and 
utilization of the National forest land and resources. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Uncompahgre National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) The amount of annual charges to be paid under the license as further 
amended for the purposes of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(3) The following described exhibits were filed as part of the application for 
amendment : 

(a) Amended Exhibit K (F. P. C. No. 400-44) Trout Lake Flowline Recon- 
struction dated March 13, 1956, superseding portions of Amended Exhibit K, 
Sheet 4 of 7 (F. P. C. No. 400-21). 

(b) Amended Exhibit L (F. P. C. No. 400-45) Trout Lake Flowline Recon- 
struction dated March 13, 1956, superseding portions of Amended Exhibit L, 
Sheet 3 of 5 (F. P. C. No. 400-27). 
and Amended Exhibits K and L tracings (F. P. C. Nos. 400-21 and -27), with 
appropriate notations thereon to reflect the superseded portions of project area 
and boundary of the Trout Lake Flowline, conform to the Commission’s rules 
and regulations and should be approved as part of the license for the project, 
and the superseded portions of Amended Exhibit K, Sheet 4 of 7 (F. P. C. No. 
400-21) and of amended Exhibit L (F. P. C. No. 400-27) should be eliminated 
from the license for the project. 


The Commission orders: 

(A) The amended exhibits described in finding (3) above as conforming to 
the Commission’s rules and regulations with proper notations thereon are ap- 
proved as part of the license for the project, and the amended exhibits described 
therein as partially superseded are eliminated from the license to the extent 
that they have been superseded. 

(B) The license for Project No. 400, amended, is further amended effective 
as of May 1, 1956, by changing Sub-paragraph (ii) of Article 20 of the license 
to read: 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission line right-of- 
way, $183.97; 
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(C) This order shall become final thirty (30) days from the date of its issu- 
ance unless application for rehearing shall be filed as provided in Section 313 
(a) of the Federal Power Act and failure to file such an application shall consti- 
tute acceptance of this amendment of license. In acknowledgment of the ac- 
ceptance of this amendment of license, it shall be signed for the Licensee and 
returned to the Commission within sixty (60) days from the date of issuance 
of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2030 


ORDER APPROVING REVISED EXHIBIT 


Issued February 12, 1957 


On October 24, 1956, Portland General Electric Company, licensee for pro- 
posed major Project No. 2030, to be located on the Deschutes River in Jefferson 
County, Oregon, filed for Commission approval and inclusion in the license for 
the project the following exhibit—a drawing showing plan of the project regu- 
lating dam and fish ladder facilities: 

Second Revised Exhibit L-9: (G—146607 (F. P. C. No. 2030-48), entitled “Regu- 
lating Dam and Fish Ladder Facilities.” 

By Commission order issued June 29, 1956, 15 F. P. C. 1616, the Commission, 
among other things, approved a drawing of the regulating dam (Exhibit L-9 
(F-144295) (F. P. C. No. 2030-28) ), with the reservation that such approval did 
not relieve the licensee from further complying with Articles 27, 32, 33, and 34 
of the license relating to fishery facilities, 

The revised plan for the regulating dam provides in its structure a fish barrier 
and provisions for entrances to the permaneit fish ladder. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, informed the Commission that the Fish and Wildlife Service granted 
approval of the revised plan with the understanding and belief that certain 
minor details could be clarified as construction drawings are prepared and 
construction proceeds. 

By joint letter dated October 15, 1956, addressed to the licensee, copies of 
which were furnished the Commission by the licensee, the Fish and Game 
Commissions of the State of Oregon advised the licensee that they approved 
the revised drawing. 

By letter dated October 29, 1956, the licensee was advised that the Commis- 
sion would interpose no objection to its proceeding at its own risk with the 
construction of the regulating dam. 


The Commission finds: 

Second Revised Exhibit L-9 (G-—146607) (F. P. C. No. 2030-48), superseding 
Exhibit L-9 (F-144295) (F. P. C. No. 2080-28), now part of the license for the 
project, conforms to the Commission's rules and regulations and should be 
approved as part of the license for the project and said superseded exhibit 
should be eliminated from the license. 

The Commission orders: 


(A) Second Revised Exhibit L-9 (G-146607) (F. P. C. No. 2030-48) is ap- 
proved as part of the license for the project and superseded Exhibit L-9 
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(F-144295) (F. P. C. No. 2030-28), now part of the license for the project, is 
eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—10821 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued February 14, 1957 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, filed an application on July 30, 
1956, for a certificate of public convenience and necessity pursuant to Section 7 
of the Natural Gas Act, authorizing the construction and operation of certain 
previously installed facilities together with certain new proposed facilities, as 
hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the Application. 

Applicant seeks authorization for the following existing and proposed 
facilities. 

(a) One existing 2,200 horsepower compressor station, consisting of four 
portable type compressor units of 550 horsepower each, known as the Largo 
Canyon Field Station and located in San Juan County, New Mexico, together 
with dehydration facilities having a capacity of 32,000 M. c. f. per day, and 
appurtenances. 

(b) Installation of an additional 1,320 horsepower of portable type com- 
pressor facilities to Applicant’s above existing 2,200 horsepower Largo Canyon 
Field Station together with additional dehydration facilities having a capacity 
of 22,000 M. c. f. per day, and appurtenances. 

(c) One new 3,300 horsepower compressor station, together with dehydration 
facilities having a capacity of approximately 43,000 M. c. f. per day and ap- 
purtenances, to be known as the Ballard Compressor Station and to be located 
in San Juan County, New Mexico. 

The actual cost of the presently installed facilities totals $513,469 and the 
estimated total cost of the proposed facilities is $1,089,330 or a total of $1,602,799. 

Applicant states that the Largo Canyon Field Station, described in (a) above, 
was originally installed and placed in operation in April 1953 and subsequently 
additional compressor and dehydration facilities were added thereto in De 
cember, 1953 and August, 1954. These facilties were originally intended to be 
of a temporary nature but because of the recent acquisition of additional re- 
serves requiring installation of the Chaco Plant in the San Juan Basin, later 
authorized in Docket No. G—10499, Applicant feels that the Largo Canyon 
Station will be a permanent installation for the necessary compression of the 
field gas to enter its Chaco Plant. 

The additional compressor and dehydration facilities proposed at (b) and (c) 
above are stated as being temporary and at such time as the proposed Chaco 
Plant is authorized and ready for operation, Applicant contemplates either 
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retiring such temporary facilities or using them at other locations in the San 
Juan Basin. 

No additional markets are proposed herein to be served by Applicant, other 
than those previously authorized. 

The gas supply of Applicant is reasonably adequate to justify the proposed 
investment. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 11, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 





(1) El Paso Natural Gas Company, a Delaware corporation with its principal 
place of business at El Paso, Texas, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
issued October 29, 1942, in Docket Nos. G—-242 and G—257. 

(2) The public convenience and necessity require the construction and opera- 
tion of the facilities described in (b) and (c) and the continued operation of 
the facilities described in (a) as applied for in Docket No. G—10821 as herein- 
before described; Applicant is able and willing properly to do the acts and to 
perform the services proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules, and regulations of the Commission there- 
under; and a certificate for said facilities should be issued upon the terms and 
conditions as hereinafter ordered. 

(3) The facilities for which authorization is sought in this docket are used 
or are proposed to be used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof are subject to the requirements of subsections 
(b), (ec) and (e) of Section 7 of the Natural Gas Act. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (1), (3), (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, should attach to the 
authorization of facilities referred to in paragraphs (b) and (c) above, and 
to the exercise of the rights granted thereunder, and that the time within 
which construction of said facilities should be completed and placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 























(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso Natural Gas Company to continue the operation of 
the facilities set forth in paragraph (a) above, the construction and operation 
for which authorization has not been heretofore obtained and the construction 
and operation of the temporary facilities described in paragraphs (b) and (c) 
above, until such time as Applicant’s Chaco Plant, authorized in Docket No. 
G-10499, is in operation; such certificate is issued without prejudice to the 
Commission’s right to impose penalties against Applicant for construction and 
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operation of facilities described in paragraph (a) above without prior 
authorization. 

(B) The general terms and conditions set forth in paragraph (b), (c) (1), 
(3), (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations shall attach to the authorization of facilities referred to in paragraphs 
(b) and (c) above and to the exercise of the rights thereunder, and the time 
within which construction of such facilities shall be completed and in actual 
operation is fixed at 6 months from the date on which this order issues. 

(C) The certificate issued herein shall be deemed accepted and of full force 
and effect unless refused in writing and under oath by the Applicant within 
30 days from date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-11095 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORIZING ABANDONMENT OF FACILITIES 


Issued February 14, 1957 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation and a sub- 
sidiary of The Columbia Gas System, Inc., having its principal place of business 
in Columbus, Ohio, filed on September 17, 1956 an application, pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing construction and operation of additional underground 
storage facilities, and for authority to abandon certain facilities, as hereinafter 
described, subject to the jurisdiction of the Commission. 

Applicant proposes the following facilities for the expansion of underground 
storage operations: 

Project No. 1, Wellington Storage (Ezrpansion)—installation of superchargers 
and new compresser cylinders and compressor piping on existing gas engine- 
compressor units at Wellington Storage Compressor Station in Medina County, 
Ohio, increasing station rated power from 3,200 to 4,320 horsepower and the 
input rate from 40,000 M. ec. f. to 54,000 M. c. f. per day. The output rate at 
1,150 p. s. i. g. ultimate storage pressure and with 18,804,000 M. ec. f. in storage is 
estimated to be 190,000 M. c. f. per day. 

The estimated cost of facilities is $193,000, less net salvage of $25,460. 

No service to field line customers is to be abandoned. 

Project No. 2 Holmes Storage (Ertension)—activation and development of 
two additional storage pools in the Holmes Storage Field in Holmes, Wayne and 
Ashland Counties, Ohio, including installation of approximately 16.4 miles of 
3% inch O. D. to 65 inch O. D. project piping. Four proposed storage pools 
were the subject of the application in Docket No. G—1985, of which, upon motion 
of Applicant, the two pools now proposed here were deleted. 

The maximum deliverability of the two pools to be activated at ultimate 
pressure of 1,150 p. s. i. g. and stored volume of 5,300,000 M. c. f. is estimated 
to be 35,000 M. c. f. per day. 

The estimated cost of facilities is $362,000, less net salvage of $36,920. 

Project No. 3 McArthur Storage (New Storage Area)—activation and de- 
velopment of a new storage field in Vinton County, Ohio, to be identified as the 
MeArthur Storage Field, including installation of approximately 15.1 miles of 
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4% inch O. D. to 20 inch O. D. project piping and transmission line and a 
8,300 horsepower storage compressor station. Input capacity of 10,000 M. c. f. 
per day with present line pressure will be increased to 85,000 M. c. f. per day in 
1958. Output capacity will be 40,000 and 70,000 M. c. f. per day for the peak 
days of 1959 and 1960, respectively, with deliverability of approximately 80,000— 
100,000 M. c. f. per day possible in earlier months. 

The estimated cost of this project is $2,070,000, less net salvage of $19,200. 

The cost of all three projects will be financed by sale of securities to The 
Columbia Gas System, Inc. 

The drilling of a tentative 103 wells in Project Nos. 2 and 3 is contemplated 
at an estimated cost of $1,666,000. The actual number to be drilled will depend 
on progressive results of drilling. 

Service will be discontinued to few, if any, of the 30 field line customers being 
served in the Holmes Storage area and the 3 customers in the proposed McArthur 
storage area as a result of the relocation of lines. In the event of discontinuance 
of service to any customers, notice will be given and ample time allowed for 
conversion to other fuel. 

Applicant requests authorization to abandon existing compressors and com- 
pressor piping at Wellington Station to be replaced by proposed facilities de- 
scribed under Project No. 1. 

Applicant also proposes to abandon approximately 33.1 miles (23.2 miles 
under Project No. 2; 9.9 miles under Project No. 3) of existing 2% inch O. D. 
to 65, inch O. D. well and field lines to be replaced by storage piping proposed 
under Projects Nos. 2 and 3. 

Applicant states that during 1955 approximately 90 percent of the gas available 
to Applicant was received from interstate suppliers, and the proportion will be 
increased in future years due to increasing total requirements and declining local 
production. As of December 1955 approximately 79 percent of Applicant’s 
customers were using gas for central heating, and that it is therefore necessary 
for Applicant to place in storage large volumes of gas received during summer 
months in order to make available volumes required for winter and peak day 
service. On the peak day for the winter of 1955-56, December 15, 1955, storage 
withdrawals represented over 50 percent of the total gas available to Applicant, 
and are expected in the course of the next few years to represent 55 percent of 
the total gas available on a design peak day. 

Applicant shows that its supply of gas is reasonably adequate to meet the 
requirements of the proposed storage operation. No new markets are proposed 
to be served. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 7, 1957, respecting the matters involved in and the issues pre- 
sented by the application. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commis- 
sion render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) The Ohio Fuel Gas Company (Applicant) an Ohio corporation and a 
subsidiary of The Columbus Gas System, Inc., having its principal place of 
business at Columbus, Ohio, is a “natural-gas company” within the meaning 
of the Natural Gas Act as heretofore found by the Commission in its order 
of August 21, 1945, in Docket No. G—371 (4 F. P. C. 1033). 

(2) The facilities proposed to be abandoned, as heretofore described, are 
used in the transportation and sale of natural gas in interstate commerce, 
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subject to the jurisdiction of the Commission, and the abandonment thereof 
by Applicant is subject to the requirements of Subsection (b) of Section 7 
of the Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and 
approving the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, 
are proposed to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as an inte- 
gral part of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant, are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules and regulations 
of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (e) (8), (ce) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the facilities authorized by this 
order shall be completed and in actual operation on or before June 1, 1958. 


The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commis- 
sion’s Rules of Practice and Procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) of said Rules. 

(B) Applicant be and it is hereby granted permission and approval for 
the abandonment of the natural gas facilities hereinbefore described, upon 
the terms and conditions of this order. Applicant also be and it is hereby 
granted permission and approval for the abandonment of service to field 
line customers as may be necessary incident to the abandonment and installa- 
tion of facilities involved under Projects Nos. 2 and 3 herein described, after 
reasonable notice to such field line customers. 

(C) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application, for the 
transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(D) This certificate shall be accepted in writing, and under oath by a 
responsible official of Applicant and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (ec) (3), (ce) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act shall attach to 
the issuance of the certificate granted in paragraph (C) hereof, and to the 
exercise of the rights granted thereunder. 

(E) The facilities hereby authorized shall be constructed and placed in actual 
operation, on or before June 1, 1958. 

(F) Applicant shall report to the Commission in writing the date or dates 
of the abandonment of the facilities authorized herein within ten days after 
the date of such abandonment. 
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(G) Semi-annual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas in- 
jected and withdrawn from the two herein authorized storage pools in the 
Holmes Storage Field and also the new McArthur Storage Field, herein au- 
thorized, the average shut-in pressure of ail wells corresponding to the volume 
of gas in the storage; together with a statement of the maximum daily injection 
and withdrawal rates experienced and the average well-head working pressure 
corresponding to such rates. There shall be included with each report a map 
showing the shut-in pressures in all storage wells and similar pressures on all 
wells in the area immediately adjacent to the storage field. Reports shall be 
filed until Applicant has completed two injection and withdrawal cycles when 
the shut-in storage pressure, after the injection cycle, has reached or has closely 
approximated the 1,150 p. s. i. g. maximum storage pressure. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-11432 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued February 14, 1957 


Pacific Northwest Pipeline Corporation (Applicant), a Delaware corporation, 
with its principal place of business in Houston, Texas, filed an application on 
November 6, 1956, for a certificate of public convenience and necessity, pursuant 
to Seetion 7 of the Natural Gas Act, authorizing the construction and operation 
of certain natural gas facilities enabling it to render service as hereinafter de- 
scribed, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. 

Applicant seeks authorization to render natural gas service to Intermountain 
Gas Company, Incorporated, (Intermountain), for resale in the Village of 
Declo, Cassia County, Idaho. For this purpose Applicant seeks further au- 
thorization to construct and operate a main line tap meter, and regulator on its 
main line in Idaho about a half a mile south of Declo. 

The Village of Declo is not now served with natural gas. Intermountain esti- 
mates that the first three years of operation will show the following 
requirements : 
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Intermountain has received a franchise from the community of Declo and 
a certificate from the Idaho Public Utilities Commission permitting it to operate 
a natural gas system in Cassia County for service to communities therein. 

The amount of gas needed for Declo will have a negligible effect on the 
Applicant’s total system reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 7, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
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application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Pacific Northwest Pipeline Corporation (Applicant), a Delaware corpora- 
tion having its principal place of business at Houston, Texas, is a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
system and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the sale 
of natural gas hereinbefore described are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (4), and (e) of Section 157.20 of the 
Commission’s General Rules and Regulations, including the Rules of Practice 
and Procedure, should attach to the issuance of the certificate referred to in 
paragraph (e) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate procedure under Section 1.30 (c) of the Commissions Rules of 
Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation and sale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (b), (c) (3), 
(4), and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 6 months from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


TEXAS EASTERN TRANSMISSION CORPORATION, ET AL., 
DOCKET NO. G-—11500, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
Issued February 14, 1957 


On November 19, 1956, Texas Eastern Transmission Corporation (Texas 
Eastern), filed in Docket No. G—11500 an application, as supplemented Decem- 
ber 17, 1956, for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 16 miles of 654 inch O. D. lateral supply pipeline extending 
from a central point in the Huxley Field, Shelby County, Texas, to its existing 
24-inch Provident City-Castor line, together with a main-line tap and appurten- 
ant facilities. These proposed facilities will enable Texas Eastern to purchase 
and receive natural gas produced in the Huxley Field by Chas. T. McCord, Jr., 
(McCord), Operator, et al. The estimated total cost of the proposed facilities 
is approximately $376,000, which will be financed from corporate funds. 

* * * * * * * 

Texas Eastern will transport the gas received from McCord commingled with 
its other gas supplies for sale in other states. 

Gas reserves estimate submitted by Texas Eastern indicates remaining re- 
coverable reserves of 43,893 MMcf @ 14.73 psia dedicated to Texas Eastern by 
McCord in the Huxley Field. The gas supply which will become available by 
the operation of the proposed facilities is reasonably adequate to justify the 
construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C. 
on February 5, 1957, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests to the granting of 
the applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Prac- 
tice and Procedure. 

The Commission finds: 

(1) The Applicant, Texas Eastern Transmission Corporation, a Delaware 
corporation, having its principal place of business at Shreveport, Louisiana, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of October 10, 1947, in Docket 
No. G-880 (6 F. P. C. 148). 

(2) The facilities hereinbefore described, as more fully described in Texas 
Eastern’s application herein, are proposed to be used in the transmission and 
sale of natural gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission, as integral parts of Texas Eastern’s existing pipeline system 
and the construction and operation thereof by Texas Eastern are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* % * * * % % 





*Omitted portions of this order relate to the issuance of independent producer certificates, 
1 Consists of Addison O. Wood, Special and Perry G. Holloway, both of whom, together 
with McCord, are signatory seller parties to the contract involved. McCord is filing on 
its own behalf, as operator, and on behalf of the above signatory seller parties. 
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(5) Applicants, Texas Eastern and Chas. T. McCord, Jr., Operator, et al., 
are able and willing properly to do the acts and to perform the services proposed 
and to conform to the provisions of the Natural Gas Act, and the requirements, 
rules and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Texas Eastern 
and the proposed sale of natural gas by Chas. T. McCord, Jr., Operator, et al., 
together with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefore, are required by the public convenience and 
necessity, and certificates therefore should be issued as hereinafter ordered 
and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ec) (4), and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 C. F. R. 157.20) 
should attach to the certificate hereinafter issued to Texas Eastern, and to the 
exercise of the rights granted thereunder and that the time within such con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation, should be fixed at 6 months from the date on which this order 
issues. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record, and, not 


having been denied by the Commission, is granted, pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate the facilities 
hereinbefore described, all as more fully described in its application in this 
proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 


* * * * * * * 


(C) The certificate to Texas Eastern shall be accepted in writing, and under 
oath, by a responsible official of Texas Eastern, and the general terms and con- 
ditions set forth in paragraphs (a), (b), (ce) (3), (ec) (4), and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and the exercise 
of the rights granted thereunder. 


cg * * * * * * 


(E) The time within which the facilities hereby authorized to Texas Eastern 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Rules of Practice and Procedure is 
hereby fixed at 6 months from the date on which this order issues. 

(F) The certificates issued to Texas Eastern and Chas. T. McCord, Jr. 
Operator, et al., are not transferable and shall be effective only so long as they 
continue the acts or operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and the applicable rules, regulations and orders 
of the Commission. 


a * 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 233 


ORDER FURTHER AMENDING LICENSE (MAJOR) 


Issued February 14, 1957 


Application was filed July 27, 1956, by Pacific Gas and Electric Company, li- 
censee for major Project No. 233, located on Pit River in Shasta County, Cali- 
fornia, and affecting lands of the United States within the Shasta National 
Forest in Shasta County, California, for substitution in the license of revised 
Articles 34 and 35. 

Article 34 provides for a joint investigation to be made by the U. S. Forest 
Service, U. S. Fish and Wildlife Service, the California Department of Fish 
and Game, and the licensee to be used as the basis for determination by the 
Commission of the minimum release of water past the diversion dam for Pit 4 
Unit of the project. Article 35 provides for the construction, maintenance, and 
operation of protective devices and for modification of the Pit 4 Unit project 
structures and operation in the interest of fish and wildlife resources as pre- 
scribed by the Commission. 

The joint investigation provided in Article 34 has been completed and the 
four participants—the U. S. Forest Service, U. S. Fish and Wildlife Service, the 
California Department of Fish and Game, and the licensee—have recommended 
substitution of revised Articles 34 and 35 substantially as hereinafter provided. 

We are advised that Pit 4 Unit of the project was placed in operation on July 
15, 1955, and that minor work which remained was completed by the end of 
that year. Accordingly, Article 6 of the license, which provides, among other 
things, for completion of Pit 4 Unit as the Commission may direct, should be 
revised to show the completion date of the unit as hereinafter provided. 


The Commission finds: 


The license, further amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Shasta National Forest was created 
or acquired and will not alter any of the basic facts upon which the license 
was issued. 


The Commission orders: 


(A) The license for Project No. 233 is further amended, effective as of 
February 1, 1957 ; said amendment being: 

PARAGRAPH I. Article 34 of the license is amended to read as follows: 

Article 34. The Licensee shall provide flows in Pit River at the measuring 
station about 1.5 miles downstream from Pit No. 4 diversion dam of not less 
than the following: 


Second feet 
From May 1,* through September 30 


From October 1, through October 31 
From November 1, through November 80. 
From December 1, through March 31 
From April 1, through April 30** 


*Opening day of fishing season if not May 1, but not earlier than April 27. 
**Day before opening day of fishing season, but not later than May 3. 
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PaRaAGRAPH II. Article 35 of the license is amended to read as follows: 

Article 35. The Licensee shall construct, maintain, and operate such reason- 
able protective devices and comply with such reasonable modifications of Pit 4 
Unit project structures and shall, within the releases of Article 34 hereof, 
comply with such reasonable methods of operation in the interest of fish and 
wildlife conservation and for recreation purposes as may be prescribed by the 
Commission upon recommendation of the California Department of Fish and 
Game, the U. S. Forest Service, and the U. 8. Fish and Wildlife Service after 
notice to the Licensee and interested persons and an opportunity to be heard 
thereon. 

PARAGRAPH III. Article 6 of the license is amended to show the completion 
date of Pit 4 Unit of the project by substituting complete “December 31, 1955” 
for ‘‘as the Commission may direct” at the end of the second paragraph under 
the heading “Pit 4 Unit’ in said article so that the paragraph shall read as 
follows: 

Part II consisting of the remainder of the unit: Begin January 1, 1929; 
complete December 31, 1955. 

PARAGRAPH IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET NO. G-9978 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


Issued February 15, 1957 


Pacific Northwest Pipeline Corporation (Pacific) filed a petition on January 7, 
1957, to amend the certificate of public convenience and necessity, issued June 18, 
1936, in Docket No. G—9978, 15 F. P. C. 1561. 

The certificate referred to above authorized Pacific to construct and operate 
a tap and appurtenant facilities for selling and delivering natural gas on a 
firm basis to Loran L. Laughlin, an individual, for resale in the City of Vernal, 
Utah, and environs. 

Pacific states that subsequent to the issuance of the certificate, Mr. Laughlin 
transferred his franchise, rights, and interests to Utah Gas Service Company 
and Pacific requests that the said certificate authorizing it to construct and 
operate the facilities therein described and to sell and deliver natural gas to 
Loran L. Laughlin, be amended to authorize Pacific to sell and deliver natural 
gas to the Utah Gas Service Company in place of said Loran L. Laughlin. 
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Exhibit A to the petition herein is a report and tentative order of the Public 
Service Commission of Utah, dated March 13, 1956, issuing a certificate of 
public convenience and necessity to the Utah Gas Service Company authorizing 
it to construct, operate, and maintain a natural gas distribution system in the 
Town of Vernal, Utah, in place of Loran L. Laughlin. 


The Commission finds: 


It is in the public interest and it is appropriate in carrying out the provisions 
of the Natural Gas Act to amend, as hereinafter ordered, the order of the 
Commission issued in this proceeding on June 18, 1956, in Docket No. G—9978. 


The Commission orders: 


(A) The order of the Commission issued June 18, 1956, in Docket No. G—9978 
be and the same is hereby amended to authorize Pacific Northwest Pipeline 
Corporation to sell and deliver natural gas to the Utah Gas Service Company 
in place of Loran L. Laughlin. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


WESTERN KENTUCKY GAS COMPANY, DOCKET NO. G—11232 
ORDER DIRECTING SALE OF NATURAL GAS 


Issued February 15, 1957 


Western Kentucky Gas Company (Applicant), a Delaware corporation, with 
its principal place of business located at Owensboro, Kentucky, filed on October 
12, 1956 an application, pursuant to Section 7 (a) of the Natural Gas Act, for 
an order directing Texas Gas Transmission Corporation (Texas Gas), to sell 
natural gas to Applicant for resale and distribution for ultimate public consump- 
tion in the City of Lawrenceburg, Kentucky, all as more fully represented in the 
application on file with the Federal Power Commission and open to public 
inspection. 

Applicant is a natural gas distributing company operating entirely within 
the Commonwealth of Kentucky, serving numerous towns and cities therein, 
and has been exempted from regulation under the Natural Gas Act by a 
Declaration of Exemption issued by the Commission on May 17, 1956. Applicant 
has obtained a franchise to construct and operate as a gas distribution system 
in Lawrenceburg. 

Applicant proposes to construct and operate approximately 5.5 miles of 
414-inch pipeline running south from a pressure reducing tap on the east-to-west 
Louisville Gas and Blectric Company’s (Louisville) 12-inch “East Kentucky 
Line” to the City of Lawrenceburg, and at the city border it will construct 
and operate a regulator station for its distribution system. The total esti- 
mated cost of Applicant’s proposed facilities is $210,000. The cost is to be 
financed by a short-term bank loan and retained earnings. 
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The estimated gas requirements of Applicant for Lawrenceburg for the first 
three years of operation are as follows: 













Peak day (M. c. f.) Annual (M. ¢. f.) 
341 79, 243 
713 162, 887 
896 179, 767 








At present, Texas Gas, through its existing interconnecting facilities with 
Louisville’s pipeline system near Louisville, is delivering and selling natural 
gas to it for resale. Texas Gas is willing and able to deliver to Louisville the 
volume of gas required by Applicant, for Lawrenceburg, but not to exceed 896 
M. c. f. per day, in addition to the other gas Texas Gas is authorized to deliver 
to Louisville and Western Kentucky. Louisville would deliver equivalent 
volumes to Applicant for distribution in Lawrenceburg. The arrangement is 
to be consummated pursuant to a three party agreement between Texas Gas, 
Louisville and Western Kentucky. This agreement would be similar to Texas 
Gas’ Rate Schedule X-3 on file with the Commission, under which the same 
three parties provide natural gas service to Shelbyville, Kentucky. Rendition of 
the requested service by Texas Gas will not impair its ability to adequately serve 
its other existing customers nor have any appreciable effect upon its supplies 
of gas for rendering such service. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on January 24, 1957 (22 
F. R. 801-802). No petition for leave to intervene, notice of intervention or 
protest to the granting of the application has been filed in this proceeding. 

































The Commission finds: 





(1) Western Kentucky Gas Company (Applicant), a Delaware corporation, 
having its principal place of business in Owensboro, Kentucky, is a natural gas 
distributing company operating entirely within the Commonwealth of Kentucky, 
and exempted from regulation under the Natural Gas Act. 

(2) Texas Gas Transmission Corporation (Texas Gas), a Delaware corpora- 
tion, having its principal place of business in Owensboro, Kentucky, is a natural 
gas company within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of March 30, 1948, in Docket No. G-855 (7 F. P. C. 
223). 

(3) It is necessary and in the public interest that Texas Gas be required to 
sell up to 896 M. c. f. per day at 14.73 p. s. i. a. to Applicant for distribution in 
Lawrenceburg, Kentucky in the manner hereinbefore described, using its facilities 
already constructed and in operation, by increasing the volume of natural gas 
delivered to Louisville Gas & Electric Company so as to enable Louisville to 
make delivery of natural gas to Applicant in the same amount for the account 
of Texas Gas, subject to the conditions hereinafter stated. 

(4) The requirement that Texas Gas serve the Applicant with an additional 
volume of natural gas for distribution and sale in Lawrenceburg, Kentucky, in 
accordance with the arrangements made with Louisville Gas and Electric Com- 
pany, as hereinabove stated, will not place an undue burden upon Texas Gas, 
and such added service will not impair its ability to render adequate service to 
existing customers. 
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The Commission orders: 


(A) Texas Gas Transmission Corporation be and it is hereby directed to sell 
to Applicant for resale in Lawrenceburg, Kentucky a volume of natural gas not 
to exceed 896 M. c. f. per day at 14.73 p. s. i. a. 

(B) Service to Applicant for Lawrenceburg shall not commence until Texas 
Gas has placed in operation its facilities authorized in Docket No. G—10062. 

(C) Applicant shall be prepared to receive gas for Lawrenceburg within one 
year of the date of issuance of this order. 

(D) Within 45 days after the date hereof, Applicant, Texas Gas and Louisville 
shall enter into an agreement for service to Lawrenceburg similar to Texas 
Gas’ Rate Schedule X-3 in its F. P. C. Gas Tariff Volume No. 2. 

(E) Texas Gas shall report to the Commission in writing and under oath, 
the date of commencement of the service to Applicant. Such report shall be 
made to the Commission within 30 days from the date service to the Applicant 
begins. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


WISCONSIN RIVER POWER COMPANY, PROJECT NO. 1984 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST 
OF PROJECT AND PRESCRIBING ACCOUNTING THEREFOR 


Issued February 15, 1957 


Wisconsin River Power Company, Licensee for Project No. 1984,? on May 2, 
1952, filed a statement pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act, claiming as of June 30, 1951,? an actual legitimate 
original cost of the Petenwell-Castle Rock Project in the amount of $19,877,751.52.3 

The Commission’s staff made an examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. Following that study, an agreement, subject to Commission ap- 
proval, was reached between the staff and representatives of the Licensee with 
respect to certain proposed adjustments, consisting of the reclassification within 
the project plant accounts of certain items totaling $1,676,574.65 and the elimina- 
tion from the project cost of the amount of $38,907.55, representing excess interest 
during construction charged to the land accounts; and for the accounting dis- 
position of the eliminated amount by a charge of $38,907.55 to account 270, 
Capital Surplus, having a credit balance of that amount, created when the charge 
for excess interest was made to the land accounts. 


1The project is located on the Wisconsin River in Adams, Juneau and Wood Counties, 
Wisconsin. For purposes of this order, it may be said to consist of two developments, the 
Petenwell development and the Castle Rock development; the whole project being herein- 
after referred to as the Petenwell-Castle Rock Project. The license, issued pursuant to 
Section 4 (e) of the Federal Power Act, is by its terms effective for a period of 50 years 
commencing February 1, 1948. 

2 Closing date of the initial cost statement of original project selected by Licensee sub- 
sequent to the commencement of commercial operation of the Petenwell and Castle Rock 
developments on June 1, 1950, and January 1, 1951, respectively. 

3 Article 14 of the license provides for the Commission’s determination of the actual 
legitimate original cost of the original project. 
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The foregoing adjustments are reflected in the attached schedule which also 
shows the distribution of project indirect and overhead construction costs to 
prescribed primary plant accounts, all as proposed by the staff and concurred in 
by Licensee’s representatives. 

After giving effect to those adjustments the staff recommends and the Licensee’s 
representatives have concurred that the Commission determine the actual 
legitimate original cost of the Petenwell-Castle Rock Project to be $19,838,843.97 ; 
all as more specifically shown in the attached schedule by prescribed primary 
plant accounts. 

On January 12, 1956, Licensee filed revised statements of cost reflecting the 
adjustments, accounting disposition and resulting project cost, as proposed for 
allowance by the staff. 

The Public Service Commission of Wisconsin was advised, by letter of this 
Commission dated December 28, 1956, of the proposed adjustments, accounting 
disposition and resulting project cost. By letter dated January 2, 1957, that 
Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) The Licensee, by its tentative agreement and the revised statements which 
it filed, and the Public Service Commission of Wisconsin by its letter dated 
January 2, 1957, have obviated the necessity for the notice and opportunity to 
protest provided by Sections 4.4 and 4.5 of the Commission’s Regulations under 
the Federal Power Act. 

(2) The foregoing adjustments and accounting disposition are reasonable and 
proper for the purposes of the Federal Power Act. 

(3) As of June 30, 1951, the actual legitimate original cost of the Petenwell- 
Castle Rock Project is $19,838,843.97. 

The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act be and they hereby are waived for the purposes 
of this order. 

(B) The adjustments and accounting disposition proposed by the staff and 
agreed to by the Licensee be and they hereby are approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for the Petenwell-Castle Rock 
Project showing the debit balance of $19,838,843.97 as of June 30, 1951, all as 
more specifically shown in the attached schedule by prescribed primary plant 
accounts. 

(D).The Licensee shall, within 90. days from the issuance of this order, file 
F. P. C. Form No. 7, showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


SUN OIL COMPANY 


ORDER ACCEPTING RATE SCHEDULE NO. 18 AND ORDER DENYING APPLICATION FOB 
REHEARING RELATIVE TO PREVIOUS REJECTION OF RATE SCHEDULE NO. 62 


Issued February 15, 1957 


On January 18, 1957, Sun Oil Company (Sun) filed its application for rehearing 
of the Commission’s letter dated December 19, 1956, which had rejected Sun’s 
notices of rate changes filed November 26, 1956, and November 30, 1956, relative 
to Sun’s F. P. C. Gas Rate Schedules Nos. 18 and 62, respectively. 

It appears that Sun’s Rate Schedule No. 18 pertains to sales of gas, including 
Sun’s interest, made by Union Producing Company to United Gas Pipe Line 
Company. Union Producing Company has been authorized by Sun to sell the 
latter’s share of the gas produced when not taken in kind by Sun. At the present 
time, however, Union Producing Company, as the operator of the gas producing 
properties, has not yet filed its sales contract as a rate schedule. It appears that 
unless and until Union Producing Company files with the Commission a rate 
schedule covering the sale of this gas to United Gas Pipe Line Company there may 
not be an effective rate schedule applicable to the sale of that portion of the gas 
which is sold and delivered on behalf of Sun. It further appears that until 
Union Producing Company files an applicable rate schedule it would be in aid 
of the administration of the Natural Gas Act to accept the filing tendered by Sun 
to thus provide an effective rate schedule for its portion of this gas, as we 
provided in reference to other sales of gas and rate schedules in our order Jn the 
Matter of Mrs. Tom Moffitt, in Docket No. G-8819, issued April 29, 1955. 

In reference to the tender designated as Sun’s F. P. C. Gas Rate Schedule No. 
62, it appears that Sun’s interest in the gas there described is being sold and 
delivered in accordance with the terms of a contract between Southern Produc- 
tion Company and Southern Natural Gas Company. Since the time of the execu- 
tion of said contract, Sinclair Oil & Gas Company has assumed the responsibility 
and adopted operation of the gas deliveries and sales theretofore made by South- 
ern Production Company. It further appears that Sinclair Oil & Gas Company 
has undertaken the operation of said gas production as an operator as con- 
templated by our Order No. 190 issued September 27, 1956. To that extent, Sun 
has its interest in gas production sold and delivered and its revenues collected 
by a natural gas company whose rate schedule has been accepted by the Com- 
mission. Since Sun has not entered into a gas sales contract, its action has re- 
moved the necessity of having on file as Sun’s own the duplicate filings of 
another’s contract governing this sale. The tendered and accepted filing of 
Southern Production Company, which has been since adopted by Sinclair Oil & 
Gas Company, provides sufficient basis for the Commission to fix and determine 
rates for this sale of gas to Southern Natural Gas Company, including the portion 
represented by Sun’s interest in the unit production. 


The Commission finds: 

Good cause appears to modify the Commission’s aforementioned letter dated 
December 19, 1956, and to accept Sun’s notice of change in rate applicable under 
Sun’s F. P. C. Gas Rate Schedule No. 18. Sun’s application for rehearing of the 
Commission’s aforesaid letter issued December 19, 1956, relative to the prior 
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tender designated as Sun’s F. P. C. Gas Rate Schedule No. 62, does not set 
forth any new facts or principles of law which either were not fully considered 
by the Commission when it transmitted said letter, or which having been now 
cousidered warrant any change in, or modification of said letter. 


The Commission orders: 


The above-mentioned notice of change in Sun’s F. P. C. Gas Rate Schedule 
No. 18 will be accepted for filing when resubmitted by Sun. The application 
for rehearing filed January 18, 1957, by Sun concerning the Commission’s letter 
dated December 19, 1956, relative to the prior tender designated as Sun’s F. P. C. 
Gas Rate Schedule No. 62 is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


CONSOLIDATED WATER POWER COMPANY, PROJECT NO. 1953 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT; NET CHANGES 
THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


Issued February 18, 1957 


Consolidated Water Power Company, Licensee for Project No. 1953,7 on July 20, 
1953, filed a statement pursuant to Section 4.1 of the Commission’s Regulations 
under the Federal Power Act, claiming as of December 31, 1942,* an actual 
legitimate original cost of the DuBay Project in the amount of $2,501,159.04. 

Licensee’s books of account show a net increase in project costs from Janu- 
ary 1, 1943, to December 31, 1953, totaling $138,615.39. 

The Commission staff made an examination of: the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of those 
amounts. Following that study, the Licensee was advised of certain adjustments 
and accounting dispositions which were proposed by the Staff* with respect to 
Licensee’s claimed cost of project as of December 31, 1942, and net increase in pro- 
ject cost from January 1, 1943, to December 31, 1953, including certain reclassifi- 
eations. By letter dated November 8, 1954, Licensee indicated its agreement 
to the adjustments, including reclassifications, and accounting dispositions as 
proposed by the staff. 

The adjustments, so agreed upon, reduce Licensee’s claimed cost of original 
project as of December 31, 1942, by the amount of $183,777.37; and reduce 
Licensee’s claimed net increase in project cost from January 1, 1943, to Decem- 
ber 31, 1953, by the amount of $2,769.55. 


1 The project is located on the Wisconsin River in Portage, Marathon and Wood Counties, 
Wisconsin. It may be described, generally, as the DuBay Project. The license, issued 
pursuant to Section 4 (e) of the Federal Power Act, is by its terms effective for a period 
of 50 years commencing July 1, 1941. 

2 Closing date of the initial cost statement of original project selected by the Licensee 
subsequent to the beginning of commercial operation of the project on September 16, 1942. 

® Subject to Commission approval. 
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The proposed adjustments to project cost are as follows: 


Applicable to project cost as of Dec. 31, 1942: 
Loss on sale of Big Eau Pleine Reservoir . $105, 985. 
Repairs on Big Eau Pleine Reservoir 42, 125. 
Taxes, repairs, insurance, etc., prior to construction period____ 16, 657. 
Errors in purchase price of land (76. 
Cash discounts on construction materials not credited ¥ 20. 
Erroneous charges to land account (2, 440. 
Delayed charges for land and land rights___...__.________-___ (10, 497. 
Correction of taxes during construction 
Excess interest during construction 


Total adjustments as of Dec. 31, 1942 


Applicable to Project Cost for Period from 
Jan. 1, 1943, to Dec. 31, 1953: 
Abstracts of land sold 
Nonproject property 
Delayed charges for land and land rights__________________-_ (15, 978. 
Repairs and maintenance costs capitalized 
Cash discounts on construction materials not credited 
Unrecorded retirements (land) 
Erroneous credit for dividend from bankrupt bank 


Total adjustments—Jan. 1, 1943 to Dec. 31, 1953 2, 769. § 


Total adjustments as of Dec. 31, 1953 186, 546. 


The foregoing adjustments are reflected in the attached schedule as of 
cember 31, 1953, which also shows the distribution of project overhead costs 
by prescribed primary plant accounts as proposed by the staff and concurred 
in by Licensee. 

After giving effect to those adjustments, the staff recommends and the 
Licensee has concurred that the Commission determine the actual legitimate 
original cost of the DuBay Project to be $2,320,547.35 as of December 31, 1942; 
the net increase in project cost from January 1, 1943, to December 31, 1953, 
to be $132,680.16 ; and the actual legitimate original cost of the DuBay Project to 
be $2,453,227.51 as of December 31, 1953, as more specifically shown in the 
attached schedule by primary plant accounts. 

The accounting disposition of the proposed adjustments as agreed to by the 
staff and the Licensee is by charges (or credits) to the following accounts: 


100.1 Electric plant in service—Nonproject $52. 83 
110 Other physical property 2, 759. 35 
233.2 Accounts payable to associated companies__.___-..----_---- (27, 440. 99) 
250.1 Reserve for depreciation of electric plant—Project (6, 000. 00) 
271 Earned surplus 217, 175. 73 
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The Public Service Commission of Wisconsin was advised, by letter of this 
Commission dated December 3, 1954, of the proposed adjustments, accounting 
dispositions and resulting project costs. By letter dated December 13, 1954, 
that Commission indicated no objection to the foregoing. 


The Commission finds: 


(1) Licensee by its agreement to the proposed adjustments, accounting dis- 
positions and resulting project costs and the Public Service Commission of Wis- 
consin by its letter dated December 13, 1954, have obviated the necessity for 
the notice and opportunity to protest provided by Sections 4.4, 4.5, 4.22, and 
4.23 of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) The actual legitimate original cost of the DuBay Project, as of December 
31, 1942, is $2,320,547.35; the net increase or change in project plant accounts 
for the DuBay Project for the period January 1, 1943, to December 31, 1953, is 
$132,680.16; and the actual legitimate original cost of the DuBay Project, as 
of December 31, 1953, is $2,453,227.51. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22, and 4.23, of the Commission’s 
Regulations under the Federal Power Act be and they hereby are waived for 
the purposes of this order. 

(B) The adjustments and accounting dispositions proposed by the staff 
and agreed to by the Licensee be and they hereby are approved and directed 
to be made by the Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the DuBay Project showing 
the debit balance of $2,320,547.35 as of December 31, 1942; the debit amount of 
$132,680.16 as the net increase or change in project plant accounts during the 
period January 1, 1943, to December 31, 1953; and the debit balance of 
$2,453,227.51 as of December 31, 1953; all as more specifically shown by pre- 
scribed primary plant accounts in the attached schedule. 

(D) Licensee shall within 90 days from the issuance of this order file F. P. C. 
Form No. 7 showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn'L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 




















AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-—2306; 
TEXAS GAS TRANSMISSION COMPANY, DOCKET NO. G-2311; MICHI- 
GAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-—2327; LINCOLN 
NATURAL GAS COMPANY, INC., DOCKET NO. G-9270; ILLINOIS POWER 
COMPANY, DOCKET NO. G-9293; CITY OF ALEDO, ILLINOIS, DOCKET 

NO. G-9620; OHIO VALLEY GAS CORPORATION, DOCKET NO. G-9697 





OBDER REOPENING PROCEEDINGS FOR LIMITED PURPOSE AND MODIFYING PRIOR ORDER 
DIRECTING SALE AND DELIVERY OF NATURAL GAS AND PROVIDING FOR THE ALLOCATION 
OF NATURAL GAS 








Issued February 21, 1957 


On September 4, 1956, 16 F. P. C. 897, the Commission issued its order in the 
above-styled proceedings directing the sale and delivery of natural gas to certain 
municipalities and distribution companies located in territory adjacent to the 
routes traversed by the pipelines of American Louisiana Pipe Line Company 
(American Louisiana) and Michigan Wisconsin Pipe Line Company (Michigan 
Wisconsin). The municipalities and distribution companies to which the Com- 
mission directed service to be rendered were either interveners or Section 7 (a) 
applicants in the consolidated proceedings. 

However, in passing upon the requests for service no distinction was made as 
to vehicle used by the parties to obtain service. In this connection we stated 
in our order as follows: 






























In passing upon the requests involved in these consolidated proceed- 
ings, no distinction need be made between the requests for natural gas 
of Section 7 (a) applicants and interveners. All such requests may appro- 
priately be judged under the requirements of Section 7 (a). This section 
provides that the Commission may, if it “finds such action necessary or 
desirable in the public interest,” direct a natural-gas company to establish 
physical connection and sell natural gas to “any person or municipality 
engaged or legally authorized to engage in the local distribution of natural 
or artificial gas to the public,” if the Commission finds that no undue burden 
will be placed upon such natural-gas company thereby, provided that such 
action would not impair the ability of the natural-gas company to render 
adequate service to its customers. The criteria to be applied under Section 
7 (a)’s prescription of “necessary or desirable in the public interest” include 
whether the pipeline company is the applicant’s most feasible source of 
supply ; whether there is a public need for and will be a public benefit from 
natural-gas service in the areas involved; whether the project can be ade- 
quately financed ; and whether the project is economically feasible. 


Among the interveners in the proceeding was St. Joseph Light and Power 
Company (St. Joseph), an existing customer of Michigan Wisconsin, which 
sought an allocation of natural gas to enable it to serve the communities of 
Maitland and Mound City, Missouri. In passing upon St. Joseph’s request for 
the additional allocation of natural gas in our order issued September 4, 1956, 
we stated: 


St. Joseph Light and Power Company (St. Joseph) adduced evidence 
to support its request for natural gas to serve the communities of Maitland 
and Mound City, Missouri, * * *. it appears that this company has no 
franchise for either of these communities so that it has not been shown 
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to be qualified under Section 7 (a) on the present record, However, since 
Michigan Wisconsin has signified a willingness to construct the necessary 
facilities to serve these communities, opportunity will be afforded St. Joseph 
to make such further filings, if any, in support of its project as it considers 


appropriate, such filings to be made within 30 days of the date of issuance 
of this order. 


Subsequently, on October 2, 1956, St. Joseph was granted an extension of 
time to and including December 4, 1956, within which it should make its further 
filings. 

On November 21, 1956, St. Joseph made a “further filing” with the Commission 
to which it appended as Exhibits 1 and 2 certified copies of franchises author- 
izing it to sell and distribute natural gas and to construct and operate the 
facilities necessary therefor within the City of Maitland, Missouri, and within 
the City of Mound City, Missouri, respectively, together with the acceptances 
of such franchises by St. Joseph. 

In its “further filing’, St. Joseph “prays for a final order of the Commission 
granting its application and request herein for natural gas to serve the com- 
munities of Maitland and Mound City, Missouri.” 

The “further filing’ was served upon all parties to the proceedings by St. 
Joseph. No objection, answer or protest to such “further filing’ has been 
received by the Commission. 

In the absence of any objection, answer or protest to the “further filing” made 
by St. Joseph on November 21, 1956, it appears to be appropriate in the public 
interest to reopen the record in these proceedings for the limited purpose of 
making such “further filing” together with the exhibits appended thereto a 
part of the record in the consolidated proceedings. Such “further filing” and 
exhibits appended will be incorporated into the record by reference to the 
official files of the Commission and will be designated as Item H by reference. 

As disclosed by the record the estimated number of spaceheating customers 
which will be served by St. Joseph in Maitland and Mound City, Missouri in the 
third year of operation and the company’s estimated annual and maximum day 
requirements for gas from Michigan Wisconsin are as follows: 


| Third year 


Annual | Maximum | Number 

volume day of space- 

M.c. f. volume heating 
M. c. f. consumers 


11, 800 122 65 
39, 000 393 206 
271 


teers onnennetnas 
50, 800 | 515 
' 


The estimated total cost of facilities necessary to serve the two communities 
is $146,000. St. Joseph proposes to construct the necessary facilities from 
general corporate funds. From the record it clearly appears that St. Joseph 
will have no difficulty in financing the cost of the facilities necessary to serve 
Maitland and Mound City, Missouri. 

St. Joseph’s request for an allocation of natural gas from Michigan Wisconsin, 
for service to, and resale in, Maitland and Mound City, Missouri, should be 
granted in the public interest. Its project is economically feasible, and its 
“further filing’ shows that St. Joseph is now “legally authorized to engage in 
the local distribution of’ natural gas in Maitland and Mound City, Missiouri, 
in conformity with the requirement of Section 7 (a) of the Natural Gas Act. 
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The Commission further finds: 


(1) Michigan Wisconsin Pipe Line Company is engaged in transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and it is, therefore, a 
“natural-gas company” within the meaning of that term as used in the Natural 
Gas Act. 

(2) It is desirable and appropriate in the public interest and in conformity 
with the Commission’s order issued in these proceedings on September 4, 1956, 
to reopen the record in these proceedings as hereinafter ordered. 

(3) It is necessary and desirable in the public interest that the Commission 
by order direct and authorize Michigan Wisconsin, to establish physical con- 
nection of its transportation facilities with those of St. Joseph Light and 
Power Company, and direct and authorize the sale and delivery by Michigan 
Wisconsin, of natural gas in accordance with its presently filed tariff. 

(4) In conformity with the provisions of the presently filed tariff of Michigan 
Wisconsin, it is necessary and desirable in the public interest to require that St. 
Joseph attach not more than 271 spaceheating customers in Maitland and Mound 
City, Missouri. 

(5) St. Joseph is legally authorized to engage in the local distribution of 
natural gas to the public in Maitland and Mound City, Missouri. 

(6) The requirement that Michigan Wisconsin, serve St. Joseph will not 
place an undue burden upon Michigan Wisconsin, or impair its ability to render 
adequate service to its existing customers. 


The Commission orders: 


(A) The record in these consolidated proceedings be reopened for the limited 
purpose of incorporating therein as Item H by reference to the official files of 
the Commission the “further filing’ made by St. Joseph on November 21, 1956, 
together with the exhibits appended to such “further filing.” 

(B) Michigan Wisconsin is hereby directed to establish and maintain physical 
connection of its transportation facilities with the facilities of St. Joseph Light 
and Power Company, and to deliver and sell to St. Joseph through such con- 
nection natural gas for resale and distribution in Maitland and Mound City, 
Missouri, in conformity with the limitation set forth in finding (4) above. 

(C) As conditions to the exercise of the rights granted hereunder St. Joseph 
shall: 

(i) Within 60 days from the date of issuance of this order, file with the 
Commission a written statement as to whether or not it will proceed with the 
construction necessary to receive delivery of the volumes of natural gas involved 
in rendering the service proposed to Maitland and Mound City, Missouri. 

(ii) Within one year from the date of issuance of this order construct and 
have in operation the facilities necessary for service to Maitland and Mound 
City, Missouri. 

(D) Michigan Wisconsin shall report in writing and under oath the date of 
commencement of service to St. Joseph Light and Power Company. 

(E) The allocation of the initial capacity of American Louisiana’s pipeline 
heretofore determined in the Commission’s Opinion No. 291 and accompanying 
order, as modified by the order issued September 4, 1956, hereinbefore referred 
to, is further modified in accordance with the authorization herein granted to 
provide for the allocation of the 300,000 M. c. f. per day of capacity of American 
Louisiana’s pipeline as follows: Michigan Consolidated to receive a permanent 
allocation of 146,000 M. c. f. and a temporary allocation of 52,600 M. c. f. per day; 
and Michigan Wisconsin to receive a permanent allocation of 90,515 M. c. f. and 
a temporary allocation of 8,785 M. c. f. per day. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOUSTON TEXAS GAS AND OIL CORPORATION, DOCKET NO. G-—9262; 
COASTAL TRANSMISSION CORPORATION, DOCKET NO. G-9960 


ORDER DENYING APPLICATIONS FOR REHEARING, ACCEPTING TARIFFS, REJECTING 
SERVICE AGREEMENTS, DENYING STAY, AND DENYING APPEALS FROM SECRETARY'S 
ACTION 


Issued February 21, 1957 


By opinion No. 301 and accompanying order, issued December 28, 1956, 16 
F. P. C. 118, certificates of public convenience and necessity were issued under the 
Natural Gas Act (Act) to Coastal Transmission Corporation (Coastal) and 
Houston Texas Gas and Oil Corporation (Houston Gas), authorizing the con- 
struction and operation of a joint pipeline project extending from Texas to Florida 
to supply Florida consumers with natural gas. As more fully set forth in that 
opinion and order, a number of conditions were attached to the certificates 
issued, imposing requirements relating principally to the rates and financing 
arrangements of Houston Gas and Coastal. Among other matters, it was re- 
quired that these parties, within 30 days of the issuance of the order, file revised 
tariffs satisfactory to the Commission and in accordance with its regulations and 
the standards it has heretofore applied. 

On January 24, 1957, Houston Gas filed an application for rehearing of the 
aforesaid opinion and order, setting forth that the parties have substantially 
complied with certain of the conditions imposed by opinion No. 301 and ac- 
companying order, and requesting that the remaining conditions be set aside as 
no longer necessary, as undesirable, or as de minimis in character, and request- 
ing a limited rehearing to these ends.’ Likewise, on January 24, 1957, in pur- 
ported compliance with the conditions imposed, Coastal and Houston Gas sub- 
mitted their revised tariffs, consisting of Coastal’s FPC Gas Tariff Original Vol- 
ume No. 1, and Houston Gas’ FPC Gas Tariffs Original Volumes Nos. 1 and 2. In 
addition, Coastal submitted an executed service agreement between it and 
Houston Gas. Also, Houston Gas submitted copies of service agreements with 22 
of its proposed 34 customers in partial compliance with paragraph (B) of the 
Commission’s order. Various supporting materials were also submitted. On 
February 12 and 13, 1957, in order to achieve fuller compliance with the conditions, 
Coastal submitted 12 revised tariff sheets and a superseding service agreement. 
Similarly, Houston Gas, on January 31, 1957, filed a substitute Original Volume 
No. 1 containing several changes to conform the tariff with the Commission’s 
rules. These rate filings as amended are before us now. 

Additionally, applications for reharing of opinion No. 301 and accompanying 
order in opposition to the certificates as granted to Coastal and Houston Gas 
were filed on January 28, 1957, by the Florida Economic Advisory Council; 
by the Atlantic Coast Line Railroad Company and the Louisville and Nashville 
Railroad Company; and by the Public Service Commission of the State of 
New York. 

On the basis of the record in this case and the filings submitted by Coastal 
and Houston Gas, we are able to conclude that the requirements of the basic 
conditions respecting the rate filings have been met, subject to the parties’ 
compliance with the particulars we shall hereinafter enumerate. In regard 





1In addition, Houston Gas requested a stay of opinion No. 301 and accompanying order 
pending final determination of its application for rehearing. 








304 FEDERAL POWER COMMISSION 





to these last, it is in the public interest that additional time beyond the 30 
days allowed in opinion No. 301 and accompanying order be permitted Coastal 
and Houston Gas for satisfying the remaining requirements which we consider 
must be fulfilled. As indicated, we are here concerned with the rate conditions 
alone, contained in our order in paragraphs (B) and (C) and the subparagraphs 
thereof. The financing conditions in paragraph (D), as well as various general 
conditions, are not in issue at this time and of course remain to be satisfied 
for compliance with opinion No. 301 and accompanying order. 

Accordingly, the tariff filings of Coastal and Houston Gas designated above 
should be accepted for filing, subject to these parties complying with the re- 
quirements which remain. To this end, we shall grant an additional 30 days 
for Coastal and Houston Gas to meet those requirements, as they are set forth 
in the instant order, and to accept the certificates issued them. In view of the 
foregoing, there is no necessity for the rehearing requested by Houston Gas, 
and its application therefor shall be denied. Likewise, we shall deny its request 
for stay of opinion No. 301 and aecompanying order. 

As to the applications for rehearing of opinion No. 301 and accompanying 
order, filed by the railroad and other interests mentioned above, for the reasons 
subsequently set forth, we conclude that they should be denied. 

It is necessary only to summarize the substantial particulars wherein the 
parties have complied with the conditions imposed in opinion No. 301 and 
accompanying order, our chief concern at this time being to point out the 
requirements which remain to be met. Considering the case of Coastal first, 
proposed FPC Gas Tariff, Original Volume No. 1, contains two rate schedules, 
S-1 covering the sale of gas to Houston Gas and T-1 covering the transporta- 
tion for Houston Gas of gas purchased by Florida Power Corporation and 
Florida Power and Light Company in Louisiana and Texas, respectively, for 
use in their own power plants in Florida. The proposed rate schedules contain 
the usual cost-of-service formula rates which reflect a 50% credit to the claimed 
working capital for federal income tax accruals and a rate of return of 6%. 
Such return, however, is to be adjusted to reflect the combined actual return 
of Houston Gas and Coastal during a “development period,” extending until 
an appropriate tariff change is accepted by this Commission and any requisite 
authorization under Section 7 of the Act obtained. The new rate schedules do 
not contain the provisions which we required to be eliminated by paragraphs 
(C) (5) and (C) (6) of our order relating to an increase in the allowance 
made Coastal with respect to gas from its own reserves and a credit to Houston 
Gas where Coastal removed heat content from gas which it has purchased. 
To the extent outlined above Coastal’s tariff filing conforms to the conditions 
imposed by paragraph (C) of our order, but other aspects must be considered. 

In making its allocation of costs between the sales and transportation services 
Coastal utilized in its contract formula a billing demand which allocates a 
minimum of demand costs to transportation and a maximum to the sales service. 
The billing demand under the transportation rate schedule is the minimum 
daily transportation obligation. Under the sales rate schedule it is the difference 
between the maximum daily contract obligation for both services to Houston 
Gas and the minimum transportation obligation. This method departs from 
the usual Commission practice of establishing demand units for allocation pur- 
poses on the bases of deliveries during the peak period, and during, at least, the 
first and second years of operation, will give preference to transportation service 
if such service is not required to be curtailed during peak days. Therefore we 
accept Coastal’s tariff subject to its filing revised tariff sheets showing that 
demand costs will be allocated between the two services for the second year of 
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operations and thereafter, on the basis of average deliveries under the two 
services during the three-day sustained peak period of the preceding 12 months. 

The form of service agreement which is part of Coastal’s tariff provides that 
the seller and buyer or either of them may propose such changes and only 
such changes in seller’s tariff “as Buyer and Seller have agreed upon and which 
are set forth hereinbelow. * * *” In the form of service agreement no conditions 
for the filing of changes are set forth, while Section 154.38 (d) (3) of the 
Commission’s Regulations requires that the service agreement set forth the 
“specified conditions” under which a change may be filed. Accordingly, the 
present language of the form of service agreement is not allowable and revised 
tariff sheets should be filed enumerating the conditions, if any, under which rate 
changes may be proposed. 

In Coastal’s executed service agreement with Houston Gas entered into om 
January 24, 1957, it is provided that nothing shall operate to affect obligations 
under the Gas Service agreement between Coastal and Houston Gas dated 
July 19, 1956, and, with respect to the filing of changes, it is provided that 
seller and buyer may each propose only such changes as are related to or 
necessary for the effectuation of the terms of the 1956 agreement. These 
provisions thus incorporate a document outside the present filing and render 
the conditions under which a change may be filed without clear definition in viola- 
tion of our Regulations. Accordingly, we shall reject the tendered service 
agreement and require that Coastal submit an acceptable service agreement at 
least 30 days prior to the commencement of service. 

Houston Gas’ Proposed F. P. C. Gas Tariff, Original Volume No. 1, contains 
Rate Schedule G, covering general firm service at a rate of 55 cents per M. ¢. f., 
and preferred interruptible service at 33 cents per M. c. f., which are the same 
rates presented in evidence in the certificate hearings. The minimum monthly 
bill under the G rate schedule is equal to 50 percent of the buyers’ elected 
portion of the annual contract quantity applicable in the month multiplied by 55 
cents per M. c. f., instead of a minimum bill based on demand as required by 
paragraph (B) (8) of our order. The cancellation provisions have not been 
eliminated from the contracts with the direct primary interruptible customers as 
required by paragraph (B) (4) of our order. 

Houston Gas’ F. P. C. Gas Tariff, Original Volume No. 2, consists of Rate 
Schedules T-1 and T-2, which are special agreements with Florida Power and 
Florida Power and Light, respectively, covering the transportation of gas at a 
rate of 13.5 cents per M. c. f. to Florida Power and 17.5 cents per M. c. f. to Florida 
Power and Light. The proposed transportation rates represent an increase of 
two cents per M. c. f. over the rates presented in the certificate proceedings and 
will increase Houston Gas’ revenues during the third year’s operation by 
$1,095,000. Some of the cancellation provisions which we discussed in our previ- 
ous order and whose elimination we required by paragraph (B) (2) of that 
order have been eliminated but others, as discussed below, are retained. 

In support of its proposed rates Houston Gas has submitted cost-of-service 
data reflecting a 6 percent rate of return on its own facilities, as well as 
Coastal’s. Houston Gas’ costs, together with those of Coastal, have been allo- 
eated on the basis of estimated single peak-day demands, annual volumes and 
number of delivery points, and a cost computed for each category of service to 
be performed by Houston Gas. On the basis of this data, and applying the 
usual Commission standards, it would appear that while the proposed rates 
for each type of service will yield something less than a 6 percent rate of 
return, they will produce such revenues as to render the project economically 
feasible. It may be, of course, that actual experience will present a different 
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picture with respect to these rates. Further, if the capacity of the proposed 
system is substantially increased the transportation costs may be. altered. 
However, for the purposes of these proceedings, we will accept these rate levels 
without prejudice to any findings we might make in a future proceeding. 

With respect to the requirements of our order as to the minimum bill pro- 
vision and the elimination of the cancellation provisions in Houston Gas’ con- 
tracts for direct primary interruptible service, on the basis of the materials 
submitted, and the substantial compliance which has been made in other par- 
ticulars, it is consistent with the public convenience and necessity that Houston 
Gas be relieved of the necessity for compliance with these two requirements. 
With respect to the minimum bill requirement Houston Gas points out that the 
market conditions in Florida are atypical in that the load factor is very low in 
individual resale markets because of the mild climate; and that a relaxation of 
our usual standards in this respect would avoid penalizing consumers. The 
proposed annual minimum may be accepted since under its provisions the cus- 
tomer pays for 50 percent of the annual contract purchases from Houston Gas 
instead of 65 percent originally proposed, and the customers will allocate the 
annual payment among the 12 months so as to correspond with maximum and 
minimum monthly purchases and thus mitigate any penalty effect under the 
original annual minimum bill. 

With respect to cancellation by the interruptible customers, Houston Gas 
points out that such interruptible sales constitute but 3.4 percent of its pro- 
posed gas deliveries so that when and if all the cancellation provisions as we 
require are eliminated from the transportation contracts, the provisions in 
the interruptible contracts would have a de minimis effect, and that renego- 
tiation of the contracts with the buyers, many of whom are municipalities, 
would cause an untoward delay. On this basis and in view of the demand 
for gas service shown by the record, we are willing to relieve Houston Gas of 
the necessity for compliance with this requirement of our order. 

The result of these considerations is that we are able to accept, as described, 
Houston Gas’ Original Volume No. 1. It is with the transportation rate sched- 
ules in Original Volume No. 2 and Houston Gas’ service agreements with some 
of its proposed customers in Florida that we have difficulty. 

The two transportation rate schedules were filed to meet the requirements 
of paragraph (B) and (B) (2) of our order specifying that Houston Gas should 
file a revised FPC Gas Tariff containing rate schedules and executed service 
agreements for transportation service, among others, with the elimination of 
provisions for cancellation or reduction in take. These rate schedules are 
filed in the form of agreements rather than in the form contemplated by Section 
154.38 for inclusion in a tariff. Houston Gas requests that these agreements 
be received as special rate schedules under the provisions of Section 154.52 of 
our Regulations, citing their difficulties in obtaining agreement in any other 
form with their customers. In view of this situation, and the fact that they 
do constitute special operating arrangements, we are willing to receive the 
transportation rate schedules in contract form. 

The chief difficulty with these agreements is that they still may contain con- 
ditions relating to cancellation. Paragraph 38 of Rate Schedule T-1 and para- 
graphs 39 and 44 of Rate Schedule T-2 provide that in the event Houston Gas 
transports gas for a third party to a point in Florida east of the Apalachicola 
River at a more favorable rate, and such rate is permitted by the Federal Power 
Commission, then the power companies shall be “entitled” to such more favor- 
able rate. There is then set forth the criteria by which it is to be determined 
whether such rate to a third party is more favorable. It appears that these 
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provisions may be construed so as to give the respective Florida utilities the 
privilege of deciding when Houston Gas is performing service at a lower rate 
for a third party even though this lower rate has the approval of this Commis- 
sion, and thus of determining when they are entitled to receive the benefit of 
the lower rate. 

The language of paragraph 38 of the T-1 rate schedule and paragraphs 39 and 
44 of the T-2 rate schedules are ambiguous and need clarification to make it 
clear that any change in such rate shall be subject to our determination and 
the respective rate schedules shall not be cancellable in the event a rate change 
is permitted to become effective by the Commission. We shall require that the 
T-1 and T-2 rate schedules be made clear to provide that the utility transpor- 
tation customers shall not have the right to cancel on the ground that Houston 
Gas is performing transportation service at a lower rate for a third party even 
though such rate is not offered to the power companies, nor on the ground that 
the transportation rates under Rate Schedules T-1 and T-2 are lawfully changed. 

The elimination of the cancellation provisions from the tariff will in no way 
adversely affect Houston Gas. Nor do we believe that the power company 
customers will suffer any substantial detriment by reason of the elimination. 
Actually, it appears that any benefits which might be thought to inure to the 
power companies under these provisions are in fact illusory and non-existent. 
Any rates charged by Houston Gas for jurisdictional service to any parties 
other than the power companies could only be just and reasonable, as fixed by 
this Commission in accordance with the Act. And the power companies them- 
selves are also entitled to only just and reasonable transportation rates, like- 
wise fixed by the Commission under the Act. Thus under the law there is no 
basis on which the power companies could assert or sustain any right to some 
lower rate which some other party was paying, merely by reason of that fact 
alone, nor could we allow such lower rate on such a basis. On the other hand, 
the power companies might well be entitled to a rate as low as or lower than 
that charged some other party, but only on the basis of a showing that it was 
just and reasonable under the Act. Accordingly, the cancellation provisions 
cannot and do not add anything to the rights the power companies have under 
law, which rights are fully protected by the provisions of law. 

Also, Houston Gas’ Rate Schedules T-1 and T-2 are not in conformity with 
the Commission’s Regulations because they (1) contain automatic rate changes 
which are prohibited by Section 154.38 and (2) refer to other contracts to 
determine the obligations for the transportation service in a manner incon- 
sistent with Section 154.11. Included in these categories in Rate Schedule T~+1 
are a tax adjustment provision in paragraph 22, and a reference to gas purchase 
contracts in paragraph 37; and in Rate Schedule T-2 references to gas purchase 
contracts in paragraphs 14 and 38, subrogation to rights under the gas pur- 
chase contracts in paragraph 24 (a) and a tax adjustment provision in para- 
graph 24 (b). We shall accordingly accept Rate Schedules T-1 and T-2 sub- 
ject to the elimination of these provisions or their expression in a manner 
conforming to the Regulations. 

Coming to the service agreements, Houston Gas has submitted copies of such 
agreements with 22 of its proposed 34 customers in partial compliance with 
paragraphs (D) and (D) (1) of the December order. Since the agreements 
are not in the form contained in the proposed tariff (Volume No. 1), and as 
Houston Gas states that if the Commission accepts its proposed tariff it will 
promptly execute and file proper agreements, these 22 agreements should be 
rejected because they cannot become applicable to the proposed service. 
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Turning to the applications for rehearing of the Atlantic Coast Line Railroad 
Company and the Louisville and Nashville Railroad Company, and the Florida 
Economic Advisory Council, a principal objection by these parties to the issuance 
of the certificates as conditioned is that, by the imposition of the conditions the 
Commission has “completely altered” the economic and financial aspects of the 
project, by requiring a “complete change” in the rate structure on which the 
availability of the proposed market is based; and that there is no evidence to 
support the findings made in certificating the changed projects. 

We conclude that these contentions are without merit and should be rejected. 
They appear to be grounded on a fundamental misconception of the source of 
the Commission’s authority to impose the disputed conditions. No party can 
question the Commission’s power under section 7 (e) to “attach to the issuance of 
the certificate and to the exercise of the rights granted thereunder such reason- 
able terms and conditions as the public convenience and necessity may require,” 
as the Act in terms provides. Clearly, under the statute, the only hearing re- 
quired to support the imposition of a condition which is reasonable and required 
by public convenience and necessity is the specific and only hearing for which 
the pertinent section makes provision—the hearing on the certificate application. 
That hearing was had, and was full and adequate.* The record was extensive 
and on the basis of it the Commission could either accept the project as proposed 
or at its discretion impose the reasonable conditions the public convenience and 
necessity required to bring the tariff and financing proposals into conformity 
with the Act’s standards. We chose the latter course. 

Thus the only grounds for complaint which even arguably exist are that the 
conditions imposed are not reasonable or required by the public convenience and 
necessity—an argument which applicants nowhere explicitly make. Be this as 
it may, however, it is clear that judged by both general requirements of law and 
the stundards previously applied by the Commission in imposing conditions, for 
the reasons set forth in opinion No. 301, the conditions imposed meet all such 
requirements. The conditions imposed in this case are no more extensive—al- 
though perhaps more specific and detailed—than the rate and financing condi- 
tions we have routinely imposed over the years. 

In any event, the plain fact is that the projects as certificated including con- 
ditions are not “completely changed” nor are they “new projects.” In a sub- 
stantial preponderance of basic particulars, they are essentially the projects for 
which application was made. No change has been made in the sources of gas 
supply, the construction or route of the joint pipeline, the volumes of gas to be 
transported or the customers and markets to be served; nor is there changed the 
system of contractual relationships by which Coastal purchases approximately 
100,000 M. ¢. f. per day from the producers, sells it to Houston Gas, which in turn 
sells it to the industrial and resale customers in Florida and by which Coastal 
and Houston Gas transport some 150,000 M. c. f. per day for the account of 
Florida Power & Light and Florida Power. The requirements that Coastal’s 
rate of return be based on the over-all rate of return of the two companies for 
an indefinite rather than a limited period, that the rates of Houston Gas be 
commensurate with the cost of service, and that the cancellation provisions be 
eliminated from the transportation agreements, do not create a project so dif- 
ferent that the requirements of law need be enlarged upon and the hearing tran- 
script of some 8,000 pages be extended, particularly in view of the countervailing 


2In fact, the only challenge made thereto has to do not with the trial aspect of the 
hearing, but with the decisional aspect, error being asserted with respect to the shortness 
of time within which the case was decided, and the omission of the intermediate decision 
procedure. These matters are disposed of hereafter in this order. 
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considerations of the public convenience and necessity set forth in our opinion. 
The same would apply to our requirements with respect to the capital ratios in 
financing the project and the treatment of the interim notes, which by our order 
may remain outstanding as long as dividends are not paid on the common stock. 
As stated, these conditions are no more extensive, although perhaps more de- 
tailed, than those we have imposed in many cases. 

Further, to the extent it may be said that the certificated projects depart from 
the authorizations sought, all parties are or should be informed of the standards 
which we have applied in certificate cases and no claim of surprise at the im- 
position of the conditions can tenably be made. Nor is there any iron-clad rule 
that the authorization granted cannot vary from the terms of the application. 
See C. A. B. vy. State Airlines, 338 U. S. 572, 577. There the Supreme Court up- 
held the award of a certificate differing materially from the authorizations sought, 
even though the modifications were imposed without any recourse to statutory 
provisions expressly authorizing the imposition of conditions such as those relied 
on in opinion No. 301 and accompanying order. A fortiori, such differences as 
may exist in this case are within the Commission’s authority to impose. 

Parenthetically, it may be observed that accepting for the moment the fore- 
going argument that the conditions imposed change the projects, relieving Hous- 
ton Gas of the necessity for complying with some of the requirements of those 
conditions as set forth above likewise removes to such extent the ground for 
complaint on this score. 

The various arguments on the part of the Florida Economic Advisory Council 
and the two railroads that our findings with respect to certain aspects of the 
projects as gas supply, markets, costs and other matters are unsupported by the 
evidence are sufficiently answered by our opinion No. 301. While the railroads 
contend that the supply of gas to Coastal is insufficient to meet its resale obliga- 
tions on the peak day because of contractual limitations, this appears to be a 
misinterpretation of the effect of certain exhibits. The record shows that the 
supplies of gas made available under all of Coastal’s contracts with its suppliers, 
taken together, will be sufficient to meet the peak requirements of Coastal for 
resale and other gas in the amount of 278,000 M. c. f. per day. It is also argued 
that speculation is involved in our findings of the prospect of additional markets, 
of the likelihood of increased demands and the consequent economic betterment 
of the projects, of the prospect of industrial and social benefits resulting from 
the introduction of natural gas into Florida offsetting such losses as these in- 
terests might experience, and similar matters, since these are things which 
pertain largely to the future and have no demonstrable basis in existing condi- 
tions. Of course, our basic determinations are rooted in evidence adduced at 
the hearing, and relate to matters the subject of proof. But the law does not 
require that we close our eyes to the insights resulting from two decades of 
regulatory experience in a developing industry. Knowledge so gained provides 
a proper and helpful frame of reference in reaching an informed judgment on 
the concrete problems of today. Further, it should be kept in mind that, con- 
sistent with the provisions of Section 7 (e) of the Act, we should consider not 
just the present but the future public convenience and necessity as well. See, 
e. g., American Airlines v. C. A. B., 192 F. 2d 417, 420-421. 

But it is said we did not make specific findings on the extent of the losses 
which competing fuel interests would sustain, nor were findings made on other 
matters, such as the extent of Commission jurisdiction over the producers selling 
to the power companies. It is obviously impracticable for findings to be made 
with respect to each and every assertion made and issue sought to be raised, 
nor does the law impose any such requirement. It is sufficient, we consider, that 
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we make the findings, subsidiary and ultimate, on those issues involved in apply- 
ing the applicable standards of law which the facts of record clearly raise and 
which are really material to decision in the case. We consider that this has been 
done. The matter of losses to competing fuel interests was considered and our 
findings, which we here reiterate, of overbalancing public benefits resulting from 
the authorizations granted sufficiently dispose of this matter. As to such claimed 
jurisdictional questions as whether the producers selling to the power companies 
engage in jurisdictional services which must be certificated, the record is in- 
sufficient to permit such determinations which may, in any event, be more ap- 
propriately made in another proceeding where the facts are more fully developed. 

The Florida Economic Advisory Council and the railroads also argue that the 
Commission’s decision was reached so quickly that the Commission had in- 
sufficient time to consider the case fully and with due deliberation. Thus in this 
case we encounter the novel situation of parties complaining not of administra- 
tive delay but of administrative dispatch. However, we find the complaints 
unjustified, if unusual. One of the premier attributes of the administrative 
agency has been its flexibility and capacity for expeditious action, when the cir- 
cumstances require. There is no need to detail the special actions taken in this 
ease to insure that, consistent with a proper consideration of the case, as prompt 
a decision as possible be reached. It is sufficient that we are satisfied that this 
case received consideration as full and careful as it would if dealt with on a 
routine basis. 

Nor is there merit to the objections to the omission of the intermediate decision 
procedure in this case. The requisite statutory findings were made and are 
supported by the facts. The Commission’s functions obviously would fail of 
effectuation if proposed projects of the extent and importance of these were per- 
mitted to die by reason of Commission inaction without ever reaching the merits, 
where the law in such exigent circumstances explicitly provides an avenue for 
taking action and reaching a decision. 

In contrast to the other applicants, the New York Commission, instead of con- 
demning the certificates as unlawful on account of the conditions imposed, seeks 
the imposition of a further condition requiring Coastal to renegotiate its con- 
tracts with its suppliers to provide for “an initial price no higher than the 
present going price in the Gulf Coast area of Texas” where Coastal proposes to 
acquire its gas, contending that the prices to be paid for natural gas in the field 
by Coastal are above those currently being paid by interstate pipeline companies, 
and will trigger escalation clauses in existing contracts. 

The New York Commission’s requested condition must be denied, as must be 
its application for rehearing, and its contentions rejected. The record in this 
proceeding affords no adequate basis for determining what is the going price in 
the numerous and unrelated areas scattered throughout the Texas and Louisiana 
coastal areas from which Coastal buys gas, nor whether there is any such single 
price applicable to such gas, nor indeed whether such data would suffice. Further, 
we are not required in circumstances like these to consider the remote and con- 
jectural future effect, if any, of the purchases of gas by Coastal and Houston 
Gas in the Gulf Coast area, on the price of gas in the State of New York, many 
miles from Florida, and served by different pipeline companies. See Memphis 
Light, Gas and Water Division v. Federal Power Commission, No. 12837, 
Cc. A. D. C., decided February 14, 1957, 243 F. 2d 628. 

Reverting for a moment to an argument of the Florida Economic Advisory 
Council somewhat related to the foregoing, this party contends that a “fatal 
defect” of opinion No. 301 and accompanying order is its failure to find whether 
the rates to be paid by Coastal to its suppliers are just and reasonable. It 
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is sufficient to note that a proceeding on a certificate application is not intended 
to and cannot take the place of a proceeding under Sections 4 or 5 of the Act, 
as we have heretofore held. 

A detail remains. The Florida Economic Advisory Council filed, in addition 
to its application for rehearing of opinion No. 301 and accompanying order 
which was considered and is discussed above, a so-called “answer” to the ap- 
plication of Houston Gas for rehearing of opinion No. 301 and accompanying 
order, also referred to above. Likewise, Green’s Fuel, Inc., an intervener, sub- 
mitted a like “answer” to Houston Gas’ application for rehearing and a “re- 
sponse” to the rate filings of Houston Gas and Coastal. Both of these instru- 
ments were rejected for filing by the Secretary, the parties being advised by 
letters dated February 6, 1957, that the tendered filings were “not acceptable 
because there is no provision in the Commission’s Rules for the filing of answers 
to applications for rehearing.” Both the Florida Economic Advisory Council 
and Green’s Fuel, Inc. have now filed additional documents requesting that 
we reverse the Secretary’s action. 

These requests we consider should be denied. The above filings were prop- 
erly rejected. The Commission’s Rules make no provision for the filing of 
answers to applications for rehearing, and properly so. To permit such answers, 
giving rise in turn to requests for opportunity for replies thereto, would com- 
plicate and prolong proceedings before the Commission, would unduly delay 
finality of decision, and would be inconsistent with the Commission’s timely 
execution of its functions. Nor does the rejection of these filings deny oppor- 
tunity for hearing. As fully discussed above, the hearing required on the 
conditions was that accorded—namely, the hearing on the certificate applica- 
tions themselves. On the basis of the record of that hearing, opinion No. 301 
and accompanying order containing the conditiorfs was issued. The parties 
had opportunity to file applications for rehearing of that order, even though 
Green’s Fuel, Inc. did not choose to take advantage of it. We do not consider 
that the law imposes any further requirement in this regard, nor have good 
grounds been shown for permitting any further pleadings of the kind sought 
to be filed. And here again, as we pointed out above, the so-called modifications 
to the Commission’s order, consisting of relieving Houston Gas of compliance 
with a few of the requirements in the conditions, likewise removes any cause 
for complaint on this ground, since to this extent the certificates issued are 
even more fully in accord with the authorizations requested, concerning which 
full opportunity for hearing was had. 


The Commission further finds: 


Such specifications of error, contentions and arguments contained in the 
above-described applications for rehearing as are not specifically disposed of in 
the foregoing are without substantial support in evidence or reasonable basis in 
law or are immaterial to the correct decision of this case and should be denied. 


The Commission orders: 


(A) The applications for rehearing filed by Houston Gas, by the Florida 
Economic Advisory Council, by the Atlantic Coast Line and the Louisville and 
Nashville Railroad, and by the Public Service Commission of New York are 
hereby denied. 

(B) Houston Gas is hereby relieved of the requirements of paragraphs (B) 
(3) and (B) (4) of the Commission’s order issued December 28, 1956, 16 
F. P. C. 144, in view of the terms of its F. P. C. Gas Tariff, Original Volume No. 
1, filed in revised form on January 31, 1957, and the explanation submitted. 
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(C) Houston Gas’ F. P. C. Gas Tariff, Original Volume No. 1, as submitted 
in revised form on January 31, 1957, is hereby accepted for filing as in con- 
formity to paragraphs (B) and (B) (1) of the Commission’s order issued De- 
cember 28, 1956. 

(D) Houston Gas’ F. P. C. Gas Tariff, Original Volume No. 2, as submitted 
January 24, 1957, is hereby accepted for filing, with Rate Schedules T-1 and 
T-2 considered as special rate schedules as provided for in Section 154.52 of 
the Regulations, as in conformity with paragraphs (B) and (B) (1) of the 
Commission’s order issued December 28, 1956, provided that within 30 days of 
the issuance of this order Houston Gas submits satisfactory revisions or clari- 
fications to Rate Schedules T-1 and T-2 in the form of substitute rate schedules 
or substitute sheets, fully complying with the conditions specified in paragraph 
(B) (2) in the following respects: 

(1) The language of paragraph 38 of the T-1 rate schedule and paragraphs 
89 and 44 of the T-2 rate schedule shall be clarified to show that any change 
in such rate shall be subject to our determination, and the respective rate 
schedules shall not be cancellable in the event a rate change is permitted to 
become effective by the Commission. 

(2) Provisions in Rate Schedule T-1, particularly paragraphs 22 and 37, and 
Rate Schedule T-2, particularly paragraphs 14, 24 (a), 24 (b) and 38, which 
contain automatic rate changes or references to other documents shall be elim- 
inated or rephrased and expanded in conformity to the Commission’s Regu- 
lations. 

(E) Coastal’s F. P. C. Gas Tariff, Original Volume No. 1 as submitted 
January 24, 1957, with revised sheets submitted February 12 and 13, 1957, 
is hereby accepted for filing as in conformity with paragraph (C) of the 
Commission’s order issued December 28, 1956, provided that within 30 days 
of the issuance of this order Coastal submits revisions to its tariff to comply 
with the following: 

(1) Original Sheet No. 49 shall be modified to set forth the conditions under 
which rate changes may be made. 

(2) Rate schedules S-1 and T-1 shall be revised to provide that after the 
first year of operations demand costs applicable to Rate Schedule S-1 and 
Rate Schedule T-1 shall be in direct proportion to average deliveries under 
the respective schedules during the greatest three-day period of deliveries 
by Coastal to Houston Gas during the preceding 12 months. 

(F) Houston Gas’ service agreements with its Florida resale customers 
are hereby rejected; Houston Gas shall be required to file executed service 
agreements with all its resale customers within 60 days of the issuance of 
this order. 

(G) Coastal’s executed service agreement with Houston Gas submitted in 
revised form February 13, 1957, is hereby rejected; Coastal shall submit a 
service agreement consistent with the Regulations and acceptable to the Com- 
mission at least 30 days prior to the commencement of service. 

(H) The stay of the Commission’s order issued December 28, 1956, requested 
by Houston Gas in its application for rehearing is hereby denied, except insofar as 
the time for filing tariffs and service agreements has been extended, provided 
that Houston Gas and Coastal shall have 30 days from the date of issuance 
of this order within which to accept the certificates issued by order of December 
28, 1956. 

(I) The filings with respect to tariffs, rate schedules and service agreements 
required herein shall in all other respects comply with the Commission’s 
Regulations under the Natural Gas Act, and no other changes shall be made 
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in such filings except those specified herein without approval of the Commission. 

(J) The appeals filed by the Florida Economic Advisory Council and Green’s 
Fuel, Inc. to the rejection by the Secretary of this Commission of their answers 
to the application for rehearing filed by Houston Gas are hereby denied. 

Commissioner CoNNOLE concurring in separate statement. 

‘CONNOLE, Commissioner, concurring: 

I concur in the issuance of this certificate because the present contracts 
between the producers and the Power Companies make reasonably certain 
that the volumes proposed for sale to those customers in fact will be taken. 
As a result of these revisions, the contracts and accompanying rate schedules 
of Applicants will have been revised to eliminate the objectionable features, 
such as cancellation, which I protested in my separate statement in Opinion 301. 

But for these revisions in the contracts between producers and Power 
Companies the conditions urged by the majority could never have been nego- 
tiated, and if negotiated, still would have failed to make the project economically 
possible of completion. 

The revisions which make the project feasible were not suggested nor could 
they have been suggested in Opinion 301, since they were contained in contracts 
beyond our jurisdiction. Knowing this, and knowing that without some such 
fundamental change in the nature of the project, the project was doomed, 
I was unable to agree that certification was possible on the terms proposed 
by Applicants or the majority. Events have vindicated that position. 

The renegotiated contracts will provide that, from the commencement of 
deliveries, the prices for gas to Power Companies will “escalate upwards and 
downwards with each change, of any amount, in the price of Bunker ‘C’ fuel 
oil” from base prices of 16.5 cents and 20.5 cents per M. c.f. The original con- 
tract of Florida Power Corporation had provided for a variation in price level in 
the same manner but, from a base price per M. c. f. of 21 cents during the first 
two years and 22.5 cents thereafter. The contract with Florida Power and 
Light had used a base price of 18.5 cents, without periodic escalation. Thus 
one of the two basic components of Power Companies’ total cost of gas not 
only is tied to that of competing fuel immediately but, in addition, the base 
price has been reduced by 2 cents per M. c.f. The significance of this revision 
cannot be overemphasized. 

In addition, producers have agreed that they will absorb one half of any 
increases to be incurred by Power Companiés in the remaining component of 
their total gas cost. That component is the transportation charge paid to 
Applicants’ pipelines. 

Since the relation between total cost of gas to Power Companies, on the one 
hand, and costs of competing fuel, on the other, seems to leave ample cushion 
to absorb one half of the reasonably foreseeable increases in transportation 
charges, it is now possible for Power Companies to contract for an extended 
period, to agree to the elimination of cancellation clauses and otherwise to 
conform their contracts with the pipeline Applicants to the conditions laid down 
by the majority. Thus the revisions in the Applicants’ contracts were the result 
of the revisions in the producer-Power Companies contracts. Alone, the Appli- 
cants’ revisions would have been insufficient. 

Since neither this, nor any other regulatory authority would have had the 
jurisdiction to compel the changes which will make the project feasible, I could 
not vote with the majority at the time it issued its Opinion. Now that events 
beyond the scope of this Commission’s Order and authority have occurred to 
make it feasible however, I find the project, as here amended, is required by 
the public convenience and necessity. 
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A word of caution must be introduced, however. For it is still within the 
realm of remote possibility that one half of any increases in transportation 
costs properly chargeable to Power Companies will increase the total costs of 
gas to those customers above the cost of competing fuels. This chance is so 
slim, however, in view of the expanding market for Applicants’ gas, that the 
countervailing elements of public interest outweigh it. It is a risk which I 
feel is worth taking, in the name of enlightened public regulation. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11169 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued February 21, 1957 


El Paso Natural Gas Company, a Delaware Corporation with its principal 
place of business at El Paso, Texas, filed an application on October 1, 1956, 
for a certificate of public convenience and necessity pursuant to Section 7 (c) 
of the Natural Gas Act, authorizing the construction and operation of certain 
additional facilities necessary and incident to: 

(1) The sale of natural gas by El Paso to Lea County Gas Company for resale 
to the Yucca Mining Corporation at a point near Deming, New Mexico; and 

(2) The sale of additional volumes of natural gas by El Paso to the Kennecott 
Copper Corporation, an existing customer, for use in a new sponge iron mill 
to be constructed by Kennecott near Hayden, Arizona, all as more fully described 
in the application which is on file with the Commission and is open to public 
inspection. 

El Paso requests authority to construct and operate additional facilities as 
follows: 

(1) A main line tap and metering station, together with necessary appurte- 
nant facilities, to be located at approximately Milepost 282 on El Paso’s 26’’ 
O. D. California main line system in Section 7, Township 24 South, Range 7 West. 
Luna County, New Mexico, to enable El Paso to sell volumes of natural gas of 
up to 240 M. ce. f. per day to the Lea County Gas Company for resale to the Yucca 
Mining Corporation at a point near Deming, New Mexico, for use in a manganese 
ore processing mill being constructed by Yucca. 

(2) An additional meter, together with necessary appurtenant facilities, to be 
located at the site of El Paso’s existing delivery point to Kennecott in Section 14, 
Township 5 South, Range 15 East, Pinal County, Arizona, to enable EI Paso to 
increase by a maximum of 700 M. c. f. per day Kennecott’s purchases of natural 
gas from El Paso. 

The total estimated cost of the foregoing facilities is $6,676 which El Paso 
proposes to finance out of its current working funds without additional financing 
at this time. 

The Commission on December 14, 1956, granted temporary authority to El 
Paso, pursuant to Section 7 (c) of the Natural Gas Act, for construction and 
operation of facilities required for the delivery of up to 3,700 M. c. f. per day of 
natural gas to the Kennecott Copper Corporation at its existing and new Hayden, 
Arizona, plants, as described in its application for a certificate of public con- 
venience and necessity in Docket No. G—-11169, without prejudice to such final 
disposition of the application as the record may require. 
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The estimated annual and peak-day requirements (in M. c. f. at 14.73 p. s. i. a.) 
for each of the first three years of operation are: For resale to Yucca by Lea 
County Gas Company, 67,890 and 240, respectively ; and for Kennecott’s Hayden 
Plant 182,500 and 700, respectively. 

El Paso will sell natural gas through the additional facilities applied for to 
the Lea County Gas Company under a currently effective service agreement 
dated March 1, 1955, on file with the Commission, and to Kennecott under a 
currently effective sales greement dated April 1, 1953, amended June 15, 1956, 
copies of which were submitted with El Paso’s application in this docket. 

The gas that El Paso proposes to sell to Kennecott and to the Lea County Gas 
Company for resale to Yucca will not affect its ability to serve other customers. 

Pursuant to notice issued January 2, 1957, a public hearing was held in 
Washington, D. C., on February 14, 1957, concerning the issues and other matters 
involved in the application. No petition to intervene or protest to the granting 
of the application has been received. Staff Counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commis- 
sion render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) El Paso Natural Gas Company, a Delaware Corporation with its principal 
place of business at El Paso, Texas, is a natural gas company within the pur- 
view of the Natural Gas Act as heretofore found by the Commission in its order 
issued October 29, 1942, in Docket Nos. G—242 and G—257 (3 F. P. C. 851, 852). 

(2) The public convenience and necessity require the construction and 
operation of the facilities applied for in Docket No. G—11169 as herinbefore 
described. El Paso is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(3) The facilities for which authorization is sought in this docket will be 
used for the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of El Paso’s 
natural gas pipeline system, and the construction and operation thereof are and 
will be subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(4) Public convenience and necessity require that the general terms and 
conditions applicable to certificates as set forth in subsections (a), (b), and 
(ce), Section 157.20 of the Commission’s regulations shall attach to the issuance 
of the certificate in this docket and to the exercise of the rights granted there- 
under, and that the time within which construction of facilities authorized by 
this order shall be completed and in actual operation should be fixed at three 
months from the date on which this order issues. 

(5) Staff counsel made a motion during the public hearing, under Section 
1.30 (c) (1) of the Commission’s rules, that in lieu of any intermediate decision, 
the Commission forthwith render the final decision and that motion, being un- 
opposed by any party of record in this proceeding and not having been denied 
by the Commission, is deemed to have been granted. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to El Paso Natural Gas Company to construct and operate the facilities herein- 
before described upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted hereby and 
to the exercise of the rights thereunder, the general conditions applicable to 
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certificates as set forth in subsections (a), (b), and (c), of Section 157.20 of 
the Commission’s regulations under the Natural Gas Act, and the time within 
which the facilities authorized herein shall be constructed and in actual opera- 
tion is hereby fixed at three months from the date on which this order issues. 

(C) Deliveries to Kennecott Copper Corporation shall be limited to a maximum 
of 3,700 M. c. f. per day for its existing and new plants at Hayden, Arizona. 

(D) The certificate granted herein shall be accepted in writing by an officer 
of El Paso duly authorized to perform such act within 30 days after this order 
is issued and failing such acceptance said certificate shall be null and void. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G--11200 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued February 21, 1957 


United Gas Pipe Line Company (Applicant), a Delaware corporation having its 
principal place of business in Shreveport, Louisiana, filed on October 5, 1956, 
an application and on November 14, 1956 a supplement thereto pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing it to construct and operate certain natural gas facilities, 
as hereinafter described, to render direct industrial natural gas service to a new 
steam electric generating station of Mississippi Power Company (Mississippi) 
near Gulfport, Harrison County, Mississippi, subject to the jurisdiction of the 
Commission. 

Applicant proposes to construct and operate an 8-inch tap, 1.0 mile of 8-inch 
pipeline and sales meter and regulator station, beginning near Milepost 141 on 
the 12-inch main line that extends from Lirette Field to the Mobile, Alabama 
Area and extending in a southeasterly direction to end at the proposed meter 
station site for the Mississippi Power Company Plant, all located in Sections 
7 and 18, Township 7 South, Range 10 West, Harrison County, Mississippi. The 
maximum capacity of said line will be approximately 22,253 M. c. f. per day. 

The estimated cost of the proposed facilities is $101,156, which will be 
financed out of current working funds. 

Applicant’s service agreement with Mississippi provides for the delivery 
of natural gas on an interruptible basis of a volume up to 22,000 M. c. f. per 
day (on a pressure base of 14.9 p. s. i. a.) for use by Mississippi as boiler fuel 
in its steam electric generating plant near Gulfport, Mississippi, to be known 
as its Gulf Coast Steam plant. Applicant estimates the volumes of gas to be 
delivered during each of the first three full years is 6,650,000 M. c. f. 

The proposed service will not adversely affect Applicant’s ability to serve 
its existing customers, nor will it have an appreciable effect on Applicant’s 
available gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 12, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 
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sion pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


‘1) United Gas Pipe Line Company (Applicant), a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is engaged in 
the transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of November 10, 1942 in Docket No. G—232 (3 F. P. C. 863). 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of Applicant's 
existing pipeline system, and the construction and operation thereof by Appli- 
cant are subject to the requirements of Subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (a), (b), (c) (1), (ce) (3), (e) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and in actual operation should be 
fixed at 4 months from the date on which this order issues. 


The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, for the transportation of 
natural gas as therein set forth, for delivery of natural gas to Mississippi in a 
volume not to exceed 22,000 M. c. f. per day, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (1), (e) (3), (ce) (4), and (e) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act shall attach to the 
issuance of the certificate granted in paragraph (B) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act, is hereby fixed at 4 
months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-11,285 


FINDINGS AND ORDER PERMITTING ABANDONMENT OF FACILITIES 


Issued February 21, 1957 





Hope Natural Gas Company, a West Virginia corporation, having its principal 
place of business in Clarksburg, West Virginia, filed on October 24, 1956, an 
application, pursuant to Section 7 (b) of the Natural Gas Act, for permission 
and approval to abandon service, as hereinafter described, subject to the juris- 
diction of the Commission. 

Applicant requests permission to discontinue the sale of gas to United Fuel 
Gas Company (United) under Contract S-102 from a single well, No 8813, on 
the Benny R. Reynolds tract situate in Curtis District, Roane County, West 
Virginia, which was authorized by certificate issued in Docket No. G—4454. 
Applicant alleges that there has been no gas produced from this well since 
December 1955 and no further production is expected. 

United has expressed by letter its willingness to cancel this agreement. 

A notice of proposed cancellation of Rate Schedule IP-11 of F. P. C. Gas 
Tariff, First Revised Volume No. 2 of Applicant was filed simultaneously with the 
filing of the application herein. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
February 14, 1957, respecting the matters involved and the issues presented by 
the application filed in this proceeding. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, a West Virginia corporation having its principal place of 
business at Clarksburg, West Virginia, is engaged in the production, transporta- 
tion and sale of natural gas in interstate commerce for resale subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 27, 1943, in Docket No. G—-290 (3 F. P. C. 994). 

(2) The service proposed to be abandoned as heretofore described, constitutes 
a sale of natural gas for resale in interstate commerce, subject to the jurisdiction 
of the Commission and abandonment thereof by Applicant is subject to the 
requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(3) The public convenience and necessity permit the abandonment of service 
by Applicant to United Fuel Gas Company as heretofore described, and an order 
permitting and approving the same should be issued as hereinafter ordered. 


The Commission orders: 


(A) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under: Section 1.30 (c) of the Commissian’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) of said Rules. 

(B) Hope Natural Gas Company is hereby granted permission and approval 
to abandon sale of natural gas to United Fuel Gas Company under its contract 
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S-102 from well No. 8813 on the Benny R. Reynolds tract situate in Curtis 
District, Roane County, West Virginia. 

(C) Applicant’s notice of cancellation of its Rate Schedule No. IP-11 of 
F. P. C. Gas Tariff, First Revised Volume No. 2 is accepted for filing effective 
November 24, 1956. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GEORGIA POWER COMPANY, CITY MILLS CO., EAGLE & PHENIX MILLS 
co., U. S. CORPS OF ENGINEERS, DOCKET NO. E-6730 


ORDER INSTITUTING AN INVESTIGATION UNDER SECTION 10 (f) 
OF THE FEDERAL POWER ACT 


Issued February 25, 1957 


The River and Harbor Act of 1946 approved modification of the general 
plan for the development of the Apalachicola, Chattahoochee, and Flint River 
system, and authorized construction by the Department of the Army of the 
Buford project on the Chattahoochee River about 348.5 miles above its mouth 
and about 35 miles northeast of Atlanta, Georgia. It is our understanding that 
filling of the Buford reservoir was commenced on February 1, 1956. 

There are nine existing hydroelectric developments on the Chattaheochee 
River downstream from the Buford project. Pertinent information for these 
projects follows: 








Installed 
Name of plant iv | capacity 
kilowatt 


312.6 | Georgia Power Co 
.2 


Langdale 
Riverview ; 
Bartletts Ferry 177.9 

Goat Rock meus 172.2 |.....do... 

North Highlands 162. § |._...do_. ; 
City Mills ; 2 161.2 | City Mills Co 

Eagle & Phenix 160.4 | Eagle & Phenix Mills Co-. 
FE PE ictiniawcdarenes 107.6 | Corps of Engineers 


Pursuant to the provisions of Section 10 (f) of the Federal Power Act, we 
are required to determine and assess headwater improvement benefit charges 
against the owner of any project directly benefited by upstream improvements 
constructed by the United States. The projects mentioned in the preceding 
paragraph may be directly benefited by reason of the construction and operation 
by the United States of its upstream Buford project. 


The Commission finds: 

It is appropriate and in the public interest that an investigation be instituted 
by the Commission as hereinafter provided. 

The Commission orders: 

An investigation is hereby instituted pursuant to the provisions of the Federal 
Power Act, particularly Section 10 (f) thereof, for the purpose of enabling the 
Commission to determine whether any of the above-designated projects located 
on the Chattahoochee and Apalachicola Rivers downstream from the above-desig- 
nated headwater improvement constructed by the United States is directly bene- 
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fited by the construction and operation of such upstream improvement of the 
United States and, if it so finds, to determine the equitable proportion of the 
annual charges to be paid by the owner of any non-Federal project so benefited 
for interest, maintenance and depreciation on such upstream improvement con- 
structed by the United States. 











Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 


Frederick Stueck, William R. Connole and Arthur Kline. 


KENTUCKY UTILITIES COMPANY DOCKET NO. E-6660 





























SUPPLEMENTAL 





ORDER PRESCRIBING ACCOUNTING REQUIREMENTS 


Issued February 26, 1957 


By order issued March 30, 1956, 15 F. P. C. 1254, in the above entitled matter 
the Commission authorized Kentucky Utilities Company (Applicant) to merge 
or consolidate its facilities with facilities of Stearns Coal and Lumber Company 
pursuant to the provisions of Section 203 of the Federal Power Act. In that 
order the Commission in Paragraph (C) provided that: “Applicant shall make 
a determination of the original cost of the facilities acquired from Stearns, and 
shall record the acquisition in accordance with the provisions of the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees. 
Applicant shall dispose of any debit made to Account 100.5, Electric Plant 
Acquisition Adjustments, by a charge of.such amount to Account 271, Earned 
Surplus, and shall dispose of any credit made to Account 100.5, Electric Plant 
Acquisition Adjustments, by a transfer of such amount to Account 250, Reserve 
for Depreciation of Electric Plant. 

Applicant, by letter dated December 20, 1956, advised that debits totaling 
approximately $154,000 have been made to Account 100.5 in connection with the 
afore-mentioned merger transaction and requests authorization to dispose of 
such debit amounts over a period of five years by equal annual charges to 
Account 537, Miscellaneous Amortization, commencing January 1, 1957. 

In support of its request Applicant states that such disposition by equal 
annual charges over a five year period rather than by an immediate charge to 
Earned Surplus will be consistent with accounting requirements of the Public 
Service Commission of Kentucky applicable to the aforesaid merger transaction. 














The Commission finds: 


There is good cause and it is necessary and appropriate for the purposes of 
the Federal Power Act that Paragraph (C) of the afore-mentioned Commission 
order be amended to read as hereinafter provided. 


The Commission orders: 


Paragraph (C) of the Commission’s order issued March 30, 1956, in the above- 
entitled matter be and it hereby is amended to read as follows: 

Applicant shall make a determination of the original cost of the facilities 
acquired from Stearns, and shall record the acquisition in accordance with the 
provisions of the Uniform System of Accounts Prescribed for Public Utilities and 
Licensees. Applicant shall dispose of any debit made to Account 100.5, Electric 
Plan Acquisition Adjustments, by equal annual charges over five years to 
Account 537, Miscellaneous Amortization, commencing January 1, 1957, and shall 
dispose of any credit made to Account 100.5, Electric Plant Acquisition Adjust- 
ments, by a transfer of such amount to Account 250, Reserve for Depreciation of 
Electric Plant. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET 
NO. G-—11298 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY AND AUTHORIZING ABANDONMENT OF FACILITIES 


Issued February 26, 1957 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pennsylvania, filed on October 25, 1956, 
an application, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing it to construct and operate 
certain natural gas facilities and for permission and approval to abandon 
certain existing facilities, as hereinafter described, subject to the jurisdiction 
of the Commission. 

Applicant proposes to construct and operate approximately 2.6 miles of 
16-inch transmission pipeline and a regulating station in Hopewell Township 
and Aliquippa Borough, Beaver County, Pennsylvania, and in connection 
therewith to abandon, pursuant to Section 7 (b) of the Natural Gas Act, 2.6 
miles of 10-inch transmission line (Line 271) which said construction will 
replace. The purpose of the application is to improve retail and wholesale 
service in these areas and render increased interruptible service to an existing 
industrial customer, Jones & Laughlin Steel Corporation. 

The service area involved herein comprises communities on both sides of the 
Ohio River in Beaver and Allegheny Counties, Pennsylvania, including Aliquippa, 
Ambridge and Baden. Applicant’s principal source of gas supply for this area 
is its transmission system running from the Trussell Farm Gate Nest via the 
Hickory Gate Nest and the Primrose Gate Nest to Monaca, Pennsylvania. 
Two parallel 16-inch lines (Nos. 65 and 1360) run between Primrose and 
Monaca. Line 1360 carries the higher pressure. Applicant alleges that, in 
general, Line No. 65 will deliver the gas required between Primrose and 
Monaca, and Line No. 1360 will carry gas for the Beaver Valley area north 
of Monaca, but on days of maximum winter delivery, some gas will have to be 
fed from Line No. 1360 into Line No. 65 at the Monaca end to take care of the 
requirements from the latter line. Two 10-inch lines (Nos. 260 and 271) 
extend from Line No. 65 east to the Alicuippa-Ambridge area, both crossing 
the Ohio River to join 8-inch line No. 75. Lines Nos. 260 and 271 both deliver 
gas to the Aliquippa plant at opposite ends of the plant. These two lines do 
not have sufficient capacity to meet the expected load growth in the area 
during the 1956-1957 winter. 

The actual and estimated gas requirements of the Aliquippa-Ambridge area 
embracing all classes of users, residential, commercial, industrial, and municipal 
are as follows: (Figures in M. c. f.). 


Peak day: 
Jones & Laughlin 15, 000 
1 42, 632 
Annual: 
Jones & Laughlin. --- | 891, , 193, 3, 467, 3, 805, 000 
etc thdeadniatndannadadiciaditadics 5, 953, 380 B, ‘ . 9, 272, 800 





The estimated maximum requirement of Jones & Laughlin is 1,000 M. c. f. per 
hour. 
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The purposed facilities are estimated to cost $241,000. Jones & Laughlin will 
advance $145,000 toward the cost, which will be refunded to Jones & Laughlin 
over a four to seven year period. The rest of the cost will be financed by the 
Applicant. 

The area through which Line No. 271 passes was originally a rural area, 
but in recent years the area has become a highly settled suburban residential 
area. As the line approaches the Ohio River, it passes under deep fills made 
in the course of highway construction, which makes the maintenance difficult. 
Applicant proposes to abandon this line as a transmission facility and use it 
as a low pressure distribution facility. 

The proposed service will not adversely affect Applicant’s ability to serve its 
existing customers, nor will it have an appreciable effect on Applicant’s available 
gas reserves. 

Temporary authorization was granted to Applicant on November 30, 1956, to 
construct and operate the facilities proposed herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 14, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pennsylvania, is a “natural gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of December 29, 1944, in Docket Nos. G-593, G-386, 
G-390, G-392, G-503, G-510, G-496 (4 F. P. C. 821). 

(2) Public convenience and necessity permit the abandonment and removal of 
the facilities as proposed in the applications. 

(3) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of Applicant’s existing pipe-line system, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (ec) (1), (c) (8), (e) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed 4 months from the date on which this order issues. 
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The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 

(B) Applicant is hereby granted permission and approval for the abandon- 
ment of the natural gas facilities hereinbefore described upon the terms and 
conditions of this order. 

(C) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application of this 
proceeding, for the transportation and sale of natural gas as therein set forth, 
upon the terms and conditions of this order. 

(D) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (1), (ce) (3), (ec) (4), and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the issuance 
of the certificate granted in paragraph (C) hereof, and to the exercise of the 
rights granted thereunder, and the further condition shall attach to said certifi- 
cate that Applicant’s deliveries of natural gas to Jones & Laughlin shall be limited 
to a maximum of 1,000 M. c. f. per hour. 

(E) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (B) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed 4 months from the date on which this order issues. 

(F) Applicant shall report to the Commission in writing the date of the 
abandonment of the facilities authorized herein within 10 days after the date 
of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


RATE FILINGS BY INDEPENDENT PRODUCERS—NUMBER OF COPIES, 
DOCKET NO. R-160 


ORDER NO. 195 


ORDER AMENDING SECTION 154.99 OF REGULATIONS UNDER THE NATURAL GAS ACT 


Issued February 27, 1957 


The Commission has under consideration in this proceeding the amendment 
of Section 154.99 of Part 154, Rate Schedules and Tariffs, of its Regulations 
Under the Natural Gas Act (18 C. F. R. 154.99) so as to require the filing of three 
instead of two copies of rate schedules filed by independent producers of 
natural gas. 

These filings are frequently of interest and concern to others than the cus- 
tomers directly affected thereby and the additional copy will be more quickly 
available for public inspection. 

It appears that the amendment to Section 154.99, hereinafter adopted, is a 
matter of procedure which does not require notice or hearing under Section 4 
(a) of the Administrative Procedure Act. 











324 FEDERAL POWER COMMISSION 


The Commission finds: 


The amendment as hereinafter adopted is necessary and appropriate toe 
carry out the provisions of the Natural Gas Act. 

The Commission, acting pursuant to authority granted by Sections 4 and 16 
of the Natural Gas Act (52 Stat. 822, 830, 15 U. 8. C. 717c, 7170) orders: 

(A) The first sentence of Section 154.99 of the Regulations Under the Natural 
Gas Act is amended to read as follows: 


154.99 Number of copies; material to be submitted with changes in rate 
schedules 

Three copies of any rate schedule or part thereof, and material required by 

Section 154.95 to be filed therewith, and Notices of Cancellation or Ter- 

mination submitted for filing, must be supplied to the Commission. * * * 


(B) The amendment herein prescribed shall become effective on April 1, 1957. 
(C) The Secretary shall cause prompt publication of this order to be made in 
the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GEORGIA POWER AND LIGHT COMPANY, AND FLORIDA POWER 
CORPORATION, DOCKET NO. E-6719 


ORDER AUTHORIZING DISPOSITION OF FACILITIES 


Issued February 28, 1957 


Georgia Power and Light Company (Georgia Light), incorporated under the 
laws of the State of Georgia, with its principal place of business in Valdosta, 
Georgia, and Florida Power Corporation (Florida Power),’ incorporated under 
the laws of the State of Florida, qualified to do business as a foreign corporation 
in the State of Georgia, with its principal place of business in St. Petersburg, 
Florida, filed a joint application on December 17, 1956, and amendment thereto 
on December 21, 1956, for an order, pursuant to Section 203 of the Federal Power 
Act, authorizing the former Company to dispose of the whole of its facilities 
subject to the jurisdiction of this Commission and the latter Company to dispose 
of a portion of its facilities subject to the jurisdiction of this Commission of a 
value in excess of $50,000, through the sales thereof to Georgia Power Company 
(Georgia Power),? incorporated under the laws of the State of Georgia, with 
its principal place of business in Atlanta, Georgia. The application states that 
Georgia Power proposes to acquire such facilities pursuant to authorization of 
the Securities and Exchange Commission under the Public Utility Holding 
Company Act of 1935. 

According to the application, Georgia Light proposes to dispose of the whole 
of its assets and other debits, exclusive of cash, working funds and certain de- 
ferred debits, to Georgia Power for the sale price of $8,650,000, subject to closing 
adjustments, which would have amounted to $9,580,373, as of September 30, 1956. 
In addition, Georgia Power will assume the whole of Georgia Light’s liabilities and 
other credits, exclusive of an open bill account payable to the parent corporation, 


2 The parent corporation of Georgia Light, a wholly owned subsidiary. 
7A wholly owned subsidiary of The Southern Company, a registered holding company. 
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Florida Power, and certain deferred credits.* According to Georgia Light’s 
balance sheet as of September 30, 1956, the assets and other debits to be 
transferred totaled $19,356,263 and the liabilities and other credits $8,292,058 ; 
resulting in a net amount of assets and other debits to be transferred of 
$11,064,205, which amount was $1,483,832 in excess of the above-stated considera- 
tion of $9,580,373 as of that date. 

The stated original cost of Georgia Light’s electric utility plant as of that date, 
September 30, 1956, was $20,648,629, with an applicable reserve for accrued de- 
preciation in the stated amount of $2,268,064. 

Physically, Georgia Light’s electric utility properties are located in twenty 
counties in the southern part of the State of Georgia where the Company serves 
approximately 36,000 electric customers. The application states that its trans- 
mission facilities are currently interconnected at six points along the Piorida- 
Georgia boundary with those of its parent corporation and at three points within 
the State of Georgia with those of Georgia Power. 

The facilities which Florida Power proposes to dispose of consist of approxi- 
mately 47 miles of 110 kv. transmission line extending northward from the Geor- 
gia-Florida boundary to Barneyville, Georgia, in territory currently served by 
Georgia Light; there connecting with facilities of Georgia Power. Georgia 
Power proposes to pay Florida Power the depreciated original cost of the 110 kv. 
line. As of September 30, 1956, the original cost of that line was stated to be 
$228,878 and the applicable reserve for accrued depreciation was $44,995, which 
would, as of that date, result in a cash payment by Georgia Power in the amount of 
$183,883. 

The application states that upon consummation of the proposed transactions 
Georgia Power will fully integrate the utility facilities which it now proposes to 
acquire from Georgia Light and Florida Power with those which it (Georgia 
Power), currently owns; and that as owner of the facilities currently owned by 
Georgia Light it will maintain the existing or similar interconnections with 
facilities of Florida Power. 

During 1955, Florida Power supplied approximately 94% of the energy require- 
ments of Georgia Light and Georgia Power supplied the remaining 6% ; Georgia 
Light’s generating facilities being used for emergency or standby purposes only. 
According to the application, Florida Power, pursuant to an arrangement or agree- 
ment with Georgia Power, will continue to furnish certain amounts of power and 

energy upon consummation of the proposed acquisitions by Georgia Power for 
a period of three years (1960), when it is anticipated that additional generating 
and transmission facilities of Georgia Power or its affiliated companies will be 
adequate to serve the entire electric requirements of the territory now served by 
Georgia Light. 

The application states that the proposed dispositions of facilities will be 
in the public interest in that they will facilitate, in accordance with a long 
standing policy of the Public Service Commission of Georgia, full integration 
of the now separate electric utility operations of Georgia Light and Georgia 
Power; and the establishment, within a period of three years, of a uniform rate 
policy throughout the territory now served by Georgia Light and that served 
by Georgia Power. The application further states that upon Georgia Power’s 
integration of the properties to be acquired from Georgia Light and Florida 





® Included within the liabilities and credits to be assumed by Georgia Power are $7,705,000, 


principal amount, of First Mortgage Bonds of Georgia Light, which constitute the whole 
of the latter’s bonded indebtedness. 
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Power and the supply of the power and energy needs of the territory currently 
served by Georgia Light at an expected lower cost than at present, the financial 
position of the holders of the bonds covering the property currently owned by 
Georgia Light should be improved. Florida Power states that it believes the 
dispositions will strengthen its financial structure. 

The application indicates that Georgia Power, upon consummation of the 
proposed transactions, will record the electric utility properties currently owned 
by Georgia Light and Florida Power at the original cost thereof, as shown by 
the books of account of the vendors; will record the applicable reserves for 
accrued depreciation also as shown by the books of account of the vendors; and 
will record the amount of the excess of the book value of the properties to be 
acquired from Georgia Light, over the consideration to be paid therefor, as a 
credit to Account 250, Reserve for Depreciation of Electric Plant. 

Upon completion of the transactions, Florida Power states that it will cause 
Georgia Light to be dissolved as a corporate entity, using the proceeds to be 
derived therefrom to carry forward its (Florida Power’s) current construction 
program. 

The Public Service Commission of Georgia in an order dated December 3, 
1956, authorized Georgia Power to consummate the transactions in the manner 
as described above. 

By order dated February 27, 1957, The Securities and Exchange Commission 
authorized Georgia Power to acquire all the assets of Georgia Light and the 
facilities of Florida Power as described above. 

Written notice of the application has been given to the Georgia Public Service 
Commission and to the Florida Railroad and Public Utilities Commission and 
to the Governor of each of those States. Notice was also published in the 
Federal Register on January 3, 1957 (22 F. R. 89-90), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before January 18, 1957, with the Federal 
Power Commission, Washington 25, D. C. No protest or petition or request to 
be heard in opposition to the granting to such application has been received. 

In a communication received February 6, 1957, the Florida Railroad and 
Public Utilities Commission urged that this application be approved. 


The Commission finds: 


(1) Georgia Light is a corporation organized and existing under the laws of 
the State of Georgia. It owns and operates facilities, among others, for the 
transmission and sale at wholesale for resale of electric energy, which is trans- 
mitted between the States of Georgia and Florida and consumed ‘at points outside 
the States in which it is generated, all of which facilities are in addition to, and 
do not include, facilities used for the generation of electric energy or facilities 
used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities used for the transmission of electric energy 
consumed wholly by the transmitter. Georgia Light is, therefore, a public 
utility within the meaning of that term as used in Section 203 of the Federal 
Power Act. 

(2) Florida Power is a corporation organized and existing under the laws of 
the State of Florida. It owns and operates facilities, among others, for the 
transmission and sale at wholesale for resale of electric energy, which is trans- 
mitted between the States of Florida and Georgia and consumed at points outside 
the States in which it is generated, all of which facilities are in addition to, 
and do-not include, facilities used for the generation of electric energy or 
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facilities used in local distribution or only for the transmission of electric energy 
in intrastate commerce, or facilities used for the transmission of electric energy 
consumed wholly by the transmitter. Florida Power is, therefore, a public 
utility within the meaning of that term as used in Section 203 of the Federal 
Power Act. 

(3) By the proposed transactions, as described above, Georgia Light will 
dispose of the whole of its facilities subject to the jurisdiction of the Commission 
and Florida Power will dispose of a part of its facilities subject to the jurisdic- 
tion of this Commission of a value in excess of $50,000, both within the meaning 
and subject to the requirements of Section 203 of the Federal Power Act. 

(4) The proposed dispositions of facilities will be consistent with the public 
interest for the reasons as set forth in the recital above. 

(5) Georgia Power, a subsidiary of a registered holding company, is, with 
respect to its proposed acquisition and merger or consolidation of the whole of 
the facilities of Georgia Light and the portion of Florida Power’s facilities which 
are proposed to be disposed of in the manner as set forth above, subject to a 
requirement of the Public Utility Holding Company Act of 1935 or a rule, regula- 
tion or order thereunder, and Georgia Power, is, therefore, exempt from any 
requirement of Section 203 of the Federal Power Act with respect thereto, by 
reason of Section 318 of the Federal Power Act. 

(6) Neither Georgia Light nor Florida Power is, with respect to the proposed 
dispositions, all as described above, subject to any requirement of the Public Utility 
Holding Company Act of 1935 or a rule, regulation or order thereunder, and neither 
company is, therefore, exempt from the requirements of Section 203 of the 
Federal Power Act by reason of Section 318 of the Federal Power Act. 


The Commission orders: 


(A) The proposed disposition by Georgia Light of the whole of its facilities 
subject to the jurisdiction of this Commission and the proposed disposition by. 


Florida Power of a part of its facilities subject to the jurisdiction of this Com- 
mission of a value in excess of $50,000, all as described above, be and they hereby 
are authorized upon the terms and conditions as set forth in the application subject 
to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 
Neither shall anything herein contained be construed as passing upon or approving 
with respect to Georgia Light, Florida Power or Georgia Power any service, rate, 
charge, classification, or any rule, regulation, contract or practice affecting any 
service, rate charge or classification of any of the aforementioned companies 
(including any arrangement or agreement as referred to above whereby Georgia 
Power proposes to purchase certain amounts of power and energy from Florida 
Power to help meet the electric requirements of the territory currently served by 
Georgia Light), which may be subject to the regulatory jurisdiction of this 
Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN COUNTIES GAS COMPANY OF CALIFORNIA, 
DOCKET NO. G-2016 


ORDER APPROVING PROPOSED SETTLEMENT AND TERMINATING PROCEEDINGS 


Issued February 28, 1957 


On June 30, 1952, Southern Counties Gas Company of California (Southern) 
filed Second Revised Sheet No. 4 and Third Revised Sheet No. 5 to its F. P. O. 
Gas Tariff, Original Volume No. 1, proposing increased rates for its sales of 
natural gas to San Diego Gas and Electric Company (San Diego). The proposed 
rates were intended to reflect a proposed increase in rates filed by Southern’s 
supplier, El Paso Natural Gas Company (El Paso). By order issued August 1, 
1952, in Docket No. G-2016, Southern’s proposed increases were suspended and 
their use deferred until January 1, 1953, and until such further time as they 
were made effective in the manner prescribed by the Natural Gas Act. 

By order issued January 2, 1953, Southern’s proposed increased rates were 
placed in effect as of January 1, 1953, subject to the refund of any portion of 
the increased rates found by the Commission not justified. El Paso’s proposed 
increased rates became effective on the same date subject to undertaking to 
refund any portion of the increased rates found not justified. 

By order issued July 20, 1956, in Docket No. G-2018, the Commission approved 
a settlement of El Paso’s proposed rate increase and a refund for the year 19538 
of $319,378 was paid to Southern. By motion filed August 138, 1956, and supple- 
mented December 13, 1956, Southern requests approval of a refund to San Diego 
of $112,948 ($95,777 principal and $17,171 interest) for the year 1958, the only 
year for which a refund was required of El Paso. Southern has refunded such 
amount to San Diego. The proposed refund is calculated by a revision of 
Southern’s 1953 rates to reflect the change in El Paso’s settlement rate to 
Southern, and the revenues produced by application of the revised rates are 
deducted from the revenues actually collected. Southern’s cost of service for 
the year 1953 as revised by El Paso’s reduced charges for gas purchased, and 
the portion thereof allocated to San Diego substantially support the proposed 
refund. 

By order issued July 27, 1954, in Docket No. G-2422, Southern was exempted 
from the jurisdiction of the Commission under Section 1 (c) of the Natural Gas 
Act. 

The California Public Utilities Commission has advised that it believes the 
proposed refund is reasonable and proper as a basis for settling the proceeding. 


San Diego agrees to the settlement contingent upon Commission approval of such 
settlement. 


The Commission finds: 


The proposed settlement of this rate proceeding on the basis heretofore de- 
scribed is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act, should be approved as hereinafter ordered, and the 
proceedings in Docket No. G—-2016 should be terminated. 


The Commission orders: 


The proposed settlement of the rate proceeding in Docket No. G—2016 by 
refund of $112,948 to San Diego by Southern is approved and the proceedings in 
Docket No. G—2016 are terminated. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CHAMPLIN OIL & REFINING CO., DOCKET NOS. G-9277 AND G-9280 


ORDER ENLARGING INVESTIGATION AND CONVENING HEARING 


Issued February 28, 1957 


By order issued January 27, 1956, 15 F. P. C. 1047, under the style “In the 
Matter of The Chicago Corporation, Docket No. G-9277, The Chicago Corpora- 
tion, Gulf Plains Corporation, Docket No. G—9280,”* the Commission, upon 
its own motions, instituted investigations under the provisions of the Natural 
Gas Act, to determine whether with respect to any transportation or sale of 
natural gas, subject to the jurisdiction of the Commission, made or proposed 
to be made by those named respondents, any of the rates, charges, or classifi- 
cations demanded, observed, charged, or collected, or any rules, regulations, 
practices, or contracts affecting such rates, charges, or classifications are unjust, 
unreasonable, unduly discriminatory, or preferential. That order further pro- 
vided that a hearing be held in these proceedings upon a date to be fixed by 
further order. 

As of the close of business on December 31, 1956, The Chicago Corporation 
and its wholly-owned subsidiary Champlin Refining Company were merged 
and concurrently therewith The Chicago Corporation, the surviving corporation, 
changed its name to Champlin Oil & Refining Co. All of the rate schedules 
heretofore filed with the Commission by Champlin Refining Company have 
been adopted, ratified and made its own by Champlin Oil & Refining Co., 
effective at the close of business on December 31, 1956. 

Under the circumstances it is appropriate that Champlin Oil & Refining Co. 
be substituted as respondent for The Chicago Corporation. It is also necessary 
and proper in the public interest and to aid in the enforcement of the provisions 
of the Natural Gas Act that the investigations instituted in the above dockets 
be enlarged to include the rates, charges, and classifications of the former 
Champlin Refining Company for or in connection with the sale or transportation 
of natural gas subject to the jurisdiction of the Commission, to the same extent 
as if Champlin Refining Company had been separately named as a respondent 
in the order issued January 27, 1956, herein. 

The proceedings in these dockets as first instituted are two of sixteen com- 
plaint cases simultaneously filed under the provisions of Section 5 (a) of the 
Natural Gas Act. In each such proceeding, by order issued January 27, 1956, 
the Commission initiated a general investigation of the jurisdictional rates of 
the respective respondent. 

Actual field investigations in these cases have been commenced by the staff. 
To aid in expediting and supplementing these investigations, some of the re- 
spondents in these sixteen proceedings, including respondent here, entered into 
a cooperative effort at the suggestion of the staff to brief and analyze all inde- 
pendent producer rate schedules on file with the Commission through June 30, 
1956, covering all areas in the United States, except the Appalachian area, where 
the coverage will be representative but not complete. The objective of this 
cooperative effort is to make flield-price data available for verification and spon- 
sorship by the staff and other parties in interest. 


1 By order issued May 28, 1956, amending the order issued January 27, 1956, Gulf Plains 
Corporation was deleted as respondent in Docket No. G—9280, and the investigation with 
respect to that company was terminated, for the reasons stated in that amending order. 
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The task of compiling such data has been under way for some time, but its 
proportions are such as to make it now appear that it cannot be concluded until 
around April 1, 1957. It is manifestly desirable that these data be available 
to all parties, including the staff, before the staff completes its presentation 
in this case. It is likewise desirable that all of these cases go forward as ex- 
peditiously as circumstances permit. Since the status of the staff investigation 
here will permit it, we have, therefore, determined to order the commencement of 
hearings in these proceedings at this time to enable the staff to present its evidence 
with respect to cost of service and to form and level of rates, and to permit 
cross-examination with respect thereto. Further hearings to afford the staff 
an opportunity to present field-price evidence and to afford respondents and other 


parties hereto an opportunity to present evidence shall be deferred pending 
further order of the Commission. 


The Commission orders: 


(A) Champlin Oil & Refining Co., which is the new name of The Chicago 
Corporation as survivor corporation after the merger with Champlin Refining 
Company, hereby is substituted for The Chicago Corporation as respondent in 
these dockets. 

(B) The investigation instituted by our order issued January 27, 1956, in 
these dockets, hereby is.enlarged to include the rates, charges, and classifications 
of the former Champlin Refining Company for or in connection with the sale 
or transportation of natural gas subject to the jurisdiction of the Commission, 
to the same extent as if Champlin Refining Company had been separately 
named as a respondent in the order issued January 27,1956, in these dockets. 

(C) A public hearing be held commencing April 17, 1957, at 10:00 a. m. (EST) 
in a hearing room of the Federal Power Commission, 441 G Street, N. W., 
Washington, D. C., concerning the matters involved and the issues presented 
in these proceedings as more particularly set forth in the order instituting 
investigations issued on January 27, 1956, in these dockets, and as. further 
set forth hereinabove. 

(D), Interested State commisssions may participate as provided by Sections 


1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure [18 C. F. R. 
1.8 and 1.37 (f) ]. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 2174 
ORDER AMENDING LICENSE (MAJOR) 


Issued February 28, 1957 


Application for amendment of license was filed January 10, 1956, by Southern 
California Edison Company, Los Angeles, California, licensee for major Project 
No. 2174, located on Ward (Florence Lake) Tunnel which connects Florence 
Lake Reservoir with Huntington Lake Reservoir in the San Joaquin River 
basin in Fresno County, California, and affecting lands of the United States in 
Sierra National Forest. 

The application seeks amendment of the license to provide for certain changes 
which have been made in the project during the course of its construction or 
which it is desired to make therein. These changes include miscellaneous minor 
relocations, arrangements, and changes in project works and facilities, and an 
increase in the lands of the United States within the project boundary. These 











FEDERAL POWER COMMISSION 331 


changes are shown on the revised exhibits which are filed with the application 
and which are proposed for inclusion in the amended license to supersede certain 
exhibits which are proposed for elimination therefrom. The application also 
requests elimination from the license of Article 28 which provides for a bridge 
over the spillway. 

Licensee states that the proposed changes are necessary and desirable to effect 
economy of construction, efficiency of operation and additional safety factors. 
The application states that minor changes in the project boundary were neces- 
sary to accommodate the desirable relocation of the overflow pipe from the surge 
chamber and the addition of a small dike near the overflow pipe outlet. Licensee 
further states that the bridge over the spillway at the forebay was eliminated 
and that the Forest Service road has been rerouted around the reservoir area 
in the location shown on Sheet No. 2-1 of Exhibit K, and in accordance with 
the general design drawings shown on Sheet No. 3-1 of Exhibit L, which exhibits 
were filed as a part of the application for amendment. The applicant states 
that as a result of the rerouting of the Forest Service road, Article 28 of the 
license has no further application because it stipulates that the road and a 
bridge are to be located over the forebay dam. 

One effect of the amendment will be an increase of 2.17 acres in the forest 
lands occupied by the project.. As a result of this increase the annual land 
charges, exclusive of transmission line occupaney, would be increased from. the 
present..annual charge for.occupancy of Government land of $142.50 to $146.84. 

The United States Forest Service has reported favorably on the application for 
amendment and advised that the existing. provisions of the license would be 
adequate for the protection and utilization of the national forest land and 
resources substantially as hereinafter_provided, 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Sierra National Forest was created 
or acquired and will not alter any of the basic facts upon which the license was 
issued. 

(2) The amount of annual charges to be paid under the license as amended for 
the purposes of recompensing the United States for the use, occupancy and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

(3) The following described revised exhibits to replace the designated super- 
seded exhibits were filed as part of the application for amendment: 


Revised Exhibit FPC No. Showing Supersedes FPC No. 
J Sheet No. 1-1... 2174-8 General Map of Portal 2174-1. 
Project. 
K Sheet No. 2-1_. 2174-9 Detail Map of Portal Proj- 2174-2. 
ect. 


GENERAL DESIGN DRAWINGS 


L Sheet No. 1-1... 2174-10 Portal Powerhouse, Pen- 
stock and Tunnel. 

L Sheet No. 1A_... 2174-11 Portal Powerhouse Sec- 
tions. 

L Sheet No. 2-1... 2174-12 Tunnel Plan & Profile 2174-5. 

L Sheet No. 3-1... 2174-13 Portal Powerplant Fore- 2174-6. 
bay. 

*"M” (Revised) (3 sheets) General Description of Me- ‘‘M” (2 sheets) 

Filed January 10, 1956. chanical, Electrical and Filed December 

Transmission Equip- 13, 1954. 
ment. 
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The revised exhibits conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project, and the superseded 
exhibits designated above should be eliminated from the license for the project. 
(4) Article 28 of the license having no further application should be eliminated 
therefrom in its entirety. 
The Commission orders: 


(A) The revised exhibits described in finding (3) above as conforming to the 
Commission’s rules and regulations are approved as part of the license for the 
project, and the exhibits described therein as superseded are eliminated from 
the license. 

(B) The license for Project No. 2174, issued April 19, 1955, is amended effective 
as of December 1, 1956, as follows: 

ParaGraPH I. Article 28 of the license is eliminated therefrom in its entirety. 

PakaGRraPH II. Article 29 (ii) of the license is amended to read: 


(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, excluding those used for trans- 
mission line right-of-way, $146.84, 

(C) This order shall become final thirty (30) days from the date of its issu- 
ance unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within sixty (60) days from the date of issuance of this order. 





TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-10,000 


TRANS-CAROLINA PIPELINE CORPORATION, DOCKET NO. G-10,005 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY UNDER 
SECTION 7 OF THE NATURAL GAS ACT 


Issued December 21, 19567 


Syllabus 


Commission modifies examiner’s decision issuing a certificate of public con- 
venience and necessity under section 7 of the Natural Gas Act to Transco 
which authorizes the construction and operation of facilities and the making 
of sales of natural gas in interstate commerce. P. 360. 


James B. Henderson, William N. Bonner, Jr., Richard J. Connor, Christopher 
T. Boland, John T. Miller, Walter BH. Gallagher, and Thomas Brosman for Trans- 
continental Gas Pipe Line Corp. 

John W. Scott, Robert W. Perdue, J. Melville Broughton, Jr.. and Reuben 
M. Word for Trans-Carolina Pipeline Corp. 

William J. Grove and John Cosmic for staff of the Federal Power Commission. 


WoopatL, Presiding Examiner: These consolidated proceedings involve ap- 
plications by Transcontinental Gas Pipe Line Corporation (Transco) and Trans- 
Carolina Pipe Line Corporation (Trans-Carolina) for certificates of public con- 
venience and necessity under section 7 of the Natural Gas Act. Transeo filed 
an application in docket No. G—10,000 on February 27, 1956, which was sup- 
plemented on March 21, 1956, for a certificate of public convenience and neces- 
sity, pursuant to section 7 (c) of the Natural Gas Act, authorizing the con- 
struction and operation of certain natural-gas facilities proposed to be used 
for the sale and delivery of approximately 104,481 M. c. f. per day of natural 
gas to certain of its existing customers and to certain new customers. 

On July 20, 1956, Transcontinental filed with the Commission a supplemental 
application for a certificate of public convenience and necessity authorizing the 
eonstruction and operation of certain facilities in addition to those set out in its 
original application in docket No. G—10,000 to be used (1) for the sale and de- 
livery of an additional 21,496 M. c. f. of firm quantities of natural gas per day 
over and above the additional volumes provided in the original application and 
(2) for the movement to Transcontinental’s Zone 3 of an additional 40,000 
M. c. f. of gas not used by customers in the more southern zones to whom it is 
allocated during their build-up or off-peak periods. The total new firm service 
applied for is 125,977 M. c. f. per day. 

The system capacity upon completion of all of the proposed facilities will be 
832,944 M. c. f. per day at 14.73 p. s. i. a.? 

Trans-Carolina Pipeline Corporation has applied for a certificate of public 
convenience and necessity in this proceeding authorizing it to construct and 
operate the facilities described in its application, as supplemented and amended. 
Trans-Carolina filed its application on February 27, 1956, which was supple- 
mented on April 18 and May 4, 1956, and amended on June 25, 1956. Such 
facilities are designed to render natural-gas service to a large portion of the 
Piedmont area of North and South Carolina, and to the coastal plain area of 
North Carolina. Trans-Carolina is also an intervener in the related proceed- 
ing filed by Transco in docket No. G—10,000. 


1 Initial decision became the final decision and order of the Commission by order of the 
Commission issued March 1, 1957, in opinion No. 302, infra p. 360. 

2 Dxhibit 181; Tr. 5282. Volumes used herein are for natural gas of 1,060 B. t. u. unless 
otherwise stated. 
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Pursuant to Commission order, hearing in docket No. G—10,000 commenced 
on June 6, 1956. By order issued June 19, 1956, the Commission consolidated 
for hearing Transco’s application in docket No. G—10,000 with the application 
filed in docket No. G-10,005 by Trans-Carolina. Trans-Carolina is one of three 
corporations seeking to obtain in these consolidated proceedings the allocation 
of about 60,000 M. c. f. per day which Transcontinental proposes in docket No. 
G-—10,000 to sell and deliver in North and South Carolina for resale in the so- 
called Tidewater Area of those two States. Hearings in the consolidated pro- 
ceeding were completed on September 20, 1956. 

On September 20, 1956, counsel for Transco and Trans-Carolina moved on 
the record for omission of the intermediate decision procedure. This motion 
was denied by order of the Commission issued October 8, 1956. 

Transco’s application proposes to construct the additional facilities applied 
for in two phases, the first to be completed as soon as possible (herein referred 
to as “1956 facilities”), the balance to be completed in 1956 (herein referred 
to as “1957 facilities”). 


Facilities Proposed by Transco, 


(a) 1956 Facilities 

(1) 68.28 miles of 30-inch and 160.02 miles of 36-inch pipeline loops along its 
main line; 

(2) 23.63 miles of 24-inch pipeline loops along a gas supply lateral; 

(3) 12,000 horsepower of additional compression in three existing com- 
pressor stations; 

(4) 750 horsepower of compression in a new compressor station; 

(5) Additional facilities in existing compressor stations as described in 
Exhibit 7; 

(6) Metering and regulating stations as follows: 

(a) One or two meter stations to serve the Tidewater Area of North and 
South Carolina, depending upon whether the Commission allocates the said 
60,000 M. c. f. per day to one interstate corporation or two intrastate corporations. 

(b) City of Greer, 8. C. 

(c) Stanley No. 2 meter station to serve Piedmont Gas Company. 

(d) City of Madison, Ga. 

(e) City of Social Circle, Ga. 

(f) City of Danville, Va. 

(b) 1957 Facilities 

(1) 42.94 miles of 30-inch and 56.16 miles of 36-inch pipeline loops along the 
main new line; 

(2) Metering and regulating stations at the following points: 

(a) City of Greensboro, Ga. 

(b) City of Union Point, Ga. 

(c) City of Simpsonville, 8. C. 

(d) Abbeville Natural Gas Company, South Carolina. 

On July 11, 1956, the Commission granted Transco temporary authorization 
pursuant to section 7 of the Natural Gas Act for the construction only of the 
facilities set forth in its application in docket No. G—10,000 and designated as 
the 1956 construction program. 

The Commission did not at that time grant temporary authorization to con- 
struct the necessary sales meter stations. As a result of the steel strike which 
occurred subsequent to the granting of the temporary authorization and‘ the 
resultant inability of Transcontinental to obtain earlier delivery of the required 
amount of 36-inch pipe, Transcontinental sought and the Commission granted, by 
order issued August 8, 1956, authorization to make certain substitutions of 30- 
inch for 36-inch pipe in the 1956 construction program. Witness Crowe testi- 
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fied on September 10, 1956 that the proposed substitution will probably be limited 
to one loop between Compressor Stations 15 and 16. This single substitution will 
result in replacing 6.32 miles of 36-inch pipe with 30-inch pipeline in the 1956 
facilities and the addition of 0.83 miles of 36-inch pipeline in the 1957 facilities. 

Because of Transcontinental’s inability to specify on the record the precise 
amount of this substitution and the consequent inability to specify the amount 
of additional 36-inch pipeline which would have to be installed as part of the 
“1957 facilities” as a result of the substitution of the smaller for the larger 
diameter pipe in the 1956 program, Transco is herein seeking permanent author- 
ization to construct the facilities which adhere as closely as the steel strike 
dislocation permits to the programed facilities identified above and to add to the 
1957 facilities whatever 36-inch pipeline is required in order to achieve the total 
eapacity for which the facilities set out above have been designed. 

On October 19, 1956, the Commission granted Transcontinental temporary 
authorization (1) to operate the facilities covered by the July 11, 1956 construc- 
tion authorization, (2) to render certain additional service to existing customers 
and one new customer, and (3) to construct necessary metering facilities. 

Service Proposed by Transco.—The following table lists the total volumes in 
column (4) proposed to be delivered on a firm basis to existing customers, the 
names of existing customers, as to which column (2) shows the present firm allo- 
eations to them, and to certain new customers, and as to which column (3) shows 
the proposed allocations to them. The “Tidewater Area of North and South 
Carolina” listed in the table refers to such of the competitive service companies 
as receive the allocation of gas to meet the needs of the towns and cities of 
that area: 


Proposed increases in allocations to customers included in docket No. G—10000, 


as supplemented, together with their present firm allocations, if any, and pro- 
posed total allocations (exclusive of storage and limited term firm allocations) 


(Mef at 14.7 psia) 1060 Btu 


Allocations 

pro d 

Customer Present firm | (including 
allocations | supplemental 

application) 


(3) 


= 
oe 
~ 


Brooklyn Union Gas Compan 

Long Island Lighting Company 

Public Service Electric and Gas Company 
Elizabethtown Consolidated Gas Company. 
South Jersey Gas Company 

United Gas Improvement Co 

Frederick Gas Company 

Simpsonville, South Carolina 

Abbeville Natural Gas Company.-.- 
Piedmont Gas Company 

Piedmont Natural Gas Company 

Public Service Company of North Carolina 
Danville, Virginia 

Southwestern Virginia Gas Company 
Laurens, South Carolina 

Fort Hill Natural Gas Authority... 

Greer, South Carolina 

Owens-Corning Fiberglas Corp 

Tidewater Area of North & South Carolina. 
Elberton, Georgia. 

Winder, Georgia 

Mid-Georgia Natural Gas Company 
Rockford, Alabama. 

Butler, Alabama. 
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Social Circle, Georgia. 
Union Point, Georgia. 


Total proposed new allocations 


1 Of which 2,015 represents a transfer to Abbeville Natural Gas Sinem of part of the present allocation 
of Natural Gas ye pe nae A Western Carolina, Inc. 
3 This is total of new allocations. It does at include the 2,015 Mef transferred as per footnote (1). 
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Service to existing customers will begin as soon as the necessary facilities are 
installed; service to new customers as soon as the particular customer can 
receive deliveries. Service to the Tidewater Area customers will become pos- 
sible and effective only after the 1957 facilities are installed. 

Transco is agreeable to the request of Abbeville Natural Gas Company 
(Abbeville) that the Commission issue an appropriate order in these proceed- 
ings transferring to Abbeville from the Natural Gas Company of Western 
Carolina, Inc., 2,015 M. c. f. of its present firm allocation, to which is to be added 
504 M. c. f. so as to make Abbeville’s total allocation in these proceedings 2,519 
M. c. f. 

Trans-Carolina is competing with Carolina Pipeline Company (Carolina Pipe- 
line) for an allocation of natural gas to deliver to towns and cities in South 
Carolina and with North Carolina Natural Gas Corporation (North Carolina 
Natural) for an allocation of gas to deliver to towns and cities in North Carolina. 
Trans-Carolina intervened in docket No. G—10,000 to secure by allocation therein 
a supply of natural gas which gas supply would be indispensable to it in proving 
ability to perform its proposed natural gas service to the Tidewater Area of 
North and South Carolina in meeting its burden of proof in support of its 
application for a certificate of public convenience and necessity under section 
7 of the Natural Gas Act in docket No. G-10,005. Trans-Carolina admittedly 
would be a natural-gas company within the meaning of the Natural Gas Act if it 
entered upon the proposed transportation and sale of natural gas in North and 
South Carolina. Carolina Pipeline and North Carolina Natural are intervenors 
in both of these consolidated dockets. 

Trans-Carolina’s Proposal.—Trans-Carolina is a corporation duly organized 
and existing under the laws of the State of Deleware, having its principal 
Place of business at 515 Commercial Building, Raleigh, N. C. It is authorized to 
do business in the States of North and South Carolina. Trans-Carolina was 
incorporated on January 5, 1956, and has no existing operations. It proposes to 
construct and operate an interstate pipeline system to provide natural-gas serv- 
ice to the northern and eastern portions of South Carolina and the southern 
and eastern portions of North Carolina, herein referred to as the “Tidewater 
Area.” To enable the transportation, sale, and delivery of such gas to the 
communities and industries proposed, it proposes to construct and operate a 
system alleged to have approximately 805.3 miles of transmission lines and 
appurtenant facilities. Trans-Carolina proposes to construct and operate a 
natural-gas transmission system extending from a point of interconnection with 
the existing system of Transco near Blacksburg, 8. C. to Rocky Mount, N. C., a 
distance of approximately 257 miles. The proposed main transmission line will 
vary in diameter from 18-inch at the point of interconnection with Transco to 
&-inch at Rocky Mount. From the main line, Trans-Carolina proposes to con- 
struct and operate 16 lateral lines and numerous sub-lateral lines. The proposed 
lateral lines vary in size from 8-inch to 2%-inch in diameter. 

Trans-Carolina proposes to render natural-gas service to 43 communities 
in the States of North and South Carolina and to make direct sales of natural 
gas to 12 industrial customers. Of said 43 communities, 13 are presently served 
with various types of manufactured gas through existing distribution systems. 
Trans-Carolina proposes to construct and operate natural-gas distribution sys- 
tems in such of said 43 communities as presently have no existing distribution 
system and which will grant a franchise to Trans-Carolina. Six of the 12 
industrial sales are proposed to be made upon a firm basis, and six upon an 
interruptible basis. 

Carolina Pipeline Company.—Carolina Pipeline is a corporation organized and 
existing under the laws of the State of Delaware with its principal place of 
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business in Greenville, S. C. Carolina Pipeline presently owns no physical 
properties but upon obtaining an allocation of natural gas from Transco will 
construct and operate the pipeline system hereinafter described. The com- 
pany was organized by a group comprised principally of South Carolinians in 
order to provide an urgently needed supply of natural gas for a large and impor- 
tant area of South Carolina. The management of Carolina Pipeline is also 
eemprised, in the most part, of South Carolinians. 

By order of March 14, 1956 the South Carolina Public Service Commission 
issued a certificate of public convenience and necessity to Carolina Pipeline 
authorizing it to construct substantially the same facilities proposed here and to 
serve essentially the same towns proposed hereto be served. The proceedings 
before the South Carolina Commission were contested. Another applicant, 
Carolina Gas Corporation, an affiliate of North Carolina Natural, also proposed 
a natural-gas pipeline in the area. Trans-Carolina intervened in opposition to 
the granting of either application. Other opposing interveners were the Atlantic 
Coast Line Railway Company, an intervener in this proceeding, and the Southern 
Railway, which latter railway was denied intervention here by order of July 24, 
1956, and several oil and propane companies. 

A suit to invalidate the certificate of public convenience and necessity issued 
by the South Carolina Public Service Commission, which was instituted by the 
two railroads, was dismissed by order of the Court of Common Pleas of South 
Carolina issued on September 13, 1956 for failure to perfect the appeal. Thus, 
such certificate of public convenience and necessity has become final for Carolina 
Pipeline. 

The following 20 South Carolina communities are proposed to be served by 
Carolina Pipeline: 

Clover, York, Rock Hill, Fort Mill—through the York County Natural Gas 
Authority. 

Chester, Great Falls—through the Chester County Natural Gas Authority. 

Lancaster, Kershaw—through the Lancaster County Natural Gas Authority, 

Camden, Bishopville.’ 

Sumter—through Sumter Gas & Power Company (owned by Consolidated 
Utilities Corporation). 

Hartsville—through the franchised Consolidated Utilities Corporation. 

Darlington, Florence—through Peoples Gas Company (owned by Consolidated 
Utilities Corporation). 

Cheraw, Bennettsville, Dillon,’ Latta,* Mullins,” Marion.’ 

Three natural-gas authorities have been organized to provide natural-gas 
service in their respective counties. The York County Natural Gas Authority 
(York Authority) will serve Clover, York, Rock Hill, and Fort Mill. The 
Chester County Natural Gas Authority (Chester Authority) will serve the 
communities of Chester and Great Falls. The Lancaster County Natural Gas 
Authority (Lancaster Authority) will serve Lancaster and Kershaw. Carolina 
Pipeline has contracts for the sale of gas to each of the authorities. The 
communities of Florence and Darlington are presently served with propane air 
gas through existing distribution systems owned by Peoples Gas Company, 
which systems are to be converted to natural gas. Sumter is also now served 
by the distribution of propane air gas by Sumter Gas and Power Company. 
Both Peoples Gas Company and Sumter Gas and Power Company are owned 
by Consolidated Utilities Corporation, which last named company also is 
franchised to serve Hartsville. The communities of Mullins, Latta and Ben- 


* Trans-Carolina does not propose service of gas to the five towns of Bishopville, Dillon, 
Latta, Mullins and Marion. 
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nettsville propose to construct and operate their own municipal systems. 
Carolina Pipeline has contracts for the sale of natural gas to each of these 
mnunicipalities. The remaining five communities: namely, Bishopville, Camden, 
Cheraw, Dillon and Marion have granted franchises to Carolina Pipeline which 
proposes to construct and operate distribution systems in those communities. 

As stated above, the Chester Authority proposes to serve the town of Chester. 
However, Chester is presently served with propane air through a distribution 
system owned by Piedmont Natural Gas Company, Inc., of Charlotte, N. C., 
which holds a franchise from the town of Chester. In order for the Chester 
Authority to provide natural-gas service to Chester it will be necessary for 
the Chester Authority to supplant Piedmont Natural in some lawful manner 
not now known or reflected on this record. Hence, service of Chester through 
the Chester Authority may not be authorized in this decision and order. 
Piedmont Natural does not propose service for Great Falls. In the event 
that the Chester Authority’s plans are not consummated, Carolina Pipeline 
has expressed its willingness, through its president, Mr. Arthur C. McCall, to 
construct and operate a distribution system in Great Falls if necessary to 
assure their getting gas service. 

The only other community having an existing distribution system in addition 
to those mentioned above is Rock Hill. A propane air gas system is operated 
there by the Rock Hill Gas Company, a subsidiary of Pennsylvania Southern 
Gas Company of Philadelphia. Evidence indicates that thé Rock Hill Company 
is willing to sell its existing system to the York Authority at a price to be 
negotiated. 

For convenience in locating the towns and cities proposed to be served and 
for comparison of the proposed intermediate transmission systems, there is 
attached hereto as an appendix the map which the staff attached to its initial 
brief as an appendix. 

North Carolina Natural Gas Corporation.—North Carolina Natural is a cor- 
poration organized under the laws of Delaware. As is true of Trans-Carolina 
and Carolina Pipeline, it is a newly organized company and has not yet engaged 
in any business other than in connection with obtaining the authority to do 
business in North Carolina, the certificate of public convenience and necessity 
issued to it by the North Carolina Utilities Commission and the preparation 
of data and the evidence presented in this hearing for the purpose of obtaining 
an allocation of gas from Transco to enable it to serve the proposed towns and 
cities of southern and eastern North Carolina. As is true of Carolina Pipeline 
Company in South Carolina, it proposes to operate wholly within one State. 
It will be subject to the regulations of the North Carolina Utilities Commission. 

North Carolina Natural proposes to construct and operate transmission and 
distribution facilities adequate to provide natural-gas service to 29 communities 
in eastern North Carolina. In addition, it proposes to serve 9 specified indus- 
trial customers with interruptible gas directly from its transmission facilities. 

In 8 of the 29 communities proposed to be served with natural gas, there’are 
gas distribution systems presently in operation, 5 of which are privately owned 
and 8 of which are municipally owned. The 5 privately owned systems are 
owned and operated by Tidewater Gas Company (Tidewater Gas) and are 
located in Fayetteville, Kinston, New Bern, Washington, and Wilmington. The 
3 municipally owned systems are located in, and are owned and operated by 
the communities of Greenville, Rocky Mount, and Wilson. Of the 21 remaining 
communities presently without gas distribution systems, 2, Selma and Monroe, 
have definitely decided to construct and operate municipal distribution systems. 
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North Carolina Natural proposes to construct and operate distribution systems 
in the other nineteen communities. 

The point of interconnection of North Carolina Natural’s proposed trans- 
mission facilities with those of Transco, its proposed sole supplier, will be at 
the discharge side of the latter’s Compressor Station No. 15 near Mooresville, 
N.C. North Carolina Natural’s transmission facilities, consisting of 630.4 miles 
of main line and sales laterals, will extend in an easterly direction from this 
point of interconnection. This includes the following pipe: 

Outside diameter Length 
(inches) (miles) 


The first segment of the main line, consisting of 16-inch and 12%-inch pipe 
totaling approximately 117 miles in length, will run in a southeasterly direc- 
tion to a point near Fayetteville, N. C., the route of this segment being such 
as to pass 23 miles north of Monroe, 10 miles south of Albemarle, slightly north 
of Wadesboro, Rockingham, Hamlet, Laurinburg, Raeford, St. Pauls, and Lum- 
berton, and south of Aberdeen, Southern Pines, and the Fort Bragg Military 


Reservation. In the vicinity of Fayetteville, the main line bifucates with one 
branch, consisting of 8.625’’ and 6.625’’ pipe, running approximately 96 miles 
in a southeasterly direction and terminating at Wilmington, N. C. The other 
branch of the main line will run north of Fayetteville in a northeasterly direc- 
tion, passing south of Dunn, Benson, Smithfield, and Selma, to a point approxi- 
mately 10 miles north of Goldsboro, N.C. This latter branch will further divide 
into two subbranches at a point approximately 6 miles beyond the Goldsboro 
tap. One subbranch will run northerly to the east of Wilson at a point south 
of Rocky Mount and easterly to reach its terminus at Tarboro, N. C. The other 
Subbranch runs generally eastwardly and is designed to serve the communities 
of Farmville, Kinston, New Bern, Greenville, and Washington. 

North Carolina Natural has, in conjunction with Carolina Pipeline, made 
Studies of an emergency interconnection between its facilities and those of 
Carolina Pipeline. North Carolina Natural’s policy witness indicated a willing- 
ness to construct this interconnection. Mutual benefits of this interconnection 
have been shown, together with engineering and other feasibility; but approval 
thereof is not involved in this proceeding. 

The transmission facilities also include other laterals to those communities 
proposed to be served which are not located on the main line. 

In addition to its proposed sales at wholesale to the five municipalities of 
Greenville (existing system), Monroe (proposed system), Rocky Mount (existing 
system), Selma (proposed system), and Wilson (existing system), and to Tide- 
water Gas Company (which serves the five North Carolina cities of Fayetteville, 
Kinston, New Bern, Washington, and Wilmington, North Carolina Natural pro- 
poses to construct distribution systems and distribute natural gas at retail in 
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the other nineteen North Carolina communities, which have offered the necessary 
franchises. 

In performance of contractual obligations undertaken by the engineering 
firms of Porter, Barry & Associates and Barnard and Burk, Inc., to prepare and 
present to this Commission engineering reports relating to the construction of 
a municipal distribution system in 15 of these 19 communities, there is uncon- 
troverted evidence in this record establishing the engineering, economic and 
financial feasibility of municipal ownership and operation of a natural-gas 
distribution in each of these 15 communities. Should any of these 15 communi- 
ties ultimately decide to construct and operate a municipal distribution system, 
North Carolina Natural will cooperate and sell gas to each such municipal 
system. The 4 communities of Benson, Clinton, Smithfield, and Tarboro have 
indicated no desire to build a municipal distribution system. 

The 19 communities in which North Carolina Natural is presently proposing 
to construct distribution facilities are as follows: 

Albemarle, Wadesboro, Rockingham, Hamlet, Laurinburg, Southern Pines, 
Aberdeen, Raeford, Saint Pauls, Lumberton, Roseboro, Salemburg, Clinton, 
Dunn, Benson, Smithfield, Tarboro, Farmville, and Goldsboro. 

The distribution facilities proposed to be constructed and operated by North 
Carolina Natural have been engineered and designed by Witness Simmons J. 
Barry of Porter, Barry & Associates, who appeared as a witness on behalf of 
North Carolina Natural. This record contains a map upon which the proposed 
distribution mains have been depicted for each of the 19 communities. North 
Carolina Natural proposes to serve 3 towns which Trans-Carolina does not 
propose to serve, namely, Roseboro, Saint Pauls and Salemburg. Trans-Caro- 
lina would serve the 3 towns of Erwin, Maxton and Norwood, which North 
Carolina Natural does not propose to serve. 

Transco’s Application—Docket No. G—10,000.—Under section 7 (e) of the Nat- 
ural Gas Act, Transco has the burden of establishing by preponderant evidence 
not only its willingness and ability to perform the proposed additional natural 
gas services in a feasible manner, including all elements of feasibility reaching 
down to the ultimate consumers for whose benefit all of the certificated con- 
struction and operation is designed, but that the present and future public con- 
venience and necessity requires the proposed construction and operation. In 
meeting its burden, Transco has been assisted by its existing customers and by 
the intervention of proposed new customers, including the natural gas trans- 
mission and distribution companies and public authorities, which seek alloca- 
tions of gas from the increased volumes of gas proposed to be made available. 
dust as feasibility of serving and satisfying the public convenience and neces- 
sity of existing customers must be shown and be found, so must the feasibility 
of serving the new ultimate consumers, whose requirements constitute the public 
convenience and necessity of the new customers of Transco, including the 
feasibility of the construction and operation of facilities proposed on the one 
hand by Carolina Pipeline in South Carolina and by North Carolina Natural 
in North Carolina, and on the other hand, alternatively, by Trans-Carolina in 
the Tidewater Area of those two states. 

Upon consideration of all the evidence of record and the contentions of the 
parties, the following findings of fact and conclusions of law are made: 

(1) Transco is a natural-gas company within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of April 28, 1950, In the 


Matter of Transcontinental Gas Pipe Line Corporation, docket No. G-—1277, 9 
FPC 32. 
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(2) The facilities proposed to be constructed and operated by Transco in 
docket No. G—10,000 will constitute an integral part of Transcontinental Gas 
Pipe Line Corporation’s interstate transmission system, and the sales proposed 
to be made in docket No. G—10,000, as hereinafter listed, are sales in interstate 
commerce for resale. The aforementioned facilities are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Trans-Carolina would be a natural-gas company within the meaning of 
the Natural Gas Act, upon undertaking the construction, transportation and sales 
of natural gas herein proposed and the facilities herein proposed to be con- 
structed and operated are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(4) Neither North Carolina Natural nor Carolina Pipeline would become a 
natural-gas company upon undertaking the construction, transportation and sale 
of natural gas herein proposed and the facilities herein proposed to be con- 
structed and operated respectively by North Carolina Natural and Carolina 
Pipeline are not subject to the provisions of the Natural Gas Act. 

(5) The present and future public convenience and necessity requires the pro- 
posed construction, operation, sale and deliveries of natural gas by Transco in 
the amounts shown in the respective findings hereinafter made regarding the 
requirements of the respective existing and proposed customers of Transco iden- 
tified in the respective succeeding findings. The engineering, economic, and 
financial feasibility, and the adequacy of gas supply are admittedly established 
by uncontroverted evidence on this record. 

(a) Brooklyn Union Gas Company (Brooklyn Union) seeks to purchase from 
Transco an additional 10,000 M. c. f. per day on a firm delivery basis as soon 
after December 1, 1956, as such delivery can be made. To satisfy the increased 
requirements of its nearly 900,000 customers in the most economical manner, 
Brooklyn Union requires this additional firm service from Transeo, Using 
methods of estimating peak-day system requirements, which were shown to 
have been consistently conservative and accurate in the past, and using the send- 
out required on a zero degree day as a reasonable temperature, which the com- 
pany must be ready to meet, the annual firm sales and peak-day requirements of 
Brooklyn Union are shown to be as follows: 


The receipt of the additional 10,000 M. c. f. herein sought will reasonably 
result in savings to Brooklyn Union in the order of the following amounts for 
the following years: 


Year 


Other benefits to Brooklyn Union and its customers from the proposed service 
and the proposed looping by Transco are (1) Service by Brooklyn Union to its 
customers can be improved by reducing the percentage of oil-gas intermixed 

5606455—59—__24 
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with natural gas, thereby reducing customer difficulties with gas-burning appli- 
ances which occur as the mixture of oil-gas approaches 50 percent. (2) The 
security of delivery by Transco is increased to all its customers by the proposed 
looping. 

(b) Long Island Lighting Company (Long Island) seeks to purchase from 
Transco an additional 5,000 M. ec. f. per day on a firm delivery basis as soon 
after December 1, 1956 as such deliveries can be made. To satisfy the increased 
requirements during the winter of 1956-57 of its 300,000 customers, to 60 percent 
of whom 1,000 B. t. u. natural gas is delivered and to 40 percent of whom mixed 
gas with 537 B. t. u. is delivered, the additional 5,000 M. c. f. is required to meet 
the 1956-57 peak-day requirements and to meet the volumetric send-out require- 
ments for that winter. To obtain such additional firm gas rather than to manu- 
facture the additional amount that would be required will result in savings in 
the order of $196,000 for the next 12 months exclusive of any savings in the 
cost of fuel for the generation of electric energy. In preparing its estimates 
Long Island used sound methods shown to have been accurate in the past and 
based upon the requirement to be able to provide a send-out for a zero degree 
peak-day. The estimates are conservative and reasonable. Estimates for sub- 
sequent years indicate the need to seek still more additional gas. 

(ec) Public Service Electric and Gas Company (Public Service) seeks to pur- 
chase from Transco an additional 10,000 M. ec. f. per day on a firm delivery 
basis, beginning with the winter of 1956-57, for which it has executed an agree- 
ment to purchase for 20 years in accordance with Transco’s tariff. Public 
Service sells and delivers gas to more than 1 million customers in an area com- 
prised of 236 municipalities and having residents therein about 70 percent of the 
population of the State of New Jersey. Both population inerease and the in- 
crease in demands for gas for househeating have caused an increase in require- 
ements for gas. Actual send-out increased from 39,421 MM. c. f. for 1955. It is 
estimated by sound methods found to have been reliable in the past that the 
send-out for year 1959 will be 80,520 MM. c. f. For a peak-day of zero degree 
mean temperature, which is reasonable, the send-out in 1952-53 was 257.7 
MM. ec. f. per day which increased to 427.4 MM. c.:f. per day for the winter of 
1955-56, and is estimated (as reasonably shown): for such a peak-day in the 
winter of 1959-60 to reach 645.5 MM. c. f. per day. Proof establishes require- 
ments reasonably estimated which will require this additional 10,000 MM. c. f. 
of firm gas to meet the maximum day’s requirements for the winter of 1957-58 
and is needed to meet storage gas requirements prior to that winter peak period. 

(d) Elizabethtown Consolidated Gas Company (Elizabethtown) seeks to pur- 
chase from Transco an additional 4,000 M. c. f. per day on a firm delivery. basis 
beginning with the winter of 1956-57. The use of a mean temperature of zero 
degrees F. in estimating winter peak-day requirements is conservative and rea- 
sonable. The methods used in estimating are found to have produced accurate 
estimates heretofore and to be reasonable and creditable. To satisfy the in- 
creased requirements of its 600,000 customers in 20 communities, Elizabethtown 
requires the additional gas herein sought. 

(e) South Jersey Gas Company (South Jersey) seeks to purchase from Transco 
4,500 M. c. f. of additional gas per day on a firm delivery basis beginning with 
-the winter of 1956-57.4 The evidence shows that-this additional gas is needed 


‘ Brief filed October 30, 1956, page 2: 
“South Jersey in this proceeding is applying only for authorization to purchase 
this additional amount of 4,500 M. c. f. per day. On the basis of present forecasts 
South Jersey proposes at the appropriate time to apply for a further increase in 
contract demand of 5,000 M. c. f. per day commencing in the latter part of 1957.” 
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to satisfy the increased requirements of its customers. South Jersey has exe- 
cuted a precedent agreement with Transco for the purchase of the gas herein 
sought. South Jersey serves an area of 2,000 square miles south of Atlantic 
City, New Jersey, in which resides a permanent population (exclusive of the 
summer and tourist population) of between 384,000 as reported by the 1950 
Federal census and 427,000 as estimated currently by the Department of Conser- 
vation and Development of the State of New Jersey. South Jersey serves natural 
gas to 70 communities. Requirements for natural gas have increased rapidly 
in this area or 23 percent between 1953 and 1955. Residential heating saturation 
increased from 11.7 percent in 1953 to 18.9 percent in 1955. Such trends of 
increased requirements are shown in the estimates submitted by South Jersey. 
The estimates establish the need for the additional 4,500 M. ec. f. during the 
winter of 1956-57. The methods of estimating are found to be reasonable, accu- 
rate and creditable. To satisfy its requirements beginning with the current 
winter of 1956-57 the additional gas is sought. The sales of industrial gas 
both firm and interruptible are found to be reasonable and in the public interest 
by reason of the character of the products, the limited sales of industrial gas in 
comparison to demand and the processing requirements for natural gas as fuel. 

(f) The Philadelphia Gas Works Division of the United Gas Improvement 
Company (Philadelphia Gas) seeks to purchase from Transco on a firm basis 
an additional 2,000 M. c. f. of natural gas per day to meet the winter peak-demand 
of the municipally owned gas works, which it operates in serving a 720 B. t. u. 
mixed gas to nearly 600,000 customers in Philadelphia. Philadelphia Gas also 
seeks authorization for the construction and operation of a new compressor 
station by Transco to enable the delivery of the gas to be purchased from 
Transco. The estimates submitted of requirements during the current winter 
of 1956-57 show that Philadelphia Gas requires the additional 2,000 M. c. f. of 
gas per day and may still face a 1956-57 peak-day deficiency of 4,000 M.c.f. The 
methods of estimating used are reasonable and creditable and are found to have 
been accurate heretofore. 

(zg) Frederick Gas Company, Inc. (Frederick Gas) seeks to purchase from 
Transco 170 M. c. f. of additional firm gas per.day, which increase is required by 
the growth of market demand in that community. 

(h) Simpsonville, S. C., will own its gas distribution system and a 2-mile 
4-inch lateral from Transco’s pipeline, which will cost overall about $215,000. 
The ability to sell revenue bonds bearing 5 percent interest to finance the muni- 
eipal system has been established. Based upon a house count and field survey 
of the service area, the estimates of potential customers and their loads are 
ereditable and undisputed and will reasonably produce revenues in the third 
year and thereafter which shows a ratio of 2.21 times the annual debt service 
eharges.' These estimates are further established by uncontroverted evidence 
that the natural gas will be sold at rates which compare favorably with the 
costs of other fuels, especially when the cleanliness and convenience of natural 
gas is taken into account. The requirements of Simpsonville of 531 M. c. f. per 
day of firm gas from Transco to meet the third year peak-day demand, as cal- 
culated by reasonable and adequate estimates and methods, is established by 
uncontroverted and creditable evidence. 

(i) Abbeville Natural Gas Company (Abbeville Natural) seeks from Transco 
(1) the transfer to it of 2,015 M. c. f. of firm gas previously allocated to Natural 
Gas Company of Western Carolina, Inc. (Western Carolina), for its’ use and 
benefit in Abbeyville and Due West, 8. C.° and (2) 504 M. ec. f. of additional firm 


5In the Matter of Transcontinental Gas Pipe Line Corporation, docket Nos. G—2367 and 
G-4185. 
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gas to meet the estimated third year peak-demand in its service area including 
Due West, Iva, Starr, and Abbeyville, S.C. Western Carolina does not now pro- 
pose service in Abbeville or in the other towns which Abbeville Natural proposes 
to serve herein and assents to the transfer of its previous allocation of 2,015 
M. c. f. per day of firm gas to Abbeville Natural, which has received a certificate 
of public convenience and necessity from the Public Service Commission of 
South Carolina authorizing the service herein proposed. The towns of Iva and 
Starr have granted franchises to Abbeville Natural, which has obtained by 
assignment from Western Carolina franchises for gas service in Abbeville and 
Due West. Abbeville Natural will construct a service lateral from Transco’s 
pipeline to Abbeville, passing through Iva and Starr, and a 9-mile service lateral 
from Abbeville to Due West. Abbeville Natural employed Barnard and Burk, 
consulting engineers, to bring up to date market surveys, which they made in 
Abbeville and Due West in 1953 and 1954, and to prepare such estimates for 
Iva and Starr, design the distribution systems for said towns and the service 
laterals for presentation as evidence in docket No. G-10,000, which were ap- 
proved by Abbeville Natural and presented as evidence herein. These estimates 
are found conservative and creditable, being supported by sound and well recog- 
nized methods of estimating. There is no controverting evidence. Rates for 
natural gas will be substantially cheaper than oil or liquid petroleum gas, which 
are the fuels in predominant present use for residences and small commercial 
and industrial concerns. Dstimates of sales of interruptible gas are found to 
be conservative and reliable and uncontroverted by any evidence. The es- 
timated cost of the project, which is well supported and reasonable and the 
reliable estimated revenues to be derived from third year sales and operations 
thereafter, establish the economic feasibility of the proposed construction and 
service. The ability to finance the construction is established by uncontroverted 
and creditable evidence. The public convenience and necessity requires the pro- 
posed allocation of gas from Transco and the gas service proposed by Abbeyville 
Natural. 

(j) Piedmont Gas Company of Hickory, N. C. (Piedmont Gas) seeks to pur- 
chase from Transco 5,500 M. ec. f. of firm gas per day to meet the estimated 
requirements of the following ten communities in North Carolina on the third 
year peak day; namely, Lincolnton, Maiden, Newton, Conover, Hickory, Granite 
Falls, Longview, Lenoir, Valdese, and Morganton. 

Piedmont Gas is certificated by the North Carolina Utilities Commission to 
serve this area, The ten municipalities have granted franchises to Piedmont 
Gas. In the first 6 towns Piedmont Gas owns and operates distribution systems 
distributing 864 B. t. u. propane-air gas, which it proposes to convert to natural 
gas and to expand adequately. It proposes to construct adequate distribution 
systems in the last four named towns. Witness Ransom, as consulting engineer, 
has designed the proposed system as placed in evidence. Piedmont Gas will 
also construct a service lateral from Stanley, North Carolina, where Transco 
owns and operates a meter station for service to Piedmont Gas on a temporary 
basis, to the various towns along the route shown on the map placed in evidence.® 
It is shown that the facilities proposed can handle the fifth year requirements 
of the estimated customers with an inlet pressure of 242 p. s. i. g. and a terminal 
pressure of 150 p. s. i. g. The engineering feasibility is uncontroverted by any 
evidence. Beconomic feasibility is established by market estimates and cost and 
operation estimates, which are found to be conservative and creditable. There 
is no contra evidence. The methods used by witness Ransom in preparing and 


* Ex. 89, Sub-Exs. 5 and 7, Sch. 8 and Ex. 74, p. 4. 
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making his market survey and estimates, are those commonly used and found 
to have been accurate heretofore. Using house count and comparative popula- 
tion data in estimating residential use, it is conservatively assumed that only 
40 percent of the existing dwelling units will become natural gas customers by 
the fifth year of operation. On the existing distribution systems, annual con- 
sumption of 20 M. c. f. per residential customer for nonheating purposes was 
used, while on the new systems only 14 M. c. f. was used for estimating purposes. 
Other estimates of use corresponded to existing usage of fuels and degree days 
shown. The system peak-day demand for the third year is estimated at 5,953 
M. c. f. of which 453 M. c. f. of gas per day will be produced by peak-shaving, 
using the present propaned-air plants. The public convenience and necessity 
(as also found by the North Carolina Utilities Commission) requires the pro- 
posed construction, the allocation herein sought and the natural gas service 
proposed by Piedmont Gas, including the sale and delivery of industrial gas as 
proposed. Natural Gas would replace oil, which is predominantly used in 
smaller installations, and would replace liquid petroleum gas which is used 
by General Electric Company in critical industrial operations on a firm basis. 
It would also replace coal now used by Great Lakes Carbon Corporation (a 
national defense operation) to manufacture producer gas, which is required 
in the manufacture of carbon electrodes where precision control of oven heat 
is necessary, and which producer gas is so expensive that the use of oil is con- 
templated if natural gas is unavailable. Natural gas is better and considerably 
cheaper than the producer gas." 

(k) Piedmont Natural Gas Company (Piedmont Natural) seeks to purchase 
from Transco on a firm basis 5,000 M. c. f. per day additional natural gas. 
Under temporary authorization Transco will deliver during this winter addi- 
tional 1,608 M. c. f. of gas. By its reply brief herein Piedmont Natural requests 
that the allocation of the balance of the 5,000 M. c. f. of gas per day sought 
herein (3,392 M. c. f.) be made effective on November 1, 1957, so that Piedmont 
Natural will not be required to pay the demand charge on more than 1,608 
M. c. f. which was available to it on this winter’s peak day. Commission staff's 
brief recommends reducing the allocation to 1,608 M. c. f. per day primarily 
because of a substantial delivery of interruptible gas on the peak day of the 
past winter of 1955-56 (namely, 11,480 M. c. f.) which was a warmer than 
normal temperature. To meet the feasibility requirements of the public con- 
venience and necessity of the Tidewater Area, it may not be necessary, as the 
staff recommends, to find 3,392 M. c. f. of peak-day gas for allocation to that 
area. The bases of estimating the future peak-day requirements of Piedmont 
Natural presented herein are not as persuasive as is desirable. However, the 
evidence shows a substantial increase in residential and space-heating customers 
and in space-heating public housing units which will reasonably require 5,000 
M. c. f. per day of additional peak-day gas service. It is also shown that 
peak-shaving may well be required in the winter of 1957-58. It is, therefore, 
found and concluded that the full additional allocation of 5,000 M. c. f. per 
day of gas is required by the public convenience and necessity; that the alloca- 
tion of 1,608 M. c. f. per day be effective as of the effective date of this decision 
and order; and that the effective date of the allocation of the remaining 3,392 
M. ¢c. f. per day be November 1, 1957, in consideration of fact that temporary 
authorization was limited to 1,608 M. c. f. per day and the balance of the alloca- 
tion cannot be made available during the entire heating season of 1956-57, and, 
hence, it is not deemed fair to require Piedmont Natural to pay the demand 


*Reply Brief of Piedmont Gas, pp. 16 cites effective record evidence in rebuttal to the 
only objection expressed by any party. 
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charges on said balance of 3,392 M. c. f. per day until the beginning of the 
next succeeding heating season or beginning on November 1, 1957. The order 
herein will be so conditioned.* 

(1) Public Service Company of North Carolina (Public Service—-N. C.) seeks 
to purchase from Transco on a firm basis 3,000 M. c. f. per day of additional gas 
to meet the peak-day requirements of the winter of 1956-57. By uncontroverted 
evidence, it has shown a market for such additional quantity of gas. It is 
found and concluded that public convenience and necessity requires that Transco 
sell and deliver the additional 3,000 M. c. f. per day to Public Service-N. C. 
Strict requirement of interruption on every peak day is not required in the 
public interest. Public Service—-N. C. has had an increase in customers since 
the introduction of natural gas of approximately 30 percent. 

(m) The public convenience and necessity requires the sale and delivery by 
Transco on a firm basis of the following additional increased market require- 
ments established by uncontroverted evidence and unopposed herein: 


Evisting Customer Additional M. c. f. per day 
VERS, Vee ne a ee ee ek Pt 800 
Southwestern Virginia Gas Company_____-_.--.-_--__----_ 7163 
Rare ee OR SOB 0) ee ties 1, 250 
Fort Hill Natural Gas Authority..._-__._____________________ 1,189 
Ser OU Ce ee eg ee es 50 
WV TNOT Reser oe og ee oe eee oy ee tee 279 
Mid-Georgia Natural Gas Company (Mid-Ga.)_.._-.--_-___ 7612 
OCT ONG We ee J es Ee? AS 81 
atiee, ‘Mies TE Td tO a ee 22 


1 For gas service in Martinsville, Va. 


* For gas service in Colbert, Comer, and Danielsville, Ga., located in the northern environs 
of Atlanta, Ga. 


To facilitate the service of its market a new delivery and metering point is 
requested by Danville, which request is unopposed by Transcontinental, and is 
found to be in the public interest. The Fort Hill Authority seeks gas for the 
service of the new member towns of Wahalla, West Union, Westminster and 
Pickens, S.C. The extension of the system is shown by the uncontested evidence 
to be feasible and advantageous to the Authority. 

(n) Owens-Corning Fiberglas Corporation (Owens-Corning) is an existing 
direct customer of Transco having an allocation granted by the Commission 
for the use of its Anderson, South Carolina plant—one of the three plants in the 
Textile Products Division—of 3,000 M. c. f. per day firm gas. It seeks herein a 
further allocation of 1,000 M. c. f. per day of firm gas. The public convenience 
and necessity requires the additional service. The same reasons previously de- 
termined by the Commission in docket No. G-4185 (9 FPC 1327) are contrulling. 
The evidence is uncontroverted. The increase in the production of coarser yarns 


8 As to that part of the total additional allocation which is provided for the benefit of 
the town of Chester, S. C., it needs only to be noted that the allocation must run to the 
intervener herein legally authorized to use it in rendering gas service to the consumers in 
Chester at the time this decision becomes: effective. Otherwise the present public con- 
venience and necessity is not served by the allocation herein. When and if the legal 
authority to serve gas in Chester is secured by some other entity or person and lost by 
Piedmont Natural, then is the time for proper steps to be taken to obtain Commission 
recognition of the changed legal situation. The reply brief of Piedmont Natural correctly 
cites the uncontroverted evidence of reasonable probability of being able to make the 
proposed interruptible sales to two large industrial customers—Eureka Mills and Borden’s 


Dairy, as to which the initial brief of Atlantic Coastline Railroad Company attempted to 
create doubt. 
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requires more glass and therefore more gas for the manufacture of “fibreglas.” 
The scientific necessity for the use of gas is again herein definitely established 
to meet the critical National Defense requirements for this product. No mt, 
tute for natural gas is acceptable. 

(0) The public convenience and necessity requires the proposed service ‘ie 
Transco to Greer, 8S. C., which will also serve the nearby towns of Duncan and 
Lyman, and which area is without any gas distribution service, although sur- 
rounded by cities and towns served with natural gas, including Greenville—12 
miles westward, Spartanburg—18 miles eastward, Laurens, Clinton and Ander- 
son. By uncontroverted evidence the market demand and the feasibility have 
been established for an initial allocation of 3,665 M. c. f. per day representing the 
estimated third year peak-day requirements. 

(p) The four small Georgia towns of Social Circle, Madison, Greensboro and 
Union Point, which are located 9, 26, 44, and 52 miles, respectively, to the south 
and east of Atlanta, have jointly associated themselves to construct a lateral 
from a point of connection with Transco’s pipeline near Walnut Grove, Ga., 
along State Highway 12 to provide for handling the respective amounts of gas 
allocated to the towns respectively, herein, and they jointly seek from Transco 
an allocation for the towns. Transco proposes an allocation of third year 
peak demand—a usual standard of measuring feasibility. But the evidence shows 
that to render the joint transmission and distribution systems feasible a volume 
equal to the estimated fifth year peak-day requirement must be relied upon before 
leveling off system requirements for the computation of revenue to service the 
bonds. The following tabulation lists the bond issues proposed and the debt 
service ratio for each of the communities: 


Debt service 
Community Bond issue Sy a 
on 5th year 





Only 275 M. ec. f. of additional peak-day gas is required to render this joint 
municipal project feasible. On this basis the public convenience and necessity 
is found and concluded ; namely, the following allocations to: 


Fifth-year 
Town peak-day M. c. f. 
Social Circle 


Madison 
Greensboro 
Union Point 


Joint system 


(q) Tidewater Area. The areas of North and South Carolina (Tidewater 
Area) proposed to be served by Trans-Carolina or alternatively by Carolina 
Pipeline in South Carolina and by North Carolina Natural in North Carolina are 
presently without any natural gas service. The mayors, city attorneys and other 
representatives of the towns and cities and the people of those communities 
(20 in South Carolina and 29 in North Carolina) have made emphatic their 
desire that natural gas service be made available in these remaining unserved 
areas of the Carolinas. A large number of mayors testified in these hearings. 
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Their desire for natural gas service is admittedly very strong. The testimony 





of the chairman of York County Natural Gas Authority is representative of such 
testimony. Transco’s brief quotes other significant parts of such testimony: 


York County Natural Gas Authority wants to bring natural gas to the 
service area for the benefit of the residents who will thereby be provided 
with a fuel of unquestioned economic advantage and of unquestioned clean- 
liness, efficiency and cost. 

Bringing natural gas to the York County area will eliminate the disad 
vantages to which the residents of that area are now subjected as a result of 
the fact that other nearby areas in the same state have the advantage of 
natural gas. Those same advantages of natural gas are enjoyed in the neigh- 
boring area of North Carolina as well. 

The authority is also desirous of bringing natural gas to the area for the 
benefit of the industries that are already situated there, in order that they 
may be able to continue to compete in the markets with their products. 

The industries that are dependent on propane find it necessary to bring 
that fuel from States as far away as Texas, Oklahoma, and Louisiana, and 
this, of course, creates attendant problems of providing storage facilities. 

Additionally, natural gas in the York County area will give continued 
incentive and impetus to industries seeking locations. The availability of 
natural gas comes up as a prime consideration whenever an industry is 
considering a location for a plant.° 

Just last year an important industrial company came to Rock Hill to 
explore the possibilities of locating in Rock Hill or the York County area. 
The very first question asked was: Is natural gas available? 

Upon receiving a negative reply, the industry was no longer interested in 
considering the area for location, and instead located in or around Spartans- 
burg, S. C., which has natural gas. 


The North Carolina Utilities Commission summarizes in its brief its views of 


the need to provide natural gas service for this area of their State: 


The future progress, growth and development of the Tidewater Section 
of North Carolina can well depend upon natural gas. Already many indus- 
tries which have found this section particularly attractive to their operation 
have refused to build here because of the lack of the advantages of natural 
gas. We spare no means to impress upon the Federal Power Commission the 
great need for natural gas in this section of North Carolina and urge an 
allocation of gas for the service of this territory. At the same time we 
believe the allocation to a company certificated by this Commission and 
subject to the jurisdiction and regulation of this Commission will be in the 
interest of the public and to the economic advantage of natural gas users. 


The South Carolina Public Service Commission also summarizes its view in 


its brief filed on November 2, 1956: 








fransco with its natural gas requirements, is a prime example of this. 


The Public Service Commission is extremely anxious that a supply of 
natural gas be made available as soon as practicable to the area of South 
Carolina proposed to be served by Carolina Pipeline Company. The absence 
of a supply of natural gas in this area places the industries of the area at 
a serious competitive disadvantage with neighboring industries having 
natural gas, and the citizens of this area are also being deprived of the many 
comforts and advantages afforded by the availability of natural gas for 
their homes and commercial establishments. 


®*The plant of Owens-Corning Fiberglas Corporation at Anderson, 8. C., supplied by 
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Transco’s reply brief contains very helpful language to describe the uncon- 
troverted need for the introduction of natural gas in the Tidewater Area of the 
Carolinas—language expressive of the feeling of the representatives of the citi- 
zens of the area (the public interest in this proceeding) which is in accord with 
the evidence and is here adopted as findings of fact: 


The record in this proceeding contains vivid testimony in support of the 
fact that the people residing in the pertinent sections of the Carolinas are 
handicapped by the lack of natural gas service. They are being denied a 
desirable source of energy which is enjoyed by their neighbors living in the 
western parts of those two States adjacent to the transmission line of 
Transcontinental. 

Those people of the Carolinas have been served for many years by At- 
lantic Coast Line Railroad Company (ACL) and certain of the railroad and 
coal interests who now seek to stand in the way of their economic better- 
ment. If these citizens were satisfied with the prices being charged them 
for present fuels and if present fuels were adequate to meet the require- 
ments of present consumers and to attract new industries, there would be 
no popular support in the Carolinas for natural gas service. 

But such is not the case. These citizens are not satisfied with present 
conditions. They are seeking strenuously to overcome their existing con- 
dition of economic suffocation. The complaints and objections of the coal 
and railroad intervenors must be weighed against this popular demand for 
the service herein proposed. 


After pointing out that Atlantic Coast Line Railroad Company (ACL) in 
order to increase its efficiency and decrease operating costs has replaced all its 
steam (coal-burning) locomotives with diesel (oil-burning) electric equipment, 
and thereby reduced its annual consumption of coal (from the mining areas here 
involved) from 808,576 tons in 1950 to 1,948 tons in 1955—a reduction greater 
than Witness Holmes for the coal interests testified herein might be displaced 
by natural gas in the Tidewater Area—and that ACL for the same reasons of 
claimed economy and efficiency are moving their main office out of Wilmington, 
N. C.—in the Tidewater Area—to Florida, thereby decreasing jobs and payrolls 
in the Tidewater Area, Transco’s reply brief further states: 


Small wonder the citizens of the Carolinas must fight ACL if they want 
to raise their standard of living. 

ACL has made no studies of the benefits which have been brought by 
natural gas to those areas now served both by ACL and by natural gas (Tr. 
5817). Unhampered by knowledge of such facts, ACL has taken a position 
of unalterable opposition in this proceeding without regard to the conclusion 
of the people of the Carolinas, based on observation of their more fortunate 
neighbors to the west, that natural gas will improve the economy of the areas 
into which it is introduced. That the resultant economic uplift may bring 
about increased railroad carloadings in the long run, apparently has no effect 
on ACL’s policy. And this railroad, unimpeded by any obligation to first 
obtain certificates of public convenience and necessity in carrying out its 
program of economy, efficiency and higher profits, (Tr. 5773) has had the 
temerity to recommend that the Applicants herein be required to prove 
that the need (for natural gas service) is so great that the inconvenience 
(of not having natural gas) would be a burden (Tr. 5774) before the citizens 
of the Carolinas can receive natural gas. 


After pointing out that the coal interests imply herein that somehow the mine 
operators and labor have a vested right in the Tidewater Area coal market, 
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although coal is sold only on a spot basis because the coal industry leaves itself 
free to negotiate the best competitive fuel price (Tr. 5571, 5572), and although 
coal has already lost large areas of the Tidewater market to oil, Transco’s reply 
brief further states: 


The residenis of the Carolinas have no obligation of any sort to support 
the coal industry ; just as the residents of (coal) Districts 7 and 8 are under 
no obligation to purchase the products of the Carolinas but are free to pur- 
chase whatever they need on the basis of price (Tr. 5582, 5584, 5588). If for 
national defense or conservation reasons the coal industry needs subsidiza- 
tion, it should be done from funds voted by the Federal Congress as was 
done in 1955 when Federal funds were made available to assist the authracite 
coal industry te handle the flooding of mines2° The residents of a single 
geographical area of the country should not be required to support the coal 
industry by the indirect device of denying to such residents a needed and 
desirable competitive fuel. 


There can be no shadow of doubt that this record compels the finding that the 
present and future public convenience and necessity requires this Commission to 
authorize and enable the initiation of all feasible natural gas service for the 
benefit of the citizens of the towns and cities of the Tidewater Area, as here 
defined of North and South Carolina with gas available from Transco’s proposed 
expanded system. 

(r) Atlantic Coast Line Railway Company, Fuels Research Council, Inc., and 
National Coal Association have failed to produce evidence of a substantive or 
probative nature to enable the presiding examiner or the Commission to evaluate 
express or implied allegations of aggrievement; and allegations of aggrievement 
are found not to have been proved. Anthracite Institute, United Mine Workers 
of America, and Chesapeake and*Ohio Railway Company have failed to make 
any showing in support of express or implied allegations of aggrievement con- 
tained in their petitions to intervene and such allegations have been left wholly 
unsubstantiated and without support in the record. 

(s) Transco’s reply brief recites correctly the standards of proof required 
by the Natural Gas Act, which the Commission early enunciated and recently 
reaffirmed. Section 7 (e). of the Natural Gas Act provides inter alia that a 
certificate shall be issued to any qualified applicant therefor, if it is found “that 
the proposed service, sale, operation, construction, extension, or acquisition, to 
the extent authorized by the certificate, is or will be required by the present 
or future public convenience and necessity.” In the landmark case, Kansas 


% Public Law 162, 84th Cong., ist Sess., 1955 U. S. Code, Cong. & Adm. Serv., p. 387. 

To negative the assumption that the much extended participation in the hearings and 
briefing in this proceeding by the coal interests and ACL has been overlooked, this finding 
is made on the face of this decision. However, it should be pointed out- (because some- 
times not realized) that the making of negative findings is no part of the function of the 
decider of issues of fact under the Natural Gas Act. The requirement of section 7 (e) is 
to find what the preponderant evidence establishes—an affirmative job. It is sufficient to 
note that all the findings herein made of themselves accomplish the sufficient answer to 
their erroneous argumentation. The briefs of Transco, Carolina Pipeline, and North Caro- 
lina Natural, and others, sufficiently and quite effectively dispose of the erroneous material 
in these briefs of the opposing coal and railroad intervenors. At the very most the coal 
interests and ACL can be found to represent only a competitive private position which for 
its own narrow economic advantage tries to defy progress with the argument that their 
narrow private interests entrusted to these counsel are so sacrosanct that they should not 
have their markets placed in the jeopardy of fuel competition with natural gas. (ACL’s 
initial brief p. 56 and coal interests initial brief p. 27). If the coal industry, as it claims, 
has indeed come to have such a right to the monopoly of fuel markets as to require legal 
protection against the competition of natural gas, it might be time for the gas industry to 
consider recommending the imposition of public utility regulation on the coal industry. 
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Pipe Line and Gas Company, et al., 2 F. P. C. 29 at 56 (1939), the Federal 
Power Commission discussed the meaning of the term public convenience and 
necessity as used in the Natural Gas Act as follows: 








We believe that any definition of the term must fundamentally have 
reference to the facts and circumstances of each given case as it arises. 
See San Diego & Coronado Ferry Co. v. Railroad Commission of California, 
292 Pac. 640. 

We do not view the term as meaning indispensably requisite. Rather 
we view the term as meaning a public need or benefit without which the 
public is inconvenienced to the extent of being handicapped in the pursuit 
of business or comfort or both—without which the public generally in the 
area involved is denied to its detriment that which is enjoyed by the public 
of other areas similarly situated. See Chicago, Rock Island & Pacific 
Railroad Company v. State et al., 258 Pac. 874; and Abbott v. P. U. C., 
136 Atl. 490. We do not construe the phrase to mean an absolute necessity 
but rather a reasonable necessity having regard to the convenience of the 
public in the area involved and its welfare. See Wisconsin Telephone 
Company v. Railroad Commission of Wisconsin, 156 N. W. 614; Wabash C. & 
W. Ry. Co. v. Commerce Commission 141 N. EB. 212. In determining what 
is the “public” whose convenience and necessity are the subjects of inquiry, 
we have conceived of that public as the public which exists in the areas 
or territory proposed to be served, not merely the applicants nor those 
persons or towns .who believe they would benefit from the proposed con- 
struction. . Cf. Red.Star Transportation Company v. Red Dot Coach Lines, 
295 S. W..419; Choate vy. Illinois Commerce Contmmission, 141 N. B.-12. 

There are no physical facilities for the transportation or sale of natural 
gas presently existing in any of the specific communities proposed to be 
served by either applicant. That means that the consuming public in 
those communities is deprived of the benefits of that natural-gas service 
which is available to the consuming public located in other communities 
of comparable character... We believe that the inconvenience of being 
without natural-gas service and the benefits accruing to the consuming 
public generally from natural-gas service are too well known to require 
extensive discussion here. See McFayden v. Public Utility Consolidated 
Corporation, 299 Pac. 671 * * * We believe that where there is no existing 
natural-gas service the convenience and necessity of the public in that area 
will be served by the introduction of that service providing that those who 
seek to render that service can meet certain minimum standards designed 
to secure such service on a continuous and adequate basis. 


























































































































Transco and certain parties to this proceeding seeking allocations of natural 
gas for resale in the new areas of the Carolinas have fully demonstrated on this 
record that they can meet the Commission’s standards and secure the proposed 
Service on a continuous and adequate basis, as herein found and concluded. The 
cases cited by opposing counsel are not in point. As quoted in the reply brief 
of Carolina Pipeline (p. 16) the Commission in the same case said: (p. 45) 


We see no reason to require applicants before us to submit firm commit- 
ments for the sale of natural gas in all cases; it is, we feel, enough if ap- 
plicants show that, on the basis of experience in similar territory, there are 
reasonable grounds for anticipating that customers will be attached to 
the proposed facilities. This approach, we feel has regard for the practical 
experience of the natural-gas industry and does not jeopardize the public 
interest. 
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The rule thus set out in the Kansas Pipe Line case has been followed con- 
sistently in cases involving comparable conditions.” 

(t) Three natural gas authorities have been ereated as bodies corporate and 
politic of perpetual succession by the Acts of the General Assembly of South 
Carolina in 1954 for obtaining and distributing natural gas throughout their 
respective counties of York, Chester, and Lancaster. They have all the nec- 
essary authority to act as municipal corporate distributors of natural gas. 
Evidence was introduced to support the primary proposal to serve the estimated 
third year requirements of the respective communities proposed to be provided 
with distribution facilities initially ; namely, York Authority will serve Clover, 
York, Rock Hill, and Fort Mill; Chester Authority will serve Chester (when 
the conflicting rights of Piedmont Natural have been acquired or rendered 
nugatory) and Great Falls; and Lancaster Authority will serve Lancaster and 
Kershaw.” Initial service would benefit from 33 percent in Chester County to 
about 50 percent in York County of the respective estimated populations of the 
counties. The three counties are shown to be prosperous, productive areas, the 
economics of which render natural-gas service beneficial both for residential 
and industrial use. The proposal here found feasible and in the public inter- 
est involves the purchase of natural gas at town border stations from Carolina 
Pipeline or Trans-Carolina,* which in turn would obtain an allocation from 
Transco. The peak day requirements (third year) are as follows: 


M. c. f. 
Zoek: Amt ck tiicttindciskitinciiintiiawidhindiinemiiininniic Gj BD 
| ee ee a ee LE 


Tanpntber . Alert ciel atinittitintidacindblititin median OS 


9,176 


The annual requirements would be (third year) firm 1,014,631 M. c. f. and in- 
terruptible 492,538 M. c. f. or 1,507,169 M. c. f. The estimates were prepared by 
the firm of consulting engineers of Porter, Barry and Associates and are found 
to be conservative and creditable. No contravening evidence exists. The meth- 
ods used conform to methods heretofore found trustworthy by the Commission 
and the results compare reliably with estimates heretofore presented in similar 
situations and found here to be comparable and accurate. The estimates, which 
herein establish feasibility, are more conservative than those found to have been 
presented and heretofore relied upon in comparable areas, to which this record 
establishes verifying accuracy in actual performance. It is found that the pro- 
posed service is feasible and is required by the present and future public con- 
venience and necessity.“ The conflict between Piedmont Natural and the Chester 
Authority must be resolved under the laws of South Carolina by negotiation or 
by legal action to acquire the franchise and property of Piedmont Natural, if the 
Chester Authority is to carry out the legislative intent of providing natural gas 
service to Chester County. It is admitted that; (1) the Chester Authority can- 





12 Commonweulth Natural Gas Corp., 9 FPC 70; Tewae Hastern Transmission Corp., 10 
FPC 35, 53; Pacific Northwest Pipeline Corp., Opinion No. 271 issued June 18, 1954, and 
Opinion No. 289 issued November 25, 1955. 

13 Evidence regarding alternative plans not here relevant was also heard but need not 
be here considered. Byery finding of feasibility made in this decision, includes estimates 
of requirements, load factors, and ability to perform and to finance, and every other 
standard and test of ability to perform. 

44 Trans-Carolina does not propose to supply gas to Great Falls. 

% The brief of these three intervenors filed on October 31, 1956 accurately summarizes 
the uncontroverted evidence of record. 
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not feasibly serve Great Falls without obtaining the proposed service to 
Chester; (2) the Chester Authority proposes to serve a greater requirement de- 
mand than Piedmont Natural; namely, Chester Authority proposes to meet the 
third year peak day requirement of a larger service area in Chester of 1,332 
M. c. f., while Piedmont Natural proposes to meet a requirement demand of a 
smaller service area of 650 M. c. f.; and (3) Piedmont Natural now represents 
the lawfully franchised distributor of natural gas in Chester. It is found that 
the present public convenience and necessity relates now to the only legally 
authorized medium of providing present natural gas service, namely, Piedmont 
Natural and its proposed service of 650 M. c. f. for Chester; hence, that proposed 
service—the best now available—is approved. However, if and when the Chester 
Authority becomes legally empowered to replace Piedmont Natural as the dis- 
tributor of natural gas in Chester the public convenience and necessity will then 
require the proposed service to Chester of 1,332 M. c. f. per day and to Great 
Falls of 592 M. c. f. per day. It is further found that Piedmont Natural has 
established that it is able and willing to render the proposed service of 650 M. c. f. 
to Chester beginning when natural gas can be made available from Transco. It 
is also further found that the feasibility (aside from the legal franchise conflict) 
of service to Chester and Great Falls by Chester Authority as proposed herein 
has been established without any conflicting evidence. It is, therefore, concluded 
that until the Chester Authority files with the Commission evidence satisfactory 
to it that it has acquired all right, title, and interest in the property of Piedmont 
Natural in Chester, S. C., and the lawful right to distribute natural gas in Chester 
instead of Piedmont Natural, the allocation of gas from Transco for service to 
Chester shall be limited to the allocation hereinbefore made to Piedmont 
Natural; but that upon the furnishing of such satisfactory showing the alloca- 
tion of gas from Transco to Piedmont Natural for Chester shall be transferred 
to the Chester Authority and the allocation of an additional volume of gas of 
1,274 M. ec. f. to the Chester Authority shall then become effective to enable it to 
inaugurate the proposed service of 1,332 M. c. f. per day to Chester and 592 
M. c. f. per day to Great Falls. This contingent allocation to the Chester Au- 
thority, however, shall lapse, unless said satisfactory showing shall have been 
made and the Chester Authority shall have constructed the essential distribu- 
tion facilities for Chester and Great Falls by the time natural gas purchased 
from Transco is actually available for delivery to the Chester Authority. It is 
further found and concluded that the proposed service by the York Authority and 
by the Lancaster Authority are respectively feasible and are required by the 
present and future public convenience and necessity, provided, however, that the 
York Authority shall file with the Commission before the gas allocated for it is 
available for delivery to it a satisfactory showing that it has acquired the prop- 
erty and rights of the Rock Hill Gas Company as the franchised distributor in 
Rock Hill, York County, 8. C. 

(u) The present and future public convenience and necessity requires the 
service of natural gas to the 20 South Carolina communities proposed by Carolina 
Pipeline. It is found that the construction and operation of the proposed inter- 
mediate transmission system by Carolina Pipeline, the conversion of the existing 
manufactured gas distribution systems to natural gas by Consolidated Utilities, 
the construction and operation of the remaining distribution systems—three as 
municipally owned systems and the others by Carolina Pipeline—are engineer- 
ingly, economically, and financially feasible. The projected operations, load 
factors, cost of service, and rates for resale, retail and industrial gas are found 
to have been established as reasonably probable of accomplishment and adequate. 
It is, therefore, concluded that the allocation of the third year requirement of 
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natural gas for those communities to Carolina Pipeline in the amount of 23,612 
M. c. f. should be authorized in the issuance to Transco of the certificate of public 
convenience and necessity applied for herein. Consolidated Utilities Corporation 
(Consolidated Utilities) seeks an allocation of natural gas for distribution in 
Florence and Darlington, now served by Peoples’ Gas Company with propane air, 
in Sumter, now served by Sumter Gas and Power Company with propane air, 
and in Hartsville, where Consolidated Utilities has been franchised to distribute 
gas. It agreed to accept gas through either Carolina Pipeline or Trans-Carolina, 
although preferring Trans-Carolina on the basis of the proposed rates. It will 
convert the existing distribution systems to natural gas and construct a new 
system in Hartsville. To meet the third year peak day requirements it is esti- 
mated that 5,970 M. c. f. per day is required. The estimates were prepared by 
sound methods and are found to be creditable and reasonable. They establish 
the third year operating feasibility of the proposed service, which is found to be 
required by the present and future public convenience and necessity. 

(v) The requirements of Bishopville, Camden, Cheraw, and Dillon, 8. C., were 
estimated by Mr. John Warren of Goodwin Engineers of the South, who was 
responsible for the surveys on which the estimates were based, and such require- 
ments are found to be established by uncontroverted evidence and are as follows: 



















Third year peak 
day M.c. f. 
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1For Camden and Cheraw different estimates of requirement are not deemed creditable 
or reliable either as to method or result. 


















These towns have proposed to grant 30-year franchises to Carolina Pipeline 
(and alternatively to Trans-Carolina) for the construction and operation of 
distribution systems. The methods used in estimating are conservative and are 
found to be accurate and creditable. The initial brief of Carolina Pipeline 
accurately recites the conservative methods used by Witness Warren. Marion 
also has offered to franchise Carolina Pipeline to distribute gas. The firm of 
Barnard and Burk, Consulting Engineers, prepared the estimates of require- 
ments of Marion, Mullins, Latta, and Bennettsville using approved methods. The 
third year peak requirements are as follows: 


Third year peak 





Marion will be served by Carolina Pipeline as a franchised distributor. The 
other three towns propose to own and operate a municipal distribution plant, 
financed by revenue bonds. The ratio of coverage of the bonds is respectively 
as follows: 








Third year peak 


The bonds will bear 444 percent interest. Even if Latta was required to issue 
bonds bearing 4% percent or 5 percent interest the ratio would still be 1.71 or 
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1.63 times bond requirements, It is found that all of the estimates are creditable 
and reliable; that the proposed service to each and all of these towns by Caro- 
lina Pipeline is feasible and that such service is required by the present and 
future public convenience and necessity. It is further found that Trans-Caro- 
lina has no pending proposal to serve gas to Bishopville, Dillon, Latta, Mullins, 
and Marion. 

(w) The present and future public convenience and necessity requires the 
service of natural gas to the 29 North Carolina communities propesed by North 
Carolina Natural. It is found that the construction and operation of the pro- 
posed intermediate transmission system by North Carolina Natural, the con- 
version of eight existing manufactured gas distribution systems to natural gas, 
the construction and operation of two new municipal distribution systems, and 
the construction and operation of the remaining nineteen distribution systems 
by North Carolina Natural are engineeringly, economically, and financially 
feasible. The projected operations, load factors, cost of service, and rates for 
resale, retail, and industrial gas are found to have been established as reason- 
ably probable of accomplishment and adequate. It is, therefore, concluded 
that the allocation of the third year requirements of natural gas for those com- 
munities to North Carolina Natural in the amount of 39,780 M. c. f. per day 
should be made a condition of the issuance to Transco of the certificate of public 
convenience and necessity applied for herein. It is found that the estimated 
firm gas requirements sought by Tidewater Gas for the five cities of Fayette- 
ville, Kinston, New Bern, Washington, and Wilmington to meet the third year 
peak-day demand, assuming (as proposed by President Clifford Ewart) the 
simultaneous conversion to natural gas of the five cities, is 10,943 M. c. f. per 
day, and that the estimates establishing such volume are conservative and 
creditable and were prepared by the use of experience figures and reliable 


methods of projecting future requirements. The brief of Tidewater Gas ac- 
curately summarizes the subsidiary and supporting facts established by uncon- 
troverted evidence. It is found that the estimated firm gas requirements sought 
for the three cities, which now own and operate municipal gas systems, to meet 
the third year peak-day demand after converting to natural gas are as follows: 
City 
Greenville 


Peak Day M. c. f. 


and that the estimates establishing such volumes are conservative and creditable 
and were prepared by the use of experience figures and reliable methods of 
projecting future requirements. The Brief of North Carolina Natural accurately 
summarizes the subsidiary and supporting facts established by uncontroverted 
evidence. It is found that substantial savings through lower rates will inure 
to the benefit of gas consumers as a result of the conversion to natural gas from 
manufactured gas in the eight towns now having existing distributions systems. 
It is found that the proposed construction and operation of municipally owned 
distribution systems by Monroe and Selma, respectively, are engineeringly, eco- 
nomically and financially feasible and the proposed service to these towns by 
North Carolina Natural is in the public interest. The estimates of third year 
requirements are as follows: 


M.c. f. per day 
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It is found that such estimates are conservative and creditable and were 
prepared by the use of reliable methods and that the brief of North Carolina 
Natural accurately summarizes the subsidiary and supporting facts established 
by uncontroverted evidence. The third year peak day requirements in M. c. f. 
per day of the remaining 19 towns and cities are as follows: 


* 


seszaeuengs 


It is found that the estimates establishing such requirements are conservative 
and reliable and were prepared by the use of reliable methods, and based on 
surveys made by Mr. Barry of Porter, Barry & Associates and corroborated by 
market surveys made by Mr. R. A. Rawson, consulting engineer, and that the 
brief of North Carolina Natural accurately summarizes the subsidiary and sup- 
porting facts established by uncontroverted evidence.” 

(x) The public convenience and necessity of the communities of North and 
South Carolina, hereinbefore found and concluded, requires that the certificate 
of public convenience and necessity issued herein to Transco authorize the sale 
and delivery, as soon as transmission facilities are available therefor and as 
soon as facilities to receive and distribute such gas are ready to take deliveries, 
of the following volumes of gas to the following customers for the benefit of 
the communities indicated below : 


Firm service 
Customer of Transco peak-day de- 


mand » c.f. 


(1,060 B. t. u.) 


1 
1 


do. 
Municipality 
Franchised areas of Due West, Iva, Starr, and 
Abbeville, 8. C. 


1 To which is added the transferred allocation heretofore made for Natural Gas Company of Western 
Carolina of 2,015, Making a total of 2,519. 


%The surveys made, the estimates prepared, and the evidence introduced (including 
evidence adduced by penetrating and exhaustive cross-examination) by the engineering 
witnesses presented by Carolina Pipeline and North Carolina Natural, who are qualified 
in their own right or represent consulting engineering firms of well-known ability, experi- 
ence and reputation, are of the type which have been used and accepted in almost all of 
the certificate cases previously before the Commission. The methods, although not ab- 
solutely uniform, follow accepted and well-tested patterns. ‘Their validity and reasonable 
accuracy has been established beyond doubt. Hence, no more detailed factual findings 
are deemed necessary as to each of the communities involved. 
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Customer of Transco 


Piedmont Gas-__..-.. 
Piedmont Natural... 


Public Service—N. C.........-..---- 


Danville, Va 


Laurens, 8. 
Fort Hill Natural Gas Authority. 


Elberton, Ga-_.. 
Mid-Ga 


Rockford, Ala. 
Butler, Ala_- 
Owings- Corning... 
Greer, 8. C.._. 


Social Circle... ._..-- 
Madison__-- 
Greensboro... - - 
Union Point.._.. 


Subtotal 





For benefit of 


Franchised areas, including 10 communities listed 


in finding 5 (j) above. 
eee area, excluding 634 M. c. f. for Chester, 
Franchised areas 


.-| Municipality- 
Southwest Virginia Gas Company...| 


Martinsville, Va. 


---| Municipality 
..| Added areas of Wahalla, W est Union, Westminster, 


and Pickens, 8. C 


Munistpelity.. 
| Franchised areas, including Colbert, and David- 


son, Ga. 


nol jaca 








1 
2 


1,608 M. c. f. effective in winter of 1956-57, 3,392 effective on November 1, 1957. 
All volumes listed in the Finding through Union Point represent 1,060 B. t. u. natural gas. 





Customer of Transco 


Carolina Pipeline: (Total 23,612) ._ 


North Carolina Natural: (Total 
39,780). 


1 This allocation is contingent upon Chester a, 4 
tribution of natural gas in Chester, in which event 1,924 M 


506455—59——_25 





For benefit of 


York Authority 

Chester Authority 
Piedmont Natural 
Lancaster Authority... _- 


Consolidated Utilities for "Florence, “Darlington, 


Sumter and Hartsville, 8. C. 
Franchised areas of: 
Bishopville 


OEE ARIAT lta ‘ 
Dillon, 8. C_._-. 
eee area of Marion, 8. C.- 
enn of: 


Tidewater Gas for: 
Fayetteville. “a 


Wilmington 





+ 


SEERS 


se 


ges Sees 


~ 
— = 


Pr Pre 
SESS 





PL ee Piedmont Natural in the dis- 
comes allocated to Chester Authority of 
which 650 M. c. f. is not additional, because that amount which was allocated above to Piedmont Natural 
will then be transferred to Chester Authority, making the total allocation to Chester Authority at that time 
1,924 M. c. f. (1,83324-592=—1,274+-650). 

2 These volumes for Carolina Pipeline are stated in 1,000 B. t. u. gas totalling an amount in M. c. f. which is 
equivalent to 23,612 M. c. f. of 1,060 B. t. u. gas. 
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Firm service 
Customer of Transco For benefit of peak-day de- 
| mand M. ¢. f. 
| (1,060 B. t. w.) 
Municipalities of: | 
En chnitinthenigiansnamniopncbuielbiptisneiieaienioion | 1, 382 
P+ candaniakbnivestasatensdpensbath | 3, 673 
Wilson 2 aaa 2, 815 
Monroe | 2, 514 
ER cbtnenaninha emai | 527 
I ahs ccs is cock eee Hee pti eto eee 21, 854 
Franchised areas of the 19 towns listed in Finding | 20, 313 
5 (w) above. 
A NS ce ad a | 1 42, 167 





1 All volumes listed under North Carolina Natural are 1,000 B. t. u. gas totalling 42,167 M. c. f., which 
volume is equivalent to 39,780 M. c. f. of 1,060 B. t. u. gas. 


The foregoing allocations (in 1,060 B. t. u. gas) total 124,644 M. c. f. of firm 
service out of new firm service proposed herein by Transco of 125,977 M. c. f. 
per day. The new facilities proposed are designed to increase delivery capacity 
by 124,481 M. c. f. per day to a total system capacity of 832,944 M. c. f. per day 
at 14.73 p. s. i. a. The foregoing finding and conclusion that the allocation 
of 39,780 M. c. f. of natural gas per day to North Carolina Natural and of 
23,612 M. c. f. per day to Carolina Pipeline for the communities of the Tide- 
water Area of North and South Carolina in lieu of an allocation for such 
purpose to Trans-Carolina is based upon findings resolving the issue of allocat- 
ing gas to the party or parties able to render the best service to the public. 
The following subsidiary findings and conclusions are required to be made by 
the preponderance of the evidence of record: 

(1) The service proposed respectively by Carolina Pipeline for the South 
Carolina communities and by North Carolina Natural for the North Carolina 
communities are found to be required by the public convenience and necessity 
and are found to be feasible in every way by every applicable standard and 
test. In addition, as strongly supported by the Commission staff's brief, such 
service is superior in area of coverage and cost of service to the similar service 
proposed by Trans-Carolina. 

(2) It is found to be in the public interest, as strongly urged by the South 
Carolina Public Service Commission and by the North Carolina Utilities Com- 
mission, to allocate gas to the companies which will engage only in intrastate 
natural gas distribution as envisioned by subsection (c) of section 1 of the 
Natural Gas Act (68 Stat. 36-1954), sometimes referred to as the Hinshaw Act, 
when as here said intrastate companies have been shown to be able and willing 
to perform the proposed natural gas service required by the public convenience 
and necessity to be rendered to these areas of North and South Carolina. 

(3) It is found and concluded that Trans-Carolina has failed to sustain its 
burden of proof that the project proposed by it would be economically, engineer- 
ingly, and financially feasible. It is further found that the deficiencies in 
evidence introduced by Trans-Carolina prevents the determination on this 
record of exactly what the proposed project is, exactly what it is estimated to 
cost and, hence, what the evidence regarding financability, cost of service, 
and rates required to be charged really shows, and what retail distribution of 
gas by Trans-Carolina to ultimate consumers in what exact distribution areas 
is proposed. The market survey evidence has the fatal weakness of being 
predominantly a desk survey of statistical engineering data rather than an 
on-location collection and evaluation of market data. The creditability of 
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the chief engineering witness was destroyed for this record by the character 
of the engineering testimony and exhibits, and by the impeachment of its 
reliability by rebuttal evidence and cross-examination. The record supports 
a finding, as the staff’s brief states, “that economically feasible transmission 
systems can be constructed and operated to transport natural gas from Transco’s 
system to the town border of each community proposed to be served”; but, 
it is found that the reliable evidence of such inclusive fact is that produced 
by Carolina Pipeline and North Carolina Natural; and that without such 
evidence such fact cannot be found from this record; the evidence introduced 
by Trans-Carolina does not establish such a fact. A similar broad finding 
can be made that distribution of natural gas to the ultimate consumers of 
each community proposed to be served is economically, engineeringly, and 
financially feasible; but it is found that the reliable evidence compelling such 
conclusion of fact is that produced by the two intrastate companies; and that 
without such evidence introduced by Carolina Pipeline and North Carolina 
Natural such fact cannot be found from this record; the evidence introduced 
by Trans-Carolina does not permit the determination by any means available 
in the record of even the proposed distribution area of any community in 
which it proposes retail distribution service.” 

(4) The application of Trans-Carolina in docket No. G—10,005 for a certificate 
of public convenience and necessity to transmit and sell natural gas in interstate 
commerce cannot be granted because of lack of any gas supply and will be 
denied herein. 

(5) Transco has natural gas reserves committed to it reasonably adequate 
for the service proposed and the facilities as proposed and designed are ade- 
quate to render the service for which authorization is sought. 

(6) Transco is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(7) The construction and operation of the facilities proposed by Transco are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Transcontinental Gas Pipe Line Corporation authorizing the 
construction and operation of the facilities hereinbefore described and as more 
fully described in the application in docket No. G—10,000, and authorizing and 
requiring Transco to make the sales of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as listed in the findings herein- 
before made in the total volume of 124,644 M. c. f. per day. 

(B) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (1), (2), (8), (4), and (e) 
of section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate issued to Transcontinental Gas 


17It is not deemed necessary or appropriate in this decision to specify and argue the 
very numerous specific instances of deficiency, inconsistency, confusion and indefiniteness 
contained in the evidence introduced by Trans-Carolina. Even if only a part of such in- 
stances, which the various briefs analyze, were found wanting on such a detailed study 
the findings hereinabove made are supported and required by this record. Much of the 
evidence in question was admittedly the assertion, on the basis of 30-years experience. of 
statistical engineering data and ratios, for the truth or correctness of which there is not 
one word of evidentiary support except the assertion of the witness. 
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Pipe Line Corporation in docket No. G—10,000 and to the exercise of the rights 
granted thereunder, and that the date upon which the construction of all of 
the facilities authorized by this order shall be completed and put in operation 
is hereby fixed to be within 12 months from the date on which this order issues. 

(C) The Application of Trans-Carolina Pipeline Corporation in docket No. 
G-10,005 is hereby denied. 

EMERY J. WOODALL. 

Presiding Examiner. 
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Syllabus 





. Applicants need not show firm commitments from each and every proposed 
customer to be an accomplished fact, but only that there exist in the terri- 
tory proposed to be served customers who can reasonably be expected to 
use such natural gas service. P. 363. 

2. Commission considers in support of the feasibility of the proposed projects 
applicants’ estimates of industrial sales based upon contracts containing 
provisions for cancellation depending upon the price of competing fuels, 
because here unlike the Houston case there is no peak capacity involved in 
making industrial sales and the proposed rates, though fully compensa- 
tory, are substantially below the cost of the fuel expected to be replaced. 
P. 364. 

3. A finding that service is “indispensably requisite” is not encompassed within 
the terms of “public convenience and necessity.” P. 364. 

4. Although competing economic interests are not disregarded in the Commis- 
sion’s determination, a mere showing of economic injury to a competing 
interest is not sufficient to foreclose the issuance of a certificate under 
section 7 of the Natural Gas Act. P. 364. 

5. Commission issues a certificate of public convenience and necessity under sec- 

tion 7 of the Natural Gas Act authorizing Transco to construct and operate 

facilities and to make sales of natural gas in interstate commerce. P. 367. 


James B. Henderson, William N. Bonner, Jr., Richard J. Connor, Christopher 
T. Boland, John T. Miller, Walter HE. Gallagher, and Thomas Brosman for Trans- 
continental Gas Pipe Line Corp. 

John W. Scott, Robert W. Perdue, J. Melwille Broughton, Jr., and Reuben M. 
Word for Trans-Carolina Pipeline Corp. 

John Cosmic for staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 











OPINION 





These consolidated proceedings arise under sections 7 and 15 of the Natural 
Gas Act on applications for certificates of public convenience and necessity filed 


1 Designated Commission opinion No. 802. Rehearing denied by order issued April 18, 
1957. 
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by Transcontinental Gas Pipe Line Corporation (Transcontinental) in docket 
No. G—10,000 and by Trans-Carolina Pipeline Corporation (Trans-Carolina) in 
docket No. G-10,005. Transcontinental proposes to construct and operate new 
facilities at a cost of approximately $50,858,000, as an integral part of its inter- 
state transmission pipeline system extending from Louisiana to New York. 
It proposes peak-day deliveries of approximately 125,977 M. c. f. of natural gas 
in addition to the 706,967 M. c. f. of peak capacity heretofore authorized.* As 
shown in Appendix A hereto, Transcontinental’s proposal includes peak-day 
deliveries of 52,051 M. c. f. of natural gas to existing customers and 73,926 M. c. f. 
of natural gas to new customers. As a major portion of these sales to new cus- 
tomers Transcontinental proposes an allocation of 60,000 M. c. f. per day for 
service to the Tidewater area in North Carolina and South Carolina. On July 
11, 1956, and October 19, 1956, the Commission granted temporary authorization 
to Transcontinental to construct and operate certain of the facilities for which 
certificate authorization is requested. The temporary authorizations also in- 
cluded authority to render additional service to existing customers and one new 
customer and to construct and operate necessary metering facilities. 

Trans-Carolina requests certificate authorization to construct and operate a 
proposed transmission system serving the Tidewater area in North Carolina and 
South Carolina. The estimated total cost of its project would be $21,000,000." 
It proposes to take a maximum of 65,360 M. c. f. per day from Transcontinental 
at an interconnection near Blacksburg, 8. C. 

Competing with Trans-Carolina for service to the Tidewater area are two 
intrastate companies, North Carolina Natural Gas Corporation (North Carolina 
Natural), proposing to serve in North Carolina, and Carolina Pipeline Company 
(Carolina Pipeline), proposing to serve in South Carolina. Each of these two 
companies would operate entirely within one State and all the natural gas 
received from Transcontinental by each would be ultimately consumed within 
the State of receipt. North Carolina Natural and Carolina Pipeline intervened 
in docket No. G—10,000, seeking allocations of gas, 39,780 M. c. f. and 23,612 M. c. f., 
respectively. 

The initial decision of the presiding examiner, issued December 21, 1956, would 
authorize the construction and operation of the new facilities as proposed by 
Transcontinental and, with some modification, would authorize its proposed sales 
of gas. With respect to the allocation to the Tidewater area, the initial decision 
would authorize the sale to North Carolina Natural and Carolina Pipeline. Al- 
location of the two intrastate customers would effectively foreclose certificate 
authorization to Trans-Carolina in docket No. G-10,005. Regardless of the rela- 
tive merits of the competitive proposals to serve the Tidewater area, the presid- 
ing examiner found that Trans-Carolina had failed to sustain its burden of 
proof that its proposed project would be feasible. 

The proceedings are now before us for decision upon exceptions filed by Trans- 
Carolina, the Atlantic Coast Line Railroad Company (Atlantic Coast Line), 
National Coal Association, et al. (National Coal Association)‘ and Chester 
County Natural Gas Authority (Chester County Authority). Requests for oral 
argument were also filed by Trans-Carolina and Atlantic Coast Line. 


* Throughout this order references to volumes of gas are made in terms of 1,060 Btu 
per cubic foot. 

* This estimate does not include the costs associated with construction of distribution 
systems in approximately 19 towns in North Carolina. 

*Other interveners joining with National Coal Association in filing exceptions to the 
initial decision are Fuels Research Council. Inc., Anthracite Institute, United Mine Workers 
of America, and The Chesapeake and Ohio Railway Company. 
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Upon review of the entire record in these consolidated proceedings we con- 
clude that the initial decision of the presiding examiner should be modified and, 
as modified, be adopted as the decision of the Commission. As hereinafter set 
forth, we modify the initial decision with respect to the service to Piedmont 
Natural Gas Company and Chester County Authority through Carolina Pipeline. 
No question is raised as to gas supply, engineering or economic feasibility, or 
ability to finance Transcontinental’s proposal. Neither is there any question 
concerning the allocations of gas except with respect to service in the Tidewater 
area, including the service to Chester County Authority. We find that the evi- 
dence supports the presiding examiner’s findings and conclusions applicable to 
the noncontroversial aspects of the proceedings. 

In its exceptions, Trans-Carolina argues that the evidence does not support 
estimates of Transcontinental’s market requirements as presented by Carolina 
Pipeline and by North Carolina Natural. Instead, Trans-Carolina contends that 
the evidence supports an allocation of gas to it. In addition, it claims that the 
initial decision contains insufficient findings in view of the comparative nature 
of service through its proposed project or service through the proposed projects 
of Carolina Pipeline and North Carolina Natural. We find that the substantial 
evidence amply supports the findings of the presiding examiner. 

The evidence placed in the record in docket No. G—10,005 to support Trans- 
Carolina’s certificate application fails in its purpose. The evidence is not of the 
substantial or reliable character necessary to support the issuance of a certificate 
or an allocation of gas from Transcontinental. We agree with the finding of 
the presiding examiner that “the deficiencies in evidence introduced by Trans- 
Carolina prevent the determination on this record of exactly what the proposed 
project is, [and] exactly what it is estimated to cost * * *” Evidence presented 
by Trans-Carolina contains several material defects rendering its estimates quite 
unreliable. A few examples will illustrate some of the deficiencies. The system 
flow diagram fails to show accurately what pressures will be necessary or will 
occur in fact throughout the system.® Neither is it possible to discern with the 
requisite degree of accuracy how the towns now without distribution systems 
would be served by Trans-Carolina, for the evidence omits a showing of proposed 
distribution systems in these towns and no individual feasibility studies were 
made. In like manner, many sales laterals are not included in Trans-Carolina’s 
showing and it is not possible to determine precisely how much each of the 
various river crossings would cost. These omissions cast serious doubt on the 
reliability of Trans-Carolina’s cost estimates and the engineering feasibility of its 
project. In numerous other respects also, Trans-Carolina’s evidence is subject 
to further question. For example, estimates of fuel costs, boiler efficiencies and 
connection of industrial loads are of doubtful reliability. 

Defects such as these infect the validity of Trans-Carolina’s whole proposal 
and on this basis we find that its project has not been shown to be feasible 
either from an economic or engineering standpoint. We cannot find, therefore, 
that Trans-Carolina is able and willing to do the acts and perform the service 
proposed, a finding prerequisite to the issuance of a certificate of public conven- 
ience and necessity. Additionally, a comparison with the service proposed by 
Carolina Pipeline and North Carolina Natural reveals further basis for denial 
of Trans-Carolina’s application. Even assuming the defects could be cured, 





5 Trans-Carolina’s flow diagram, Exhibit No. 142, indicates that without further com- 
pression peak service to several areas proposed to be served would be impossible. For 
instance, no gas would flow into Goldsboro, North Carolina, although gas would be required 
to flow beyond that point in two directions and pressure at the Wilmington, North Carolina, 
terminal would actually be 26.5 percent less than shown. 
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Trans-Carolina does not propose to serve several towns in South Carolina which 
would receive natural gas if an allocation is given to Carolina Pipeline. We find 
that consideration on this comparative basis, as well as a determination on the 
individual merits of Trans-Carolina’s proposal, impels denial of the certificate 
requested in docket No. G—10,005. Further, we consider it significant that the 
State commissions in both North Carolina and South Carolina have intervened 
in these proceedings supporting the allocations to North Carolina Natural and 
Carolina Pipeline. 

In their exceptiors, Atlantic Coast Line and National Coal Association contend 
that the record does not demonstrate that natural-gas service to the Tidewater 
area has been shown to be required by the public convenience and necessity, con- 
tending that reliance placed upon unproven industrial sales by Carolina Pipeline 
and North Carolina Natural is a basic defect. These interveners argue that there 
is little possibility of the connection of these estimated industrial loads and that 
without them the two intra-state projects would not be feasible. In this regard, 
however, we do not hold the pessimistic view taken by the opposing interveners 
and we recognize that under these circumstances a requirement of firm contrac- 
tual commitments from all industrial customers would be highly unrealistic. In 
our opinion there is a reasonable probability of attachment of loads in the man- 
ner indicated by the evidence presented by Carolina Pipeline and North Carolina 
Natural. In this regard, our holding In the Matters of Kansas Pipe Line & Gas 
Company, et al., docket No. G-106, decided October 24, 1939, 2 F. P. C. 29, 45, is 
particularly apt. We there stated: 


We believe that applicants who contend that public convenience and neces- 
sity require or will require the construction and operation of facilities for the 
transportation and sale of natural gas should show, among other things, that 
there exist in the territory proposed to be served customers who can reason- 
ably be expected to use such natural-gas service. 

In the instant proceedings neither applicant has submitted to us any firm 
contract providing for the sale of natural gas by it. We do not think that 
this fact forecloses our consideration of the subject of whether there are 
proposed customers who may reasonably be expected to be served by the ap- 
plicants. * * * We see no reason to require applicants before us to submit 
firm commitments for the sale of natural gas in all cases; it is, we feel, 
enough if applicants show that, on the basis of experience in similar terri- 
tory, there are reasonable grounds for anticipating that customers will be 
attached to the proposed facilities. This approach, we feel, has regard for 
the practical experience of the natural-gas industry and does not jeopardize 
the public interest. 


Also, contrary to the contentions of Atlantic Coast Line, we do not find that 
the proposed rates are so designed as to require domestic and commercial cus- 
tomers to subsidize industrial customers. The rates of Carolina Pipeline and 
North Carolina Natural are apparently based upon the allocation procedures cus- 
tomarily used by this Commission. 

Atlantic Coast Line and National Coal Association also urge that estimates of 
industrial sales based upon contracts containing provisions for cancellation 
depending upon the price of competing fuels should not be considered in support 
of the feasibility of the proposed projects.* In support of their position they 


*Both Carolina Pipeline and North Carolina Natural submitted in evidence contracts 
for the sale of gas to industrial customers which contained cancellation clauses based upon 
the cost of competing fuels. These provisions contain slight variations, some providing 
the right to cancel if the price of gas becomes 95 percent, or more, of the cost of any 
competitive fuel, others providing the right to cancel if the price of gas becomes more 
than the equivalent cost of competitive fuel. 
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cite to our opinion No. 301, In the Matters of Houston Texas Gap and Oil Cor- 
poration, et al., docket Nos. G—9262, et al., issued December 31, 1956, 16 FPC 118 
which required the elimination of certain cancellation provisions in industrial 
sales contracts as a condition to the issuance of a certificate. But substantial 
differences in facts set that case apart from the proceedings before us here. In 
the Houston Texas Gas and Oil Corporation case, supra, we were concerned with 
the fact that approximately 60 percent of Houston Texas Gas and Oil Corpora- 
tion’s firm capacity was jeopardized by cancellation provisions in contracts with 
two Florida utilities in view of evidence which showed that the proposed trans- 
portation rate was substantially below the cost of rendering such service. No 
parallel can be drawn to these proceedings where no peak capacity is involved in 
making industrial sales and the proposed rates, though fully compensatory, are 
substantially below the cost of the fuel expected to be replaced. Additionally, 
the record shows that estimates of interruptible industrial loads are based upon a 
sufficiently diversified market so that cancellation provisions do not imperil the 
feasibility of the proposals. 

We conclude that the public convenience and necessity require the proposed 
service to the Tidewater area by North Carolina Natural and Carolina Pipeline. 
As we have held on previous occasions, this does not mean that natural-gas 
service is indispensably requisite. A finding that service is “indispensably 
requisite” is not encompassed within the terms of “public convenience and neces- 
sity.” It does mean that there must be a showing of an adequate gas supply, 
economic and engineering feasibility, ability to finance the project, and a market 
for the gas. All of these criteria have been met in docket No. G—10,000. Of 
course, we give consideration to the feasibility of the proposed intrastate 
projects for the purpose of determining marketability of the volumes allocated 
for the Tidewater area from Transcontinental’s proposed additional capacity. 
As such, our determination of the feasibility of the intrastate projects is sub- 
sidiary to a finding that Transcontiental’s proposal is required by the public 
convenience and necessity. Our determination on the basis of these five criteria 
also serves in direct contrast with our determination with respect to the cer- 
tificate application of Trans-Carolina where an inadequate showing of enginer- 
ing and economic feasibility lead us to deny the application. 

Further, consideration of a possible economic loss to competing interests such 
as are represented by Atlantic Coast Line and United Mine Workers does not 
alter our conclusion. It should be obvious that a mere showing of economic 
injury to a competing interest is not sufficient to foreclose the issuance of a 
certificate. If such a standard had been applied since enactment of the Natural 
xas Act, the natural-gas industry, as an inter-state supplier of one of the 
Nation’s most important fuels, would have been completely stultified. This 
should not be construed to mean, however, that competing economic interests 
are disregarded in our determination. In these proceedings the Atlantic Coast 
Line and National Coal Association have failed to make any positive showing 
of injury resulting from authorization of natural-gas service.” 

Chester County Authority excepts to the decision of the presiding examiner 
which would delay allocation of gas to it for service in Chester and Great Falls, 
S. C., until it has furnished satisfactory evidence that it has acquired all right, 
title and interest in the property of Piedmont Natural Gas Company in Chester. 
Chester County Authority points out that in an apparently analogous instance 
the presiding examiner would authorize an allocation for York County Natural 


7 However, we do not adopt the presiding examiner’s finding (copied from the reply brief 
of Transcontinental) that it is “Small wonder the citizens of the Carolinas must fight ACL 
[Atlantic Coast Line] if they want to raise their standard of living.” Such a statement 
is unnecessary, forms no basis for our conclusion and should be stricken from the decision. 
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Gas Authority for service, including the town of Rock Hill, 8. C., although the 
York County Authority has not acquired the distribution properties of the local 
distribution company in that town. The evidence shows that Chester County 
Authority has authority under its statute of incorporation to furnish natural- 
gas service throughout Chester County, including Chester and Great Falls. 
This authority includes the power to acquire existing distribution systems by 
negotiated purchase or by eminent domain. No reason appears to delay the 
peak-day allocation of 1,815 M. c. f. to Chester County Authority which, in ad- 
dition to serving a larger area in Chester than proposed by Piedmont Natural, 
will also serve Great Falls. We find it appropriate in the public interest to 
allocate the full 1,815 M. ec. f. to the Chester County Authority at this time.*® 

The decision in this case is bottomed on the facts of record. These facts 
cannot be altered by oral argument. All parties have had several opportunities 
to present their views in briefs, all of which have been considered. We find 
that further presentation of views through oral argument would serve no useful 
purpose. 


The Commission further finds: 


(1) Transcontinental, a Delaware corporation with its principal place of busi- 
ness at Houston, Tex., is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of April 
28, 1950, In the Matter of Transcontinental Gas Pipe Line Corporation, docket 
No. G-1277, 9 F. P. C. 32. 

(2) The facilities proposed to be constructed and operated by Transcontinental 
in docket No. G—10,000 will constitute an integral part of Transcontinental’s 
interstate transmission system, and the sales proposed to be made in docket 
No. G—10,000, as hereinafter listed, are sales in interstate commerce for resale. 
The aforementioned facilities are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(3) Transcontinental has natural-gas reserves committed to it reasonably ade- 
quate for the service proposed and the facilities as proposed and designed are 
adequate to render the service for which authorization is sought. 

(4) Transcontinental is able and willing properly to do the acts and to per- 
form the services proposed and to conform to the provisions of the Natural 
Gas Act and the requirements, rules and regulations of the Commission there- 
under. 

(5) The construction and operation of the facilities proposed by Transcon- 
tinental are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) North Carolina Natural, proposing to transport, distribute and sell natural 
gas solely within the State of North Carolina, has adequately demonstrated that 
the public convenience and necessity require natural-gas service in its proposed 
service area and that an allocation of 39,780 M c. f. of natural gas per day 
should be made from Transcontinental’s additional capacity authorized herein 
to enable North Carolina Natural to render the service proposed. 

(7) Carolina Pipeline, proposing to transport, distribute and sell natural gas 
solely within the State of South Carolina, has adequately demonstrated that the 
public convenience and necessity require natural-gas service in its proposed 
service area and that an allocation of 23,612 M c. f. of natural gas per day 
should be made from Transcontinental’s capacity authorized herein, to enable 
Carolina Pipeline to render the service proposed. 


* Since the gas either for Chester County Authority or for Piedmont Natural for service 
in Chester would be supplied by Carolina Pipeline through its allocation from Transconti- 


nental, our determination in this matter does not alter the allocation of peak-day volumes 
from Transcontinental. 
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(8) The evidence of record fails to demonstrate that Trans-Carolina’s pro- 
posal to construct and operate a natural-gas transmission and distribution 
system in the States of North Carolina and South Carolina is required by the 
present or future public convenience and necessity. 

(9) It is necessary and appropriate in the public interest that Transcontinen- 
tal’s certificate of public convenience and necessity should be conditioned to 
require it to sell and deliver the quantities of natural gas on a firm basis, as 
follows: 

Allocation of Firm Gas 
Existing Customers: Peak day—M. c. f. 


The Brooklyn Union Gas Company__-------------. 10, 000 
Long Island Lighting Company__-_--___-------.__- 5, 000 
Public Service Electric and Gas Company__-------_- 10, 000 
Elizabethtown Consolidated Gas Company_._-----~ 4, 000 
South Jersey Gas Company--................... le 4, 500 
United Gas Improvement Company_--------------- 2, 000 
fe 170 
Piedmont Natural Gas Company-_-----------_-.... 5, 000 
Public Service Company of North Carolina__...___ 3, 000 
REINS Wilkie ted Bi Sin dedietbee 800 
Southwestern Virginia Gas Company__------------ 163 
Natural Gas Company of Western Carolina_____ * (2, 015) 
RN, Bir iikctitcttccintininnmtaimbaenbate 1, 250 
Fort Hill Natural Gas Authority.__.......--__--_. 1,189 
Owens-Corning Fiberglas Company_._---.--------- 1, 000 
ON his Sie catch Lincir smc shite tinal 50 
TN ati scant ntstmetshl iene lincadideelet 279 
Mid-Georgia Natural Gas Company-——_-----------__ 612 
CODE, Di ecciccctncisith attic digininitbindnnanstiasiels 31 
Butler, Ala 22 





icicle th ancbbhes Stain tanidianenin 47, 051 
New Customers: 


Abbeville Natural Gas Company__----------------- *2, 519 
CRUEIRVEIED, "U.S kc cece nk stk cttw ceases 531 
eS Te SI iv itiicidn enon 5, 500 
CaPOGE: TE CC ee etcdisdaiia 38, 665 
Pe? i aii tal ah ia issn 679 
CI Re eh he ee hel 571 
RIT SR a ee da ada 319 
ree ae Wi lee ee ee aabines 417 
North Carolina Natural Gas Corporation___---__--_- 39, 780 


Carolina Pipeline Company__-_--------------.-~-- * 23, 612 











I bo ieee 
Unallocated capacity 









Total system additional 


1 Reduction—transferred to Abbeville Natural Gas Company. 
2 Consists of 2,015 M. c. f. transferred from Natural Gas Company of Western 
Carolina plus 504 M. c. f. new allocation. 


* Includes an allocation of 1,815 M. c. f. for Chester County Authority. 


(10) Subject to the modifications set forth herein, the initial decision of 
the presiding examiner issued in these consolidated proceedings on December 
21, 1956, should be adopted as the decision of the Commission. 
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The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Transcontinental to construct and operate the facilities hereinbefore de- 
scribed, and to make the sales referred to in paragraph (9) above, subject to 
the jurisdiction of the Commission, all as more fully described in the applica- 
tion, upon the terms and conditions of this order. 

(B) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (2), (8), (4) and (e) of 
section 157.20 of the Commission’s regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate issued to Transcontinental in docket 
No. G—10,000 and to the exercise of the rights granted thereunder, and that the 
date upon which the construction of all of the facilities authorized by this order 
shall be completed and put in operation is hereby fixed to be within 12 months 
from the date on which this order issues. 

(C) The application of Trans-Carolina in docket No. G—10,005 is hereby denied. 

(D) Subject to the modifications set forth herein, the initial decision of the 
presiding examiner issued in these consolidated proceedings on December 21, 
1956, is hereby adopted. 

(E) The requests for oral argument made by Trans-Carolina and Atlantic 
Coast Line are hereby denied. 


APPENDIx A 
Allocations of firm gas 








Transconti- 
Customer nental’s Rro- | Authorized 
posed allo- Allocation 
cation 


(1) (3) 


Existing: 
Brooklyn Union Gas Company 
Long Island Lighting Company. .-.-.-......................--.... 
Public Service Electric and Gas Co 
Elizabethtown Consolidated Gas Co 
South Jersey Gas Company. 
United Gas Improvement Company 
Frederick Gas Company - --.- 
Piedmont Natural Gas Company 
Public Service Co. of North Carolina 
Danville, Va awn 
Southwestern Virginia Gas Company ei 163 
Natural Gas Co. of Western Carolina ibe 2 (2, 015) 
Laurens, South Carolina. ---_--- 
Fort Hill Natural Gas Authority 
Owens-Corning Fiberglas Company 
Elberton, Ga 


nd oe 
YA NEAS2S 


2 
z 


- 


s3ssss 
egeeee 


83 
won 
38883 


= 
a) 
> an 
Re 
s 


a 
Ss 


SEPT UII nc: tuik-enies Gapetvatainlele cadensenteinskih badtllahenameasmimea 
Butler, Ala..__. 


Subtotal 52, 051 


New: 
Abbeville Natural Gas Company 32, 519 
Simpsonville, 8. C j 531 
Piedmont Gas Company 5, 500 
Greer, 8. C 3, 665 
Madison, Ga 607 
Greensboro, Ga 
Social Circle, Ga 
Union Point, Ga 
Tidewater Area of North Carolina and South Carolina. 
North Carolina Natural Gas Corporation 
Carolina Pipeline Company 


Subtotal 
Unallocated capacity 


Total system additional 


1 South Jersey Gas Company seeks only 4,500 M. c. f. per day in this proceeding. 

2 Reduction—transferred to Abbeville Natural Gas Company. 

§ Consists of 2,015 M. c. f. transferred from Natural Gas Company of Western Carolina plus 504 M. c.f, 
new allocation. 

4 Includes an allocation of 1815 M. c. f. for Chester County Authority. 




















368 FEDERAL POWER COMMISSION 










Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MINNESOTA POWER & LIGHT COMPANY, DOCKET NO. E-6727 
ORDER AUTHORIZING ISSUANCE OF SECURITIES 


Issued March 1, 1957 





Minnesota Power & Light Company (applicant), incorporated under the 
laws of the State of Minnesota, with its principal place of business in Duluth, 
Minn., filed an application on February 1, 1957, as amended February 8, 1957, for 
an order pursuant to section 204 of the Federal Power Act authorizing the issu- 
ance of $12,000,000, principal amount, of first mortgage bonds, series due 1987, 
to be sold at competitive bidding; or in the alternative, the issuance of $8,000,000, 
principal amount of promissory notes, if, for any reason, the aforementioned 
bonds are not sold. 

Applicant proposes to issue the first mortgage bonds under its Mortgage and 
Deed Trust, dated as of September 1, 1945, to Irving Trust Company and Richard 
H. West, trustees, as supplemented, and as to be further supplemented, by a 
proposed third supplemental indenture to be dated March 1, 1957. 

On or about March 4, 1957, applicant proposes to invite sealed written bids 
for the purchase of the bonds through newspaper publication and by distribution 
of a form of bid together with a statement of terms and conditions relating 
thereto. Each bid must be for the purchase of the entire issuance of bonds and 
must specify, among other things, (1) the interest rate to be borne by the bonds, 
which rate shall be a multiple of % of 1 percent, (2) the price exclusive of 
accrued interest to be paid to applicant for the bonds, which price shall be not 
less than the principal amount of the bonds and not more than 102% percent 
of the principal amount, and (3) that applicant shall be paid the amount of the 
accrued interest on the bonds from March 1, 1957, to the date of payment there- 
for, and delivery thereof. 

Every bid whether from a single bidder or a group of bidders must be received 
by applicant on or before 11:30 a. m. (EST) on March 11, 1957, at Room 2033, 
No. Two Rector Street, New York 6, N. Y., unless otherwise specified by appli- 
cant. Unless applicant shall reject all bids which it reserves the privilege to do 
or shall exclude a bid or bids for reasons specified in the statement of terms 
and conditions, it will accept that bid which provides the lowest annual cost of 
money to it with respect to the proposed issuance of bonds. 

Each bid must be accompanied by a deposit comprised of certified or official 
bank check or checks in the aggregate amount of $600,000. 

If, for any reason, applicant does not complete the sale of the aforementioned 
bonds, on or before March 15, 1957, it seeks by the subject application, alternative 
authorization to issue a maximum of $8,000,000, principal amount of promissory 
notes, including as a part of that amount, the principal amount of any promissory 
notes which applicant may have issued as of that date pursuant to the provisions 
ef section 204 (e) of the Federal Power Act. 

The proposed notes would be issued from time to time prior to January 1, 
1958, in varying principal amounts, payable to the Mellon National Bank and 
Trust Company, Pittsburgh, Pa. They would be dated as of their respective 
dates of issue and mature not later than 1 year thereafter, subject to prepayment 
at any time on ten days notice without premium or penalty. They would bear 
interest at the prime commercial bank rate in effect at their respective dates of 
issue; presently, 4 percent per annum. 
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Applicant states that no underwriters’ or finders’ fee would be paid with respect 
to the proposed issuance of promissory notes. According to the application, the 
Mellon Bank would not acquire the notes for resale to the public. 

If the proposed issuance of promissory notes be consummated by applicant, it 
expects to discharge such notes with the proceeds of long-term financing to be 
effected prior to January 1, 1959. 

The proceeds to be obtained from the proposed issuance of first mortgage 
bonds or alternatively, from the proposed issuance of promissory notes, will 
be used by applicant to carry forward its current construction program. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota and to the Governor of Minnesota. Notice of 
application has also been given by publication in the Federal Register on Febru- 
ary 14, 1957 (22 FR 938-939) stating that any person desiring to be heard or 
make any protest with respect to the application should file a petition or protest 
on or before February 25, 1957, with the Federal Power Commission, Wash- 
ington 25, D. C. No protest or petition or request to be heard in opposition to 
the granting of the application has been received. 


The Commission finds: 


(1) Applicant is a public utility within the meaning of section 204 of the 
Federal Power Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered November 10, 1950, 
In the Matter of Minnesota Power & Light Company, docket No. E-6324. 

(2) Applicant is a licensee under Part I of the Federal Power Act and sub- 
ject as such to the jurisdiction of the Commission within the provisions of the 
act. 

(3) Applicant is a public service corporation, owns and operates licensed 
projects, and develops, transmits and distributes power for sale or use in public 
service in Minnesota. 

(4) Part of the power developed and transmitted by applicant enters into 
interstate commerce and is distributed in public service and consumed in 
Wisconsin. 

(5) Minnesota has not authorized and empowered a commission or other 
agency or agencies within said State to regulate and control the amount or 
character of securities to be issued by applicant. 

(6) The proposed issuance of bonds or alternatively, the proposed issuance 
of notes, all as described above, will constitute, in either case, an issuance of 
securities subject to regulation under part I of the Act and section 20.1 of the 
Commission’s regulations under the Federal Power Act. 

(7) The proposed issuance of bonds or alternatively, the proposed issuance 
of notes, all as described above, will constitute, in either case, an issuance of 
securities within the provisions of section 204 of the act. 

(8) The proposed issuance of notes described above will be in excess of 5 
percent of the par value of the other securities of applicant and therefore will 
not be exempt by virtue of section 204 (e) from the requirements of section 
204 (a). 

(9) The applicant is not organized and operating in a State under the laws 
of which the security issues here involved are regulated by a State Commission 
within the meaning of section 204 (f) of the act, and neither of the proposed 
issuances of securities, therefore, is exempt by virtue of that section from the 
requirements of section 204 of the act. 

(10) The proposed issuance of bonds or alternatively, the proposed issuance 
of notes, all as described above, as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of the applicant and compatible with the 
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public interest, which is appropriate for and consistent with the proper perform- 
ance by the applicant of service as a public utility and which will not impair 
its ability to perform that service and is reasonably appropriate for such 
purposes. 

(11) The public notice given the aforesaid application is reasonable. 


The Commission orders: 


(A) The proposed issuance of bonds and the proposed issuance of notes, upon 
the terms and conditions and for the purposes specified in the application, all 
as described above, be and the same are hereby authorized subject to the provi- 
sions of this order. 

(B) The proposed issuance and sale of bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as con- 
templated by section 34.9 of the rules; 

(ii) The Commission shall have approved the price to be received by Ap- 
plicant for the bonds and the interest rate thereof, by a further order. 

(C) The authorization herein contained to issue $8,000,000, principal amount, 
of notes shall terminate in the event that the Commission shall by further order, 
as referred to in paragraph (B) above, approve the price to be received by ap- 
plicant for the bonds and the interest rate thereof. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of costs, or any matter whatso- 
ever which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-2506 


ORDER GRANTING IN PART AND DENYING IN PART MOTION TO RECEIVE ADDITIONAL 
EVIDENCE AND DENYING MOTION FOR OMISSION OF INTERMEDIATE DECISION PROCEDURE 


Issued March 1, 1957 


There are before the Commission (a) a motion by Panhandle Eastern Pipe 
Line Company, filed herein on January 18, 1957, for an order directing the pre- 
siding examiner to receive in the record in this proceeding certain proffered 
testimony and exhibits relating to the cost and the commodity value of gas 
produced by it, and (b) a motion made orally at the hearing, which has now 
been closed, under section 1.30 (c) of our rules and reported to us by the pre- 
siding examiner, for omission of the intermediate decision procedure. At the 
hearing counsel for the city of Detroit and staff counsel objected to the admis- 
sion of the evidence and to waiver of the intermediate decision procedure. The 
city of Detroit filed an answer on January 28, 1957, to Panhandle’s motion to 
require admission of evidence. 
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The proposed evidence whose admission is sought is composed of three ex- 
hibits, Nos. 94, 95, and 96, with related testimony, and testimony intended to 
explain and supplement certain prior testimony, four matters in all. Exhibit 
94 is an announcement of the conclusions of the Texas Railroad Commission 
dated December 3, 1956, showing weighted average field prices in the Pan- 
handle field of Texas for the first 6 months of 1956. Exhibit 95 is a computa- 
tion, with respect to the company’s jurisdictional interstate business, of pur- 
ported cost of service on an Original cost basis compared with a cost of service 
utilizing field prices in lieu of cost for the company’s own production. Exhibit 
96 is a statement of Panhandle’s financial requirements for the production of 
gas at the wellhead for the 12 months ended October 31, 1954, giving effect to 
adjustments for Panhandle’s assumed program of exploration and development. 
The testimony which Panhandle desires to supplement consists of a statement 
by one of Panhandle’s witnesses that it had produced gas at a deficit and had 
given way approximately a trillion cubic feet of gas. The witness was later 
allowed to correct the figure to 975 billion, but was not allowed to go into the 
question as to why the gas was said to be given away. 

This proceeding arose when the Commission on July 29, 1954, suspended a rate 
increase filing by Panhandle. That order provided in part that “At the hear- 
ing Panhandle shall first present and complete its case-in-chief before cross- 
examination, is undertaken.” After the Commission, by order issued December 
13, 1954, had dismissed the rate proposal in part,’ Panhandle made a substitute 
filing on which further hearings were held. On November 5, 1956, after the con- 
clusion of all other issues the presiding examiner established a procedural order 
for further hearing stating among other things that he would “afford both Pan- 
handle and the staff an opportunity to present any relevant and material proof 
which either considers necessary as a result of the Supreme Court’s refusal to 
grant certiorari in the case” of City of Detroit v. F. P. C., 230 F. 2d 810 (CADC, 
1955) certiorari denied, 352 U. S. 829. Thereafter Panhandle orally in the hear- 
ing and then by written motion to the Commission, filed November 7, 1956, re- 
quested that the record be held open for the purpose of placing in evidence 
testimony and exhibits which it would propose to present in further hearings 
in docket No. G—1116, et al., if the record were reopened and further hearings 
were ordered therein by the Commission as a result of the decision of the Court 
of Appeals in City of Detroit v. F. P. C., supra. 

By order issued December 6, 1956, the Commission denied Panhandle’s motion 
and refused to order any procedure other than that prescribed by the presiding 
examiner, citing the need for an early conclusion of the proceeding. On the 
same day, Panhandle proceeded with its presentation of further direct evidence, 
following which its counsel, in response to a question from the presiding examiner, 
answered that Panhandle’s further presentation was complete, except for the 
physical tender of exhibit 94 discussed below. A recess was then granted to 
January 8, 1957, to permit the parties to prepare for cross-examination on this 
additional direct evidence and to prepare any proposed evidence in rebuttal 
thereof. When the hearing was reconvened, Panhandle proffered the exhibits 
and testimony referred to above, and they were rejected by the presiding ex- 
aminer, following which offers of proof were made. 

Taking up exhibit 94 first, when counsel for Panhandle on December 6, 1956, 
announced that the additional direct case of Panhandle had been completed, he 
stated his intention to introduce the most recent announcement of the Texas 


1The Commission’s action was affirmed on appeal in Panhandle Eastern Pipe Line Com- 
pany v. F. P. C., 236 F. 2d 606 (CA3, 1956). 
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Railroad Commission as to prices in the Panhandle Field of Texas, and this he 
did on January 8, 1957, when it was physically tendered and identified as ex- 
hibit 94. The presiding examiner, however, rejected the exhibit because the 
prices shown applied to the first 6 months of 1956, whereas the test year had 
ended October 31, 1954, and also because he didn’t think this type of evidence 
would be material under the City of Detroit case. However, we do not believe 
that the City of Detroit case precludes the consideration of field prices, such as 
those set forth by the Texas Commission in exhibit 94, in ratemaking, even though 
they must be considered in comparison with rates determined by the conventional 
rate-base method. Therefore this material should be received in this record, 
particularly as other similar determinations by the Texas Commission for prior 
periods have already been received as evidence. Of course, we are not determin- 
ing at this time, what weight, if any, should be given to exhibit No. 94 or similar 
exhibits in fixing Panhandle’s rates. We believe, further, that the fact that 
exhibit 94 relates to prices extant after the end of the test period does not justify 
rejecting it. 

Exhibit 95, the comparison of field price costs, with rate base costs, was intro- 
duced on January 10, 1957, after the staff on December 6, 1956, had requested 
supporting data with respect to the differential between the two bases of com- 
puting rates. In our opinion this exhibit is unnecessary and would serve no 
useful purpose for the reason that the basic data as to cost of service, and also 
the ultimate data showing the price differential between costs computed by the 
rate base method and costs computed using a fair field price, are in the record. 
The information contained in this exhibit, which is thus only a compilation of 
information already in the record, could be attached to briefs and argued in 
the case without permitting the exhibit to be filed. We will thus avoid any 
extension of the hearings for the purposes of cross-examination and presenta- 
tion of rebuttal evidence, which, it appears, would occur if this exhibit were 
admitted into evidence. 

Exhibit 96, Panhandle’s financial requirements for production of gas at the 
wellhead, was offered on January 10, 1957, together with an offer of testimony re- 
lating to it purportedly because of the issuance of our decision on Union Oil 
Company, 16 F. P. C. 100, opinion No. 300, docket No. G-4331, December 6, 1956. 
This proffered evidence was rejected by the presiding examiner because Pan- 
bandle had already closed its case-in-brief on December 6, 1956. Exhibit 96 and 
the proffered testimony is a comparatively detailed demonstration of how Pan- 
handle’s income available for capital requirements is affected by the alternative 
assumptions that Panhandle would have spent $3.5 million or $4.5 million on 
exploration and development including delay rentals, dry holes, abandoned 
leases and other exploration costs being charged off. The nature and validity of 
Panhandle’s figures and assumptions, in our opinion, will give rise to further 
issues, further cross-examination and rebuttal evidence. Panhandle was given 
opportunity to present its case on the basis of the City of Detroit case, supra, 
and has introduced evidence into the record to show that it should receive an 
allowance for its company-owned production in addition to that based on cost. 
The public interest does not compel us here to permit Panhandle to reopen its 
case-in-chief and further extend these proceedings. 

The same conclusion must be reached with respect to Panhandle’s offer of 
testimony on January 10, 1957, to explain what its witness meant by his state- 
ment that Panhandle gave away gas. The proffered testimony would show the 
return on Panhandle’s own produced gas as falling within a certain range based 
on the 1954 test year figures. It would appear that this testimony, if admitted, 
would likewise induce further cross-examination and the submission of rebuttal 
evidence and thus unduly extend these proceedings. 
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With respect to Panhandle’s motion for the omission of the intermediate 
decision procedure we feel that while the proceedings in this case have extended 
for a considerable time, the record is long and there are important and complex 
questions ¢o be decided with respect to which the preliminary sifting and weigh- 
ing of the evidence and study by the presiding examiner should be of great 
aid to us in reaching a correct decision, so that we must necessarily deny Pan- 
handle’s motion. 


The Commission finds: 


(1) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that exhibit 94 be admitted in evidence and that exhibits 95 and 96, with 
related testimony, and testimony proffered on January 10, 1957, with respect 
to the return to Panhandle on its own produced gas, be rejected. 

(2) Under the circumstances of this case, the Commission is unable to find 
that due and timely execution of its function imperatively and unavoidably 
requires the omission of the intermediate decision procedure. 


The Commission orders: 


(A) The motion filed January 18, 1957, by Panhandle for an order directing 
the presiding examiner to receive certain evidence is hereby denied in all re- 
spects, except insofar as it requests that exhibit 94 be received in evidence in 
which sole respect the motion is hereby granted, and exhibit 94 received in 
evidence. 

(B) The motion made by Panhandle to omit the intermediate decision pro- 
cedure is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


DELHI-TAYLOR OIL CORPORATION, MAYFAIR MINERALS, INC., 
DOCKET NO. G-—6504 


ORDER DENYING PETITION TO REOPEN PROCEEDINGS 
Issued March 1, 1957 


On January 11, 1957, Delhi-Taylor Oil Corporation and Mayfair Minerals, 
Inc. (Petitioners) filed a petition in this proceeding pursuant to section 1.33 of 
the Commission’s rules of practice and procedure (18 CFR 1.33) requesting that 
the Commission reopen the record for the purpose of giving petitioners further 
opportunity to introduce evidence of their revenue requirements. The petition 
to reopen is opposed by staff counsel. 

Petitioners assert that during hearings begun in September 1955, and con- 
cluded on March 9, 1956, they presented evidence which justifies the increased 
rates which are the subject of this proceeding. In support of their petition, 
petitioners do not allege that material changes of law or fact have taken place 
since they chose to rest their case and the hearing was concluded, nor do they 
now propose to present newly discovered evidence. Petitioners cite only to our 
opinion No. 300, In the Matters of Union Oil Company of California, et al., docket 
Nos, G-4331, et al., issued December 6, 1956. But the issuance of opinion No. 300 
and the accompanying order by which we dismissed increased rate proposals 
of Union Oil Company of California and other applicants for failure to sustain 
the burden of proof pursuant to section 4 (e) of the Natural Gas Act is no rea- 
son to reopen the record in this proceeding. 

The Petitioners’ rate increase proposals were filed on November 29, 1954. 
Since March 1, 1955, the increased rates have been in effect subject to refund. 


506455—59. 26 
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Seventeen days of hearings were held in this proceeding during which petitioners 
were given full opportunity to present evidence in support of their increased 
rates. Petitioners presented several witnesses and introduced 17 exhibits in 
the record. Ample opportunity was presented also for the introduction by 
petitioners of evidence as to their revenue requirement, but they chose not to 
take advantage of that opportunity. Further, we note that petitioners have 
strongly urged that the type of evidence they now seek to present is not necessary 
to a determination of the reasonableness of independent-producer rates. We 
do not understand that petitioners have receded from that position. 

In determining whether there should be a further delay attendant with 
reopening the record in this proceeding, our decision is based upon considerations 
of the broad public interest, including that of ultimate consumers whom the 
act is designed to protect. Section 4 (e) requires that we “give to the hearing 
and decision of [rate increase proceedings] preference over other questions 
pending before it and decide the same as speedily as possible.’ The public 
interest now requires that the issues presented be quickly resolved and that the 
proceeding be brought to an early conclusion. 





















The Commission finds: 


(1) Good cause has not been shown for reopening this proceeding for the 
purpose of introducing additional evidence. 

(2) It is necessary and appropriate in the public interest and in aid of 
orderly administration of the Natural Gas Act that the petition to reopen 
this proceeding filed by Delhi-Taylor Oil Corporation and Mayfair Minerals, 
Inc. on January 11, 1957, should be denied. 


The Commission orders: 





The petition to reopen this proceeding for the purpose of introducing additional 
evidence filed by Delhi-Taylor Oil Corporation and Mayfair Minerals, Inc. on 
January 11, 1957, is hereby denied. 

Commissioners Diegsy and STUECK dissenting. 

Diesy and STUECK, Commissioners, dissenting: 
, We dissent from the majority’s ruling in this matter for reasons set forth 
in our dissent to Opinion No. 300, Union Oil Company of California, et al., 


docket No. G-4331, et al.; and attach hereto a copy of that dissenting opinion 
which is adopted as our dissent on all relevant issues in this proceeding.* 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 












LEROY 8S. STEPHENS, DOCKET NO. ID-1296 


ORDER DENYING AUTHORIZATION PURSUANT TO SECTION 305 (b) OF THE FEDERAL 
POWER ACT 


Issued March 1, 1957* 


Leroy S. Stephens (applicant), Ridgeway Avenue, Aurora, Ill, filed an 
application on January 16, 1957, for authorization pursuant to section 305 (b) 
of the Federal Power Act, to hold the following positions: 






1 See supra, p. 196. 


*On rehearing application was dismissed for lack of jurisdiction by order issued April 1, 
1957. 















FEDERAL POWER COMMISSION 375 


President, Director: Stephens-Adamson Manufacturing Company. 

Director: Commonwealth Edison Company. 

The Commission, having considered said application upon the information 
therein contained, finds: 

(1) Commonwealth Edison Company (Edison), incorporated under the laws 
of the State of Illinois, with its principal place of business in Chicago, II1., is 
a public utility within the meaning of that term as used in the Federal Power 
Act, subject to the jurisdiction of the Commission, as heretofore described and 
set out in the Commission’s order issued October 31, 1956, In the Matter of Com- 
monwealth Edison Company, Wisconsin Electric Power Company, docket No. 
E-6681. 

(2) Stephens-Adamson Manufacturing Company is a manufacturer and sup- 
plier of conveying machinery, coal-handling equipment, and industrial ball- 
bearing units. The amounts of its total sales to Edison in recent years are as 
follows: 1953—$31,204; 1954—$401,830; 1955—$156,203; and 1956 (first 11 
months )—$26,850. Its sales to Edison described above represent 17.90, 65.69, 
63.84, and 9.50 percent of that company’s total purchases of such equipment 
for 1953, 1954, 1955, and the first 11 months of 1956, respectively. 

(3) Applicant has failed to show by his application that neither public nor 
private interests will be adversely affected by his holding the positions referred 
to above. Accordingly, it is necessary and appropriate for the purposes of the 
Federal Power Act that applicant’s request for authorization to hold these 
positions be denied as hereinafter ordered. 


The Commission orders: 


The application heretofore filed by the Applicant pursuant to section 305 (b) 
of the Federal Power Act, seeking to hold the positions referred to above, be, 


and the same is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NOS. G—8443, G-9588, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 


Issued March 4, 1957 


On February 4, 1955, as amended on May 24, 1955, Transcontinental Gas 
Pipe Line Corporation (Transco), a Delawaré corporation with its principal 
place of business located at Houston, Tex., filed at docket No. G—8443 an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing it to construct and operate cer- 
tain gas facilities as hereinafter described : 

To construct and operate a meter station and 6.25 miles of 8-inch pipeline 
to enable it to transport gas from the Live Oak Field, Vermilion Parish, La., to 
a point on its Tigre Lagoon 14-inch lateral for transportation in interstate com- 
merce. The estimated cost of Transco’s facilities is $165,010, which will be 
financed from corporate funds. 

Minimum take in the area above will be 5,000 M. c. f. per day and the maxi- 


mum, if available, is 7,000 M. c. f. per day. Reserves are estimated to be 
67,948,000 M. c. f. 


1 Omitted portions of this order relate to the issuance of independent producer certificates. 
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On November 1, 1955, Transco filed at docket No. G—9588 an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, covering the construction, installation and operation of 
approximately 10 miles of 16-inch pipeline, 1.48 miles of 12-inch pipeline, and 
0.80 miles of 10-inch pipeline, together with two meter stations and appurtenant 
equipment. 

Transco’s 10-inch pipeline also from the Live Oak Field proposed in this 
docket will extend northwesterly from a point of connection with the 8-inch 
Live Oak lateral to a point of connection with the proposed 12-inch and 16-inch 
pipelines. The 12-inch line will extend from a proposed meter station in the 
Live Oak Field, Vermilion Parish, La., northward to a junction with the 
proposed 10-inch and 16-inch pipeline. The proposed 16-inch pipeline, to be 
known as the Cow Island lateral, will extend in a northwesterly direction 
from its junction with the proposed 10-inch and 12-inch pipelines to a point 
of connection with Transco’s existing 18-inch pipeline at Cow Island junction. 
The estimated overall capital cost of the proposed facilities is $707,000, which 
will be financed initially by short term bank loans. No new service is proposed. 

The facilities proposed in docket No. G—9588 are for the purpose of enabling 
Transco to take up to 45,000 M. c. f. per day from the Live Oak area due to 
increased availability of gas in the area. The increase of 38,000 M. c. f. per 
day is to be made available by purchases from Seaboard Oil Company (Sea- 
board), docket No. G—8438, and Sinclair Oil and Gas Company, docket No. 
G-—9424 (certificate issued January 30, 1956). 


a * * * * s s 








Temporary authorization was issued to Transco in docket No. G-—8443 on 
May 13, 1955, and in docket No. G—9588 on January 13, 1956. Seaboard was on 
May 13, 1955, granted authority to sell natural gas to Transco, pendiug final 
determination of docket No. G—8438. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on February 25, 1957, respecting the matters involved in and the issues pre 
sented by the applications. No petitions to intervene or protests in opposition 
to the granting of the applications have been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
the Commission render a decision pursuant to section 1.30 (c) (1) of the 
Commission’s rules of practice and procedure. 


The Commission finds : 


(1) The Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation having its principal place of business at Houston, Tex., is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 28, 1950, In the Matter of Transcontinental 
Gas Pipe Line Corporation, docket No. G—-1277 (9 F. P. C. 32). 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
applications in docket Nos. G-—8443 and G—9588 herein, are proposed to be 
used in the transmission and sale of natural gas in interstate commerce for 
resale, subject to the jurisiction of the Commission, as integral parts of Transco’s 
existing pipeline system and the construction and operation thereof by Transco 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 
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(5) Applicants, Transco in docket No. G-—8443 and G-—9588 and Seaboard in 
docket No. G—8438, are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Transco and 
the proposed sale of natural gas by Seaboard, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefore, are 
required by the public convenience and necessity, and certificates therefor should 
be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 CFR 157.20) 
should attach to the certificates hereinafter issued to Transco in docket Nos. 
G-—8443 and G—9588 and to the exercise of the rights granted thereunder and 
that the time within which construction of the facilities authorized by this order 
shall be completed and in actual operation, should be fixed at 3 months from the 
date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record, and, not having 


been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Transcontinental Gas Pipe Line Corporation in docket 
Nos. G—8443 and G—9588 to construct and operate the facilities hereinbefore de- 
scribed, all as more fully described in its applications in this proceeding and the 
exhibits appended thereto, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 


. * * * * € . 


(C) The certificates to Transco shall be accepted in writing and under oath, 
by a responsible official of Transco and the general terms and conditions set 
forth in paragraphs (a), (b), (ce) (3), (ec) (4) and (e) of section 157.20 of the 
Commission’s rules of practice and procedure, shall attach to the issuance of the 


certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


* * . * ae * s 


(E) The time within which the facilities hereby authorized to Transco shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
section 157.20 of the Commission’s rules of practice and procedure is hereby fixed 
at 3 months from the date on which this order issues. 

(F) The certificates issued to Transco and Seaboard are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

* 7 . * 2 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. DOCKET 
NO. G-9804, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
Issued March 4, 1957 


On December 22, 1955, Transcontinental Gas Pipe Line Corporation (Transco) 
filed at docket No. G—9804 an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
construction and operation of 0.49 miles of 6-inch pipeline, together with a meter 
station and appurtenant facilities, extending from the Live Oak Field, Vermilion 
Parish, La., to Transco’s 16-inch Cow Island lateral. 

The proposed facilities at docket No. G-9804 will receive natural gas produced 
by The Superior Oil Company (Superior) from its acreage in the Live Oak Field. 
The estimated total cost of the proposed facilities is $33,000 of which $17,579 is 
for the pipeline. The cost is to be financed from corporate funds. 

* a * +. * * * 

Transco shows in its deliverability study average deliveries of 3,634 M. c. f. 
per day by Superior for 1956, and 2,928 M. c. f. per day for the duration of the 
contract term. Maximum contract deliveries are stated at 4,208 M. c. f. per day 
and a minimum of 3,060 M. c.f. per day. Open flow on Superior’s only well in the 
field totaled 73,600 M. c. f. per day. This well was completed in the 12,900-foot 
reservoir. The above volumes are at 14.73 p. s.i.a. The gas supply which will 
become available by the operation of the proposed facilities is reasonably adequate 
to justify the construction of the proposed facilities. 

Transco will transport gas received from Superior commingled with its other 
gas supplies for sale in other states. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 25, 1957, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests in opposition to the 
granting of the applications have been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision pursuant to section 1.30 (c) (1) of the Commission’s 
rules of practice and procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration, having its principal place of business at Houston, Tex., is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 28, 1950, In the Matter of Transcontinental 
Gas Pipe Line Corporation, docket No. G-1277 (9 FPC 32). 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application herein, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, as integral parts of Transco’s existing pipeline system and the con- 
struction and operation thereof by Transco are subject to the requirements of 
sub-sections (c) and (e) of section 7 of the Natural Gas Act. 

* 7 *- . * 7 a 

(5) Applicants, Transco and Superior, are able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 


2 Omitted portions of this order relate to the issuance of independent producer certificates. 
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(6) The proposed construction and operation of the facilities by Transco and 
the proposed sale of natural gas by Superior, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of 
section 157.20 of the Commission’s rules of practice and procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Transco, and to the 
exercise of the rights granted thereunder and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation, should be fixed at 3 months from the date on which this 
order issues. 

(8) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure, section 1.30 (c) of the Commission’s rules 
of practice and procedure, was unopposed by any party of record, and, not 
having been denied by the Commission, is granted, pursuant to section 1.30 
(c), (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transco to construct and operate the facilities 
hereinbefore described, all as more fully described in its application in this 
proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

* - = . * > + 

(C) The certificate to Transco shall be accepted in writing, and under oath, 
by a responsible official of Transco, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of section 157.20 of 
the Commission’s rules of practice and procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the 
rights granted thereunder. 

. 7 * * * . * 

(EB) The time within which the facilities hereby authorized to Transco shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of section 157.20 of the Commission’s rules of practice and procedure is hereby 
fixed at 3 months from the date on which this order issues. 

(F) The certificates issued to Transco and Superior are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 
= 








* 





* * * 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, ET AL., DOCKET NO. G-11234, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
Issued March 4, 1957 


On October 15, 1956, Southern Natural Gas Company (Southern) filed an 
application for a certificate of public convenience and necessity pursuant to 


2 Omitted portions of this order relate to the issuance of independent producer certificates. 
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section 7 of the Natural Gas Act, authorizing the construction and operation of 
the following facilities by which additional natural gas reserves will be made 
available to its system from the Napoleonville Field, Assumption Parish, La., 
and in the Fort Jackson Field, Plaquemines Parish, La. 
Southern lists the proposed facilities as: 
1. Napoleonville Field : 
(a) 4.5 miles of 85<-inch O. D. pipeline extending to 20-inch main 
supply line $252, 120 
(b) Measuring station 22, 000 
2. Fort Jackson Field : 
(a) 5.25 miles of 85-inch O. D. pipeline extending to Olga Junc- 
tion near Olga, La 346, 840 
(b) Submarine crossing of Mississippi River, consisting of %4 
mile of 8%-inch O. D. pipeline 121, 040 
(c) Measuring station 22, 000 
3. Facilities to enable transportation of the additional gas through 
existing lines: 
(a) Two 660-horsepower portable compressor units to be in- 
stalled at the Toca compressor station 363, 800 
(b) One 550-horsepower portable compressor unit to be installed 
at White Castle compressor station now under construction 
as per authority granted in docket No. G—10375 139, 500 
(c) One 1,350-horsepower compressor unit to be installed at the 
Gwinville compressor station 270, 700 


Total ‘ _.. $1, 538, 000 


The estimated total cost of the above-described facilities will be defrayed from 
current funds. Construction of the proposed facilities is estimated to be com- 
pleted within 4 months after issuance of a certificate herein. 

s * * - - . > 

The gas received from the Napoleonville Field and the Fort Jackson Field 
by Southern will be transported in interstate commerce for resale. 

The gas to be supplied by Flaitz to Southern will come from three wells in 
Napoleonville Field. There are five productive zones in this field occurring at 
depths ranging from 10,300 to 11,200 feet. The two main zones, which together 
contain more than 85 percent of the presently claimed reserves, have open flow 
potentials of 14,250 and 24,000 M. c. f. per day. The dedicated total estimated 
recoverable reserve of this field as of this date is 71,852,000 M. c. f. The esti- 
mated daily delivery to Southern from this source is 8,450 M. c. f. (minimum) to 
12,680 M. ec. f. (maximum). 

The gas to be supplied by Callery to Southern will come from one well in Fort 
Jackson field which has penetrated two producing zones at depths of 10,800 and 
11,200 feet. These two zones have calculated open flow potentials of 26,500 and 
99,000 M. c.f per day. The dedicated total estimated recoverable reserve of this 
field as of this date is 48,973,000 M. c.f. The estimated daily delivery to Southern 
from this source is 5,760 M. c. f. (minimum) to 8,640 M. c. f. (maximum). 

Southern’s acquisition of the new gas reserves and the construction of facilities 
to receive and transfer the gas will increase Southern’s ability to meet its peak 
day input requirements of present markets for the winter of 1957-58. 

No new sales or services are contemplated by Southern as a result of installa- 
tion of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on Feb- 
Tuary 21, 1957, respecting the matters involved in and the issues presented by the 
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applications. No petitions to intervene or protests to the granting of the applica- 
tions have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
pursuant to section 1.30 (c) (1) of the Commission’s rules of practice and pro- 
cedure. 


The Commission finds: 


(1) The applicant, Southern Natural Gas Company, a Delaware corporation, 
having its principal place of business at Birmingham, Ala., is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 6, 1942, in docket No. G-296 (3 FPC 822). 

(2) The facilities hereinbefore described, as more fully described in Southern’s 
application herein, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Commis- 
sion, as integral parts of Southern’s existing pipeline system and the construc- 
tion and operation thereof by Southern are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act. 

* 7 * * + * * 

(5) Applicants, Southern, J. M. Flaitz, et al., and Francis A. Callery, are able 
and willing properly to do the acts and to perform the services proposed and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules, 
and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Southern and 
the proposed sales of natural gas by J. M. Flaitz, et al., and Francis A. Callery, 
together with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and neces- 
sity, and certificates therefor should be issued as hereinafter ordered and con- 
ditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ec) (4), and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Southern, and to the exer- 
cise of the rights granted thereunder and that the time within which construc- 
tion of the facilities authorized by this order shall be completed and in actual 
operation, should be fixed at four months from the date on which this order 
issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Southern to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding and the 
exhibits appended thereto, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

+ : > = * e s 

(C) The certificate to Southern shall be accepted in writing, and under oath, 
by a responsible official of Southern, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of section 157.20 of 
the Commission’s rules of practice and procedure, shall attach to the issuance 
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of the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 
- * * + * * 6 

(E) The time within which the facilities hereby authorized to Southern shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
section 157.20 of the Commission’s rules of practice and procedure is hereby fixed 
at 4 months from the date on which this order issues. 
* * * * 









Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


JAMES D. CUNNINGHAM, DOCKET NO. ID-1297 


ORDER DENYING AUTHORIZATION PURSUANT TO SECTION 305 (b) OF THE FEDERAL 
POWER ACT 


Issued March 4, 1957 






































James D. Cunningham (applicant), 2240 Diversey Parkway, Chicago 47, II1., 
filed an application on January 16, 1957, for authorization pursuant to section 
305 (b) of the Federal Power Act, to hold the following positions: 

Director: Commonwealth Edison Company. 

Director: Allis-Chalmers Manufacturing Company. 

President, Director: Republic Flow Meters Company. 

The Commission having considered said application upon the information 
therein contained, finds: 

(1) Commonwealth Edison Company (Edison), incorporated under the laws 
of the State of Illinois, with its principal place of business in Chicago, IIL, is a 
public utility within the meaning of that term as used in the Federal Power Act, 
subject to the jurisdiction of the Commission, as heretofore described and set 
out in the Commission’s order issued October 31, 1956, In the Matter of Common- 
wealth Edison Company, Wisconsin Electric Power Company, docket No. E-6681. 

(2) Republic Flow Meters Company is a manufacturer of valves, gauges, 
meters, and combustion control equipment. During 1954, it sold $25,410 worth 
of this type of equipment to Edison; in 1955, an additional amount of $69,058 
of such equipment was sold; and during the first 11 months of 1956, its sales to 
Edison totaled $89,078. Its total sales to Edison described above represent 13.5, 
44.0, and 28.1 percent of that company’s total purchases of such equipment for 
1954, 1955, and the first 11 months of 1956, respectively. 

(3) Allis-Chalmers Manufacturing Company is a manufacturer of electric 
equipment and in the past has been supplying turbo-generators, steam con- 
densers, distribution transformers, power transformers, switchgear, and related 
equipment to Edison. Its total sales of this equipment to Edison amounted to 
$3,214,585 ; $5,735,800; and $17,774,650 for the years 1954 and 1955, and the first 
11 months of 1956, respectively. 

(4) Applicant has failed to show by his application that neither public nor 
private interests will be adversely affected by his holding the positions referred 
to above. Accordingly, it is necessary and appropriate for the purposes of the 
Federal Power Act that Applicant’s request for authorization to hold these 
positions be denied as hereinafter ordered. 





The Commission orders: 


The application heretofore filed by the Applicant pursuant to section 305 (b) 
of the Federal Power Act, seeking to hold the positions referred to above, be, 
and the same is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MOSINER PAPER MILLS COMPANY, PROJECT NO. 2207 
ORDER ISSUING LICENSE (MAJOR) 


Issued March 4, 1957 


Application was filed June 6, 1956, by Mosinee Paper Mills Company (appli- 
eant) of Wausau, Wis., for a license under section 4 (e) of the Federal Power 
Act (hereinafter referred to as the Act) for an existing water-power development, 
designated as project No. 2207, located on the Wisconsin River, a navigable 
waterway of the United States, in Marathon County near Mosinee, Wis. 

The original dam, authorized under the laws of the State of Wisconsin, was 
constructed in 1909-10 by predecessors in interest of the present applicant. 
Portions of the dam were repaired and raised in 1924 and 1930. The two 
generating units in the east powerhouse were installed in 1914 and the generators 
replaced in 1919. The unit in the west powerhouse was installed in 1923. Since 
the original construction, some structure and equipment changes have been made 
to create the project as it now stands. 

The applicant filed an incomplete application for a redevelopment of the 
project on August 10, 1988. The Commission by letter dated April 25, 1946, 
advised the applicant that it should either supplement its pending application 
(project No. 1505) or apply for a license for the constructed project. This 
action by the Commission was the result of the decision of the Circuit Court of 
Appeals for the 7th Circuit in Wisconsin Public Service Cor poration vy. Federal 
Power Commission, 147 F. 2d 743, which upheld the Commission order and 
finding therein that the Wisconsin River was navigable in its entire length. 
Applicant filed an application for withdrawal of its application for redevelop- 
ment which was granted by Commission order issued November 6, 1952. 

The Secretary of the Army and the Chief of Engineers, have reported that the 
project would not have any adverse effects on navigation interest, and recom- 
mended that the navigation provisions usually included in licenses for such 
projects be included in the license as hereinafter provided. 

An Assistant Secretary of Interior has reported that the project would not 
adversely affect the interests of the Department. 

The Public Service Commission of Wisconsin has reported that the State of 
Wisconsin withholds any objection to the issuance of a license, provided the 
terms and conditions of the license do not adversely affect the interests of the 
State of Wisconsin. A copy of the license was requested when issued. 

The Commission finds: 

(1) The project is located upon a navigable water of the United States. 

(2) The constructed project consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the licensee or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Evhibit J: (FPC No. 2207-1) General Map; and 

Echibit K: (FPC Nos. 2207-2, -3, and -4) Map showing project boundary, 
project area, and land ownership status. 
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(b) Project works comprised of: 

A rock-filled timber-crib spillway section about 356 feet long with flash boards 
and a 20-foot concrete spillway section on each end; a timber dam about 47 feet 
long with rock-filled timber-crib abutment sections on each end; a concrete guard 
lock section, which comprises the main spillway, with 9 vertical gate sections 
and 5 sections equipped with stop logs; a reservoir with a normal elevation of 
1,138.5 feet (USGS) and an area of 1,377 acres; a powerhouse and dam section 
located about 1,500 feet downstream from the main structures comprised of two 
rock-filled timber-crib sections, one concrete gated spillway section, two separate 
concrete powerhouse sections and earth fill abutment sections; the west power- 
house containing a 2,500-horsepower turbine connected to an 1,800-kilowatt 
generator (2,250 KVA, 80 percent PF); the east powerhouse containing two 
884-horsepower turbines connected to 625-kilowatt generators (625 KVA, 100 per- 
cent PF) ; and center powerhouse section which contains operating and switching 
equipment ; two 5 kilovolt transmission lines each about 2,000 feet long extending 
to the paper mill; and appurtenant mechanical and electrical equipment; the lo- 
cation, nature, and character of which are more specifically shown and described 
by the exhibits hereinbefore cited and by certain other exhibits which also formed 
part of the application for license and which are designated and described as 
follows: 

Echibit L: (FPC No. 2207-5) Guardlock and Control Spillway; (FPC No. 
2207-6) Timber Dam and Spillway; (FPC No. 2207-7) Powerhouse Structures; 
(FPC No. 2207-8) Powerhouse Sections; (FPC No. 2207-9) Powerhouse Struc- 
tures; and 

Ecrhibit M: Four typewritten pages giving general description and specifica- 
tions of equipment, filed in the Commission June 6, 1956; (FPC No. 2207-10) 
One Line Wire Diagram. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as a part of the project 
is approved or acquiesed in by the Commission ; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate In the maintenance 
and operation of the project. 

(3) The two 5-kilovolt transmission lines extending about 2,000 feet from 
the powerhouse to the paper mill are parts of the project herein authorized 
within the meaning of section 3 (11) of the act. 

(4) The applicant is a corporation organized under the laws of the State of 
Wisconsin and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purpose 
of a license for the project. 

(5) No conflicting application is on file with the Commission. Public notice 
has been given as required by the act. 

(6) The project does not affect any Government dam, nor will the issuance of 
a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(7) The project is best adapted to a comprehensive plan for improving and 
developing the Wisconsin River for use and benefit of interstate or foreign com- 
merce, for the improvement and utilization of waterpower development, and 
for other beneficial public uses, including recreational purposes. 

(8) The amount of annual charges to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of part I 
of the act is reasonable as hereinafter fixed and specified. 
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(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 4,100 horsepower and the energy generated by this constructed 
project is used by the Applicant in its paper mill in the manufacture of paper 
products. 

(10) The exhibits designated and described in finding 2 above conform to the 
Commission’s rules and regulations and should be approved as part of the license 
for the project. 


The Commission orders: 


(A) This license is issued to Mosinee Paper Mills Company under section 4 (e) 
of the act for a period effective January 1, 1938, and terminating December 31, 
1974, for the operation and maintenance of project No. 2207 upon the Wisconsin 
River, navigable waters of the United States, subject. to the terms and conditions 
of the act which is incorporated by reference as part of this license, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-3 (December 15, 1953) entitled “Terms and Conditions of License for Con- 
structed Major Project Affecting Navigable Waters of the United States,” which 
terms and conditions (described as articles 1 through 17) are attached hereto 
and made a part hereof; and subject to the following special conditions set 
forth herein as additional articles: 

Article 18. The licensee shall pay to the United States the following annual 
charges, effective as of January 1, 1938: 

For the purpose of reimbursing the United States for the costs of adminis- 
tration of part I of the act, one (1) cent per horsepower on the authorized 
installed capacity (4,100 horsepower), plus 2% cents per 1,000 kilowatt-hours 
of gross energy generated by the project during the calendar year for which 
the charge is made. 

Article 19. To the extent that it is economically sound and in the public 
interest to do so, the licensee shall install additional capacity and make other 
alterations in the project as directed by the Commission after notice and 
opportunity for hearing. 

(C) The exhibits, designated and described in finding 2 above are approved as 
part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed for the 
licensee and returned to the Commission within 60 days from the date of issuance 
of this order. 

FORM L-3 


Terms and Conditions of License For Constructed Major Project Affecting 
Navigable Waters of the United States 


December 15, 1953 


Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license until such change shall have been 
approved by the Commission: Provided, however, That if the licensee or the 
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Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits therefore 
made a part of the license as may be specified by the Commission. 

Article 3. If the licensee shall contemplate any alteration in or addition to the 
project area or project works shown and described by the approved exhibits re- 
ferred to in article 2 herein, the licensee shall submit to the Commission for ap- 
proval amended, supplemental, or additional exhibits under the provisions of said 
article covering such alteration or addition, together with a statement in writing 
setting forth the reasons which necessitate or justify such alteration or addition. 
Except when emergency shall require for the protection of navigation, life, 
health, or property, no substantial alteration or addition not in conformity with 
the approved plans shall be made to any dam or other project works under the 
license without the prior approval of the Commission; and any emergency alter- 
ation or addition so made shall thereafter be subject to such modifications and 
change as the Commission may direct. Minor changes in the project works or 
divergence from such approved exhibits may be made if such changes will not 
result in decrease in efficiency, in material increase in cost, or in impairment of 
the general scheme of development; but any of such minor changes made without 
the prior approval of the Commission which in its judgment have produced or 
will produce any of such results, shall be subject to such alteration as the Com- 
mission may direct. The licensee shall comply with such rules and regulations 
of general or special applicability as the Commission may from time to time 
prescribe for the protection of life, health, or property. 

Article 4. The project, including its operation and maintenance and any work 
incident to additions or alterations, shall be subject to the inspection and 
supervision of the Regional Engineer, Federal Power Commission, in the region 
wherein the project is located, or of such other officer or agent as the Commission 
may designate, who shall be the authorized representative of the Commission for 
such purposes. The licensee shall furnish to said representative such informa- 
tion as he may require concerning the operation and maintenance of the project, 
and of any alteration thereof, and shall notify him of the date upon which work 
with respect to any alteration will begin and as far in advance thereof as said 
representative may reasonably specify, and shall notify him promptly in writing 
of any suspension of work for a period of more than one week, and of its resump- 
tion and completion. The licensee shall allow him and other officers or employees 
of the United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance of 
their official duties. 

Article 5. For the purpose of determining the stage and flow of the stream or 
streams from which water is diverted for the operation of the project works, the 
amount of water held in and withdrawn from storage, and the effective head on 
the turbines, the licensee shall install and thereafter maintain such gages and 
stream-gaging stations as the Commission may deem necessary and best adapted 
to the requirements; and shall provide for the required readings of such gages 
and for the adequate rating of such stations. The licensee shall also install and 
maintain standard meters adequate for the determination of the amount of 
electric energy generated by said project works. The number, character, and 
location of gages, meters, or other measuring devices, and the method of opera- 
tion thereof, shall at all times be satisfactory to the Commission and may be 
altered from time to time if necessary to secure adequate determinations, but 
such alteration shall not be made except with the approval of the Commission or 





FEDERAL POWER COMMISSION 387 


upon the specific direction of the Commission. The installation of gages, the 
ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in cooperation with, the District Engineer 
of the United States Geological Survey having charge of stream-gaging operations 
in the region of said project, and the licensee shall advance to the United States 
Geological Survey the amount of funds estimated to be necessary for such 
supervision or cooperation for such periods as may be mutually agreed upon. The 
licensee shall keep accurate and sufficient record of the foregoing determinations 
to the satisfaction of the Commission, and shall make return of such records 
annually at such time and in such form as the Commission may prescribe. 

Article 6. In the maintenance of the project works, the licensee shall place 
and maintain suitable structures and devices to reduce to a reasonable degree 
the liability of contact between its transmission lines, and telegraph, telephone, 
and other signal wires or power transmission lines constructed prior to its trans- 
mission lines and not owned by the licensee, and shall also place and maintain 
suitable structures and devices to reduce to a reasonable degree the liability of 
any structures or wires falling and obstructing traffic and endangering life on 
highways, streets, or railroads. 

Article 7. So far as is consistent with proper operation of the project, the 
licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the licensee for the purpose of full 
public utilization of such lands and waters for navigation and recreational pur- 
poses, including fishing and hunting, and shall allow to a reasonable extent for 
such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
be subject to payment of rent to the licensee in a reasonable amount: Provided, 
That the licensee may reserve from public access, such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property; and Provided further, That the licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not, without its express agreement, place upon the licensee any obliga- 
tion to construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the District Engineer, Department of 
the Army, in charge of the locality. 

Article 9. Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with the project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit 
such control of pools as may be required to complete and maintain such naviga- 
tion facilities. 

Article 10. The licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities at the voltage and 
frequency required by such facilities and at a point adjacent thereto whether said 
facilities are constructed by the licensee or by the United States. 

Article 11. The operation of any navigation facilities which may be constructed 
as a part of or in connection with any dam or diversion structure constituting 
a part of the project works shall at all times be controlled by such reasonable 
rules and regulations in the interest of navigation, including the control of the 
level of the pool caused by such dam or diversion structure, as may be made from 
time to time by the Secretary of the Army. Such rules and regulations may 
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include the construction, maintenance, and operation by the licensee, at its own 
expense, of such lights and signals as may be directed by the Secretary of the 
Army. 

Article 12. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, az 
may be necessary for the purposes of navigation on the navigable waterway 
affected ; and the operations of the licensee, so far as they affect the use, storage 
and discharge from storage of waters affected by the license, shall at all times 
be controlled by such reasonable rules and regulations as the Secretary of the 
Army may prescribe in the interest of navigation, and as the Commission may 
prescribe for the protection of life, health, and property, and in the interest of 
the fullest practicable conservation and utilization of such waters for power 
purposes and for other beneficial public uses, including recreational purposes ; 
and the licensee shall release water from the project reservoir at such rate in 
ecubie feet per second, or such volume in acre-feet per specified period of time, 
as the Secretary of the Army may prescribe in the interest of navigation, or as 
the Commission may prescribe for the other purposes hereinbefore mentioned. 

Article 13. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the project as of the effective date of the license 
shall be determined by the Commission in accordance with the act and the rules 
and regulations of the Commission, and such cost less such accrued depreciation, 
so determined, shall be the net investment in the project as of such effective 
date. 

Article 14. After the first 20 years of operation of the project under the license, 
6 percent per annum shall be the specific rate of return on the net investment in 
the project for determining surplus earnings of the project for the establishment 
and maintenance of amortization reserves, pursuant to section 10 (d) of the 
act; one-half of the project surplus earnings, if any, accumulated after the first 
20 years of operation under the license, in excess of 6 percent per annum on the 
net investment, shall be set aside in a project amortization reserve account as of 
the end of each fiscal year, provided that, if and to the extent that there is a 
deficiency of project earnings below 6 percent per annum for any fiscal year or 
years after the first 20 years of operation under the license, the amount of such 
deficiency shall be deducted from the amount of any surplus earnings accumulated 
thereafter until absorbed, and one-half of the remaining surplus earnings, if any, 
thus cumulatively computed, shall be set aside in the project amortization 
reserve account; and the amounts thus established in the project amortization 
reserve account shall be maintained therein until further order of the Commission. 

Article 15. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for pur- 
poses of generating, transmitting, or distributing power shall be made without 
the prior written approval of the Commission; and the Commission may, if in 
its judgment the situation warrants, require that all the conditions of the license, 
of the act, and of the rules and regulations of the Commission shall be applicable 
to such lease and to such property so leased to the same extent as if the lessee 
were the licensee: Provided, That the provisions of this article shall not apply 
to the parts of the project or project works which may be used by another jointly 
with the licensee under a contract or agreement whereby the licensee retains the 
occupancy, possession, and control of the property so used and receives adequate 
consideration for such joint use, or to leases of land while not required for 
purposes of generating, transmitting ,or distributing power, or to buildings or 
other property not built or used for said purposes, or to minor parts of the 
project or project works, the leasing of which will not interfere with the useful- 
ness or efficient operation of the project by the licensee for such purposes. 
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Article 16. The licensee, its successors and assigns shall during the period of 
the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project areas, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom will be voluntarily sold, trans- 
ferred, abandoned, or otherwise disposed of without the approval of the Com- 
mission: Provided, That a mortgage or trust deed or judicial sales made there- 
under, or tax sales, shall not be deemed voluntary transfers within the meaning 
of this article. In the event the project is taken over by the United States upon 
the termination of the license, as provided in section 14 of the act, or is trans- 
ferred to a new licensee under the provisions of section 15 of the act, the licensee, 
its successors and assigns will be responsible for and will make good any defect 
of title to or of right of user in any of such project property which is necessary 
or appropriate or valuable and serviceable in the maintenance and operation 
of the project, and will pay and discharge, or will assume responsibility for pay- 
ment and discharge, of all liens or incumbrances upon the project or project 
property created by the licensee or created or incurred after the issuance of the 
license: Provided, That the provisions of this article are not intended to prevent 
the abandonment or the retirement from service of structures, equipment, or 
other project works in connection with replacements thereof when they become 
obsolete, inadequate, or inefficient for further service due to wear and tear, or 
to require the licensee, for the purpose of transferring the project to the United 
States or to a new licensee, to acquire any different title to or right of user in 
any of such project property than was necessary to acquire for its own purposes 
as licensee. 

Article 17. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NO. G-11235, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
Issued March 5, 1957 


On October 15, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed in docket No. G—11235 an application, as amended November 26, 1956, for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, authorizing the construction and operation of approximately 
3:5 miles of 4-inch lateral supply pipeline to extend southwesterly from a point 
of connection with Transco’s existing 8-inch Luby lateral to a proposed 265- 
horsepower booster compressor station which, together with dehydration, meter- 
ing and appurtenant facilities, is to be installed in the South Clara Driscoll 
Field, Nueces County, Tex. These proposed facilities will enable it to pur- 
chase and receive natural gas from Banquete Gas Company (Banquete) in the 
South Clara Driscoll Field, Nueces County, Tex., purchased by Banquete from 
Pan American Engineering Company, operator (Pan American). The esti- 


1 Omitted portions of this order relate to the issuance of independent producer certificates. 
506455—59 27 
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mated total initial cost of these facilities is $240,000, which ost is to be fi- 
nanced from corporate funds. 
* o * * 7 2 2 

All of the above applications are on file with the Commission and open for 
public inspection. 

* * + . 4 * e 

Transco will transport the gas received from Banquete commingled with 
its other gas supplies for sale in other states. 

Transco’s reserve estimate indicates total remaining recoverable reserves, 
as of January 1, 1957, dedicated by Banquete to Transco, of 8,659 M. M. c. f. 
@ 14.73 p. s. i. a. The gas supply which will become available by the operation 
of the proposed facilities is reasonably adequate to justify the construction 
of the proposed facilities. 

No new markets are proposed to be served by Transco other than those pre- 
viously authorized by the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 21, 1957, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests to the granting of 
the applications have been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and the Commission 
render a decision pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 

(1) The Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation, having its principal place of business at Houston, Tex., is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of April 28, 1950, In the Matter of Trans- 
continental Gas Pipe Line Corporation, docket No. G-1277 (9 F. P. C. 32). 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application herein, are proposed to be used in the transmission and sale of nat- 
ural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Transco’s existing pipeline system and the 
construction and operation thereof by Transco are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

2 * . * * * e 

(5) Applicants, Transco, Pan American and Banquete are able and willing 
properly to do the acts and to perform the services proposed and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and regula- 
tions of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Transco 
and the proposed sales of natural gas by Pan American and Banguete, together 
with the operation of any facilities subject to the jurisdiction of the Commis- 
sion necessary therefore, are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Transco, and to the exer- 
cise of the rights granted thereunder and that the time within which construc- 
tion of the facilities authorized by this order shall be completed and in actual 
operation, should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record, and, not having 
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been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) 
of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Transco to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

+ * * * * = > 

(C) The certificate to Transco shall be accepted in writing, and under oath, 
by a responsible official of Transco, and the general terms and conditions set 
forth in paragraphs (a), (b), (ec) (3), (c) (4) and (e) of section 157.20 of 
the Commission’s rules of practice and procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 

* * * * * ae aa 

(E) The time within which the facilities hereby authorized to Transco shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
section 157.20 of the Commission’s rules of practice and procedure is hereby 
fixed at 6 months from the date on which this order issues. 

(Ff) The certificates issued to Transco, Pan American and Banquete are not 
transferable and shall be effective only so long as they continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

+ * * * * * + 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, DOCKET NO. 
G-11433 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 5, 1957 


Texas Illinois Natural Gas Pipeline Company (Applicant), a Delaware cor- 
poration, having its principal place of business in Chicago, II1., filed on November 
7, 1956, an application pursuant to section 7 of the Natural Gas Act, for a cer- 
tificate of public convenience and necessity authorizing construction and opera- 
tion of certain loop pipeline facilities as hereinafter described, subject to the 
jurisdiction of the Commission. 

Applicant proposes to construct and operate approximately 9.55 miles of 
36-inch transmission pipeline, looping its existing single 30-inch pipeline from 
a point on the north bank of the Illinois River to applicant’s Joliet regulator 
station, serving the Chicago area. Applicant alleges that such proposed looping 
is necessary for the maintenance of adequate pressure on applicant’s pipeline 
system north of the Illinois River to enable applicant to deliver the quantities 
of gas required to be delivered at the Joliet meter station delivery point and at 
delivery points on its Volo Lateral in the Chicago area during the 1957-1958 
winter season. 

The estimated cost of the proposed facilities is $1,700,000, which will be 
financed from funds on hand. 
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Applicant owns and operates a gas pipeline transmission system extending 
from the South Gulf Coast Area in Texas through the States of Arkansas 
and Missouri to termini near Joliet and Volo, Il.; it sells natural gas for resale 
to local gas distributing utilities in Missouri and Illinois, and to Natural Gas 
Pipeline Company of America (Natural), an affiliated pipeline company. Gas 
sold by Applicant for local distribution in areas in Illinois adjacent to the city 
of Chicago and for local distribution in Northwestern Indiana is physically 
delivered by Chicago District Pipeline Company (Chicago District) to such 
customers at several points of delivery through pipeline facilities owned and 
operated by Chicago District. Deliveries of gas from applicant’s system are 
made at the terminus of its 30-inch pipeline at a point known as applicant’s 
Joliet meter station, and at points on its 20-inch pipeline extending from near 
Joliet to Volo, Ill., known as the Volo Lateral, a partial looping of which was 
authorized by Commission order issued September 18, 1956, in docket No. 
G—10548. 

All of the gas transported by applicant into the Chicago area and all of the 
gas withdrawn and delivered from the Herscher Storage Field by Natural Gas 
Storage Company of Illinois, an affiliate of applicant, flows through applicant’s 
single 30-inch pipeline from a point on the north bank of the Illinois River 
northward approximately 914 miles to the Joliet regulator station, at which 
point a portion of such gas continues to flow northward through the Volo Lateral, 
and the remainder flows eastward through the single 30-inch pipeline for ap- 
proximately 3 miles to applicant’s Joliet meter station. 

Applicant estimates that during the winter season of 1957-1958 it will be 
necessary to transport a maximum daily quantity of approximately 892,000 
M. ec. f. of gas through its 30-inch pipeline from the Illinois River northward, of 
which approximately 573,350 M. c. f. would be delivered at the Joliet meter 
station and approximately 318,700 M. c. f. would flow northward through the 
Volo Lateral. Based upon actual operating experience, it is estimated that 
under maximum hourly load conditions, the calculated pressure at the Joliet 
regulator station with existing facilities would be approximately 259 p. s. i. g., in 
view of the pressure available at the Hersher storage field. Applicant alleges 
that such a pressure is too low for making deliveries at the Joliet station or 
from the Volo Lateral. For this reason, applicant proposes to loop its 30-inch 
pipeline from a point on the north bank of the Illinois River to its Joliet regu- 
lator station. This will enable it to increase the pressure at the Joliet station 
to 428 p. s. i. g. on peak hour, which will be sufficient to meet the anticipated 
requirements of the 1957-1958 winter season. 

Applicant does not propose any change in service as a result of the proposed 
facilitites. No additional gas supply or capacity is involved. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 25, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to section 1.30 (c) (1) of the Commission’s rules of practice 
and procedure. 


The Commission finds: 


(1) Texas Illinois Natural Gas Pipeline Company (applicant), a Delaware 
corporation, having its principal place of business in Chicago, IIl., is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its orders issued June 14, 1950, in 
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docket No. G—1246 (9 F. P. C. 122), December 1, 1950, in docket No. G-1477 
(9 F. P. C. 1293) and September 10, 1951, in docket No. G—-1669 (10 F. P. C. 1356). 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of applicant’s existing pipeline system, and the construction and operation 
thereof by applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ec) (4) and (e) 
of section 157.20 of the Commission’s regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 10 months from the date on which this order issues. 


The Commission orders: 


(A) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (¢c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record, and, not hav- 
ing been denied by the Commission is granted pursuant to section 1.30 (c) (1) of 
said rules. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and (e) of section 157.20 of the 
Commission’s regulations under the Natural Gas Act shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of sec- 
tion 157.20 of the Commission’s regulations under the Natural Gas Act, is hereby 
fixed at 10 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE CINCINNATI GAS & ELECTRIC COMPANY, DOCKET No. E-6609 


SUPPLEMENTAL ORDER EXTENDING PRIOR AUTHORIZATION FOR THE ACQUISITION 
OF CAPITAL STOCK 


Issued March 8, 1957 


By order issued April 6, 1955, in the above-entitled matter, the Commission, 
pursuant to section 203 of the Federal Power Act, authorized The Cincinnati Gas 
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& Electric Company (applicant) to acquire, upon certain terms and conditions 
specified therein, 2,645-80/94 shares of the issued and outstanding capital stock 
of its subsidiary, The Union Light, Heat & Power Company (Union).* The au- 
thorization granted under that order expired July 5, 1955. Upon request by 
Applicant, the Commission, by order issued February 10, 1956, extended the 
time within which applicant was authorized to acquire the additional shares of 
Union’s capital stock to February 10, 1957. On February 11, 1957, applicant 
requested the Commission to extend the period in which it is authorized to pur- 
chase such shares for an additional 6 months. Its request is based on the ground 
that additional minority shares appear to be available for purchase and it may 
be able to acquire the remaining minority holdings within such period. Appli- 
eant’s report filed February 11, 1957, indicates that it has now acquired 
2,088-88/94 of the 2,645-80/94 shares which the Commission’s original order 
herein authorized it to purchase. 























The Commission finds: 





Applicant has shown good cause and it is necessary and appropriate for pur- 
poses of the Federal Power Act that the authority to acquire additional shares 
of Union’s presently issued and outstanding capital stock set forth in its order 
of April 6, 1955, be extended as hereinafter provided. 


The Commission orders: 


. Applicant be and it hereby is authorized to acquire additional shares of Union’s 
presently issued and outstanding capital stock for a further period of 6 months 
from the issuance of this order ; such acquisition to be upon those terms and con- 
ditions pursuant to which applicant was heretofore authorized by the aforesaid 
Commission order to acquire the 2,645-80/94 shares of Union’s capital stock 
which were outstanding in the hands of the general public at time of said 
order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LAKE SHORE PIPE LINE Co. 
ORDER DENYING APPLICATION FOR REHEARING 
Issued March 8, 1957 


Lake Shore Pipe Line Co. (Lake Shore), on February 6, 1957, filed an applica- 
tion for rehearing of and requested that the Commission modify and amend 
the order issued January 7, 1957, allowing Lake Shore’s PS-G general peak 
service rate schedule, a form of service agreement thereunder, and a revision 
of its E-1 excess service rate schedule to take effect as of November 21, 1956. 
In the order complained of the Commission allowed the tendered sheets to 
take effect “subject to such refund as may be ordered in the proceedings in 
docket No. G-5473.” 

Lake Shore does not object to such condition insofar as the E-1 schedule 
is concerned, but only as it relates to the peaking-service rate schedule. 

In the application for rehearing, Lake Shore contends first that the PS-G 
rate schedule is an initial schedule, and that the Commission is without power 
or authority under the Natural Gas Act to order refunds as to it. Secondly, 

























1 These shares were then held by 71 nonassociated stockholders and represented approxi- 
mately 1 percent of the total of that series which constitutes Union’s only authorized series 
of capital stock. 
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it contends that the Commission’s action is arbitrary and capricious because it 
assertedly violates the terms of the order of the Commission issued March 15, 
1954, approving the settlement of Lake Shore’s prior rate case in docket No. 
G-2254. Lastly, Lake Shore contends that the Commission’s action is arbitrary 
and capricious because it constitutes discrimination between the treatment 
accorded to Lake Shore and that accorded to Lake Shore’s supplier, Tennessee 
Gas Transmission Company (Tennessee), the Commission having by order 
issued December 18, 1956, allowed Tennessee’s rate schedule PS-G to take effect 
as of November 21, 1956, subject to such prospective adjustment thereof as 
may be ordered in the proceeding on Tennessee’s application for a certificate 
of public convenience and necessity in docket No. G-9448. 

We turn first to Lake Shore’s claim that its PS-G rate schedule is an initial 
rate schedule, not subject to suspension, and, therefore, the Commission is 
without power or authority to order refunds. Preliminarily, it may be observed 
that if the rate schedule were indeed an initial schedule for new service Lake 
Shore should have filed an application for a certificate of public convenience 
and necessity for such service, as Tennessee did in docket No. G—9448 for 
authority to supply some of its customers with peaking service where the 
total requirements of such customers exceeded the previously authorized firm 
volumes. No application for a certificate was filed by Lake Shore for the 
initiation of a new service, and it says none was necessary. This emphasizes 
the fact that there is an integral relationship between Lake Shore’s peaking 
schedule and its G—general service rate schedule. The PS-G rate schedule 
is not an initial schedule, but merely provides for a billing arrangement designed 
to avoid the establishment by Lake Shore’s customers of higher billing demands 
under the G schedule, and redounds to their economic benefit in this respect. 
Thus, Lake Shore bills at one rate up to the maximum amounts required to be 
taken under the G rate schedule and at another rate (80 cents per M. c. f.) 
for additional gas under the peaking schedule. This interdependence and in- 
terrelationship vitiates the claim that the peaking schedule is an initial schedule 
and not subject to our undoubted power of suspension and refund. See Northern 
Natural Gas Company, dockets Nos. G-1382, et al., opinion No. 228, issued 
June 11, 1952; affirmed, State Corporation Commission of Kansas v. F. P. C., 
206 F. 2d 690, cert. denied, 346 U. S. 922. Without question it was discretionary 
with the Commission to suspend the proffered filing or allow it to go into effect 
as we did. Cf. Alabama-Tennessee Natural Gas Company, docket No. G—11654, 
order issued December 27, 1956. 

Nor is there merit to Lake Shore’s contention that the order complained of 
violates the terms and conditions of the Commission’s order issued March 15, 
1954, approving a proposed settlement of Lake Shore’s prior rate increase in 
docket No. G—2254 and allowing tariff revisions to take effect. In the March 15, 
1954, order the Commission recited that the record in docket No. G—2254 indi- 
cated that Lake Shore’s supplier, Tennessee, planned to file for a rate increase 
on or about May 1, 1954. It noted that, as a part of the proposed settlement 
in docket No. G-2254, the parties agreed that Lake Shore should be permitted, 
when Tennessee filed for the anticipated increase later in the year, to file 
revised tariff sheets to reflect an increase in Lake Shore’s rate identical to 
Tennessee’s proposed increase; and, ultimately, that Lake Shore be permitted 
to revise its tariff sheets to reflect whatever increase, if any, that the Commission 
in any final order might accept or make effective with respect to Tennessee’s 
rates. The findings and ordering clauses referred to by Lake Shore in its 
application for rehearing merely gives effect to this agreement of the parties. 
When Tennessee filed for a rate increase late in 1954 in docket No. G-5259, 
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Lake Shore exercised fully and completely all its rights under the March 15, 
1954, order in docket No. G-2254 when it filed a rate increase on November 9, 
1954. The rate increase proposed by Lake Shore was suspended by order of 
the Commission issued December 2, 1954, in docket No. G—5473, the Commission 
noting that the rate increase was filed in conformity with the provisions of 
paragraph (B) of the March 15, 1954, order in docket No. G-—2254. The 
proceeding in docket No. G—5473 is pending before the Commission. Thus, 
when Lake Shore filed its PS-G rate schedule, all and any rights under the 
March 15, 1954, order in docket No. G—2254 to so file had been extinguished. 
The provisions of that order by its terms did not carry over to any other rate 
schedule or filings of Lake Shore, nor can the terms of such order be fairly 
construed to carry over to any other filings. 

Lastly, with respect to Lake Shore’s assertion of discrimination, the Com- 
mission thinks that Lake Shore cannot validly complain of an order which merely 
attempts to assure that the natural gas company earns no more than a fair 
return upon its net investment during the pendency of the proceeding in docket 
No. G—5473 upon its proposed increased rates and charges. 


The Commission finds: 


The application filed by Lake Shore for rehearing of our order issued January 
7, 1957, sets forth no new facts and no principles of law which either were not 
fully considered by the Commission when it adopted the order, or which, having 
now been considered, warrant any change in or modification of such order. 


The Commission orders: 


The application for rehearing filed on February 6, 1957, by Lake Shore Pipe 
Line Co. be and it is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CENTRAL KENTUCKY NATURAL GAS COMPANY, KENTUCKY GAS TRANS- 
MISSION CORPORATION, DOCKET NOS. G-2450 AND G-5476 


ORDER APPROVING SETTLEMENT, PRESCRIBING REFUNDS AND PROVIDING FOR FILING OF 
TARIFF REVISIONS 


Issued March 11, 1957 


These are rate proceedings arising from proposed increased rates and charges 
submitted for filing by Central Kentucky Natural Gas Company (Central Ken- 
tucky) for the sale of natural gas for resale.’ A stipulation setting forth the 
terms of a proposed settlement of the issues involved in these proceedings agreed 
to between Central Kentucky, its affiliated successor to the interstate phase of the 
operations, Kentucky Gas Transmission Corporation (Kentucky Gas), and their 
customers, including certain exhibits related thereto, has been submitted to us 
for consideration together with a motion filed by Central Kentucky and Kentucky 
Gas on February 8, 1957, requesting that we approve the settlement and terminate 


2 Pursuant to a certificate of public convenience and necessity granted in docket No. 
G-9689 (presiding examiner’s decision issued August 10, 1956, effective as of September 
10, 1956, as final order and decision of the Commission, 16 F. P. C. 437), the facilities and 
operations of Central Kentucky Natural Gas Company subject to the jurisdiction of the 
Commission were transferred to Kentucky Gas Transmission Corporation, a new subsidiary 
corporation in the Columbia Gas System, Inc., as of January 1, 1957. 

The provisions of this order effective on and after January 1, 1957 are directed to 
Kentucky Gas Transmission Corporation. 
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these proceedings. Upon consideration of the stipulation, the exhibits attached 
thereto, and the aforementioned motion, we approve the terms of the proposed 
settlement and permit the agreed upon increased rates and charges to become 
effective, subject to the terms and conditions agreed to by the parties, as herein- 
after ordered. 

On May 14, 1954, Central Kentucky submitted for filing with the Commission 
its FPC Gas Tariff, Fourth Revised Volume No. 1, proposing increased rates 
and charges to its nine wholesale customers and a contract demand form of rate 
to be applicable to those wholesale customers taking at least 5,000 M. c. f. of gas 
on any one day. By order issued June 4, 1954, in docket No. G—2450, the Com- 
mission suspended that filing until November 1, 1954. 

By order issued October 29, 1954, the Commission granted the motion filed by 
Central Kentucky requesting special permission under section 154.66 (b} of the 
regulations under the Natural Gas Act to file changes in the suspended tariff, 
as contained in first revised sheets Nos. 7, 8, 15 and 16 thereto, reducing the 
rates and charges first proposed to give effect to a withdrawal by Central Ken- 
tucky’s affiliated supplier, United Fuel Gas Company, of a portion of its 
increased rates and charges proposed in docket No. G—2451. 

On November 4, 1954, Central Kentucky tendered for filing substitute first 
revised sheet No. 8 to its FPC Gas Tariff, Fourth Revised Volume No. 1, in- 
corporating the increased rates and charges then in effect subject to refund 
and proposing a further increase, based on the increase in rates filed by United 
Fuel Gas Company on November 4, 1954, and suspended by Commission order 
in docket No. G-5475 until December 15, 1954. By order issued December 3, 
1954, in docket No. G—5476, the Commission suspended Central Kentucky’s filing 
of November 4, 1954, until December 15, 1954. 

Based on 1955 test year sales, the proposed increases in rates and charges 
which are the subjects of proceeding in docket Nos. G-—2450 and G-5476 
aggregated approximately $3,452,400, annually. 

At the request of certain of the parties, the Commission fixed hearing on the 
contract demand form of rate schedule proposed in Central Kentucky’s filings 
and consolidated the hearing on that issue with the proceedings on a similar 
proposal for a contract demand form of rate schedule by United Fuel Gas Com- 
pany in dockets Nos. G-—2451 and G-5475. Following 37 days of hearing and 
filing of briefs by the parties, the presiding examiner issued his decision author- 
izing the contract demand form of rate schedule for Central Kentucky and 
United Fuel. That decision was affirmed by Commission order issued May 11, 
1956, 15 F. P. C. 700, in the consolidated proceedings. 

After notice to all parties in these proceedings, conferences, respecting agree- 
ment on or limitation of the remaining issues, were held on January 29 and 
February 6, 1957, in a hearing room of the Commission, at which all parties 
to the aforementioned stipulation and the Commission’s staff were represented. 

At those conferences, Central Kentucky presented cost of service data for the 
“collection” period (November 1, 1954 through December 31, 1956) and a “test” 
period, for the future, together with a statement of proposed refunds to its 
customers. The parties present were also advised of the results of investigations 
made by the Commission staff of the operations of Central Kentucky and Ken- 
tucky Gas as reflected in their books and records. 

After discussion and negotiation, the parties agreed to a stipulation of settle- 
ment, submitted for our consideration on February 8, 1957, which is attached 
hereto as appendix A and is hereby made a part hereof. 

We note that for purposes o: refund for the period January 1, 1956, through 
June 30, 1956, the parties agreed to a cost of service actual for the 12 months 
ended June 30, 1956, and then netted against that cost of service the revenues 
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earned by Central Kentucky during July through December 1955, under the 
rates agreed to for the year 1955 and thereby derived a cost of service for the 
6-month period January 1 through June 30, 1956. It has been our consistent 
policy, which we here reaffirm, that, to the extent actual costs are used for pur- 
poses of determining the amount to be refunded, such costs shall be those actually 
incurred during the refund period, even though the refund period covers less 
than a full 12-month period. However, in this present instance the “netting” 
procedure used is of minor effect. We shall not, therefore, withhold approval 
of the proposed settlement. It is to be clearly understood, however, that such 
approval only indicates our satisfaction that the rates herein approved are just 
and reasonable and does not constitute any precedent for the future use of the 
“netting” procedure referred to above. 


The Commission finds: 


(1) The proposed settlement of these proceedings on the basis set forth in the 
aforementioned stipulation by the parties hereto, as submitted on February 8, 
1957, for our consideration, subject to the terms and conditions hereinafter 
ordered, is just and reasonable and in the public interest in carrying out the 
provisions of the Natural Gas Act and should be made effective as hereinafter 
provided and ordered. 

(2) The increased rates and charges contained in Central Kentucky’s FPC Gas 
Tariff, Fourth Revised Volume No. 1, as amended, are unjust, unreasonable, or 
otherwise unlawful under the terms and provisions of the Natural Gas Act, and 
should be disallowed as hereinafter provided and ordered. 


The Commission orders: 


(A) The settlement of these proceedings on the basis and the terms of the stip- 
ulation agreed upon by the parties thereto, and set out in appendix A hereof and 
incorporated herein, is approved and made effective subject to the conditions set 
forth below. 

(B) The increased rates and charges contained in Central Kentucky’s FPC 
Gas Tariff, Fourth Revised Volume No. 1, as amended, hereby are disallowed and 
denied. 

(C) Within 15 days from the date of issuance of this order, Kentucky Gas 
shall file tariff shects satisfactory to the Commission to be effective for sales of 
natural gas made on and after January 1, 1957, containing rates and charges as 
specified in paragraph “I” of the aforesaid stipnlation. 

(D) Central Kentucky, within 15 days from the date of issuance of this order, 
shall refund a total principal amount of $1,779,938 to its customers, in the 
amounts and manner set. forth in paragraph “E” of the said stipulation, plus 
interest at 6 percent per annum computed as agreed to by the parties to that 
stipulation and as set forth therein. Central Kentucky, within 30 days from the 
date of issuance of this order, shall report to the Commission, in writing and 
under oath, the amcunt of the refund made to each customer, showing separately 
the amount of principal and interest so paid, and shall serve a copy of such report 
upon each of the customers receiving a refund. 

(E) Kentucky Gas shall make further refunds and file reduced rates and 
charges as required, upon final disposition of the rate proceedings involving its 
supplier, United Fuel Gas Company, in docket Nos. G—2451 and G-5475, as pro- 
vided in paragraphs “G”, “H” and “I” of the above-mentioned stipulation. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be issued by the Commission in any proceeding now pending or 
hereafter instituted by or against Central Kentucky or Kentucky Gas. 
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(G) The proceedings in these dockets are terminated, subject to the terms and 
conditions contained in this order and in the attached stipulation incorporated 
herein and made a part hereof; provided, however, that such stipulation and 
the termination of these proceedings shall in no way prejudice the right of any 
party to the proceedings now pending in the United States Court of Appeals for 
the District of Columbia Circuit, or in any other proceeding instituted either in 
the Court or before the Commission, with respect to the lawfulness of the Com- 
mission’s orders issued on May 11, June 7 and July 6, 1956, on the contract 
demand rate form schedule heretofore approved and ordered in these dockets to 
be made effective us to sales of natural gas by Central Kentucky and Kentucky 
Gas. 


APPENDIX A 


CENTRAL KENTUCKY NATURAL GAS COMPANY,’ DOCKET NOS. G-—2450 
AND G-5476 


STIPULATION OF SETTLEMENT PURSUANT TO SECTION 1.18 OF THE COMMISSION’S 
BULES OF PRACTICE AND PROCEDURE 


On May 14, 1954, Central Kentucky Natural Gas Company (hereinafter re- 
ferred to as “Central’’) filed with the Federal Power Commission (hereinafter 
referred to as “Commission”) its proposed FPC Gas Tariff, Fourth Revised 
Volume No. 1 proposing, among other things, increased rates and charges. This 
filing was given docket No. G—2450. The Commission, by order issued June 4, 
1954, suspended the filing until November 1, 1954. The Commission, by order 
issued October 29, 1954, pursuant to a motion filed by Central, permitted an 
amendment reducing the rates filed May 14, 1954 (which had not become effec- 
tive) by the substitution of first revised sheets Nos. 7, 8, 15 and 16 of its FPC 
Gas Tariff, Fourth Kevised Volume No. 1 for original sheets Nos. 7, 8, 15 and 16, 
and also ordered that the suspended proposed tariff charges, together with the 
amendments, be made effective as of November 1, 1954, subject to refund, upon 
the filing by Central of an executed corporate undertaking based on the condi- 
tions in said order. Said executed corporate undertaking was filed. 

On November 4, 1954 Central filed revised sheets to increase rates. Such 
revised sheets were allowed to become effective December 15, 1954, subject to 
refund. This filing was given docket No. G-5476. 

After due notice to all intervenors, conferences were held on January 29 and 
February 6, 1957 in a hearing room of the Commission at which all parties hereto, 
including the Commission’s staff, were represented. 

At the conference held on January 29, 1957, Central presented various cost 
data for the “collection” period and a “test” period for the period commencing 
January 1, 1957, together with proposed refunds to its customers. The parties 
were also advised of the results of field investigations made by the staff of the 
Commission. At the conference on February 6, 1957, the parties present con- 
sidered all the proposals advanced by the various parties and the staff. After 
discussion and negotiation the parties hereto agree, for the purpose of settlement 
only, as follows: 

A. The Cost of Service of Central on an actual basis for the year 1955, including 
a 6% percent rate of return, applicable to Production and Transmission opera- 
tions is $24,984,159 as shown in appendix A-1l, attached hereto, of which 


2As of January 1, 1957, the transmission and storage facilities of Central Kentucky 
Natural Gas Company were acquired by Kentucky Gas Transmission Corporation (Ken- 
tucky) and Kentucky adopted as of that date Central’s tariff. 
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$21,469,799 is applicable to sales subject to the jurisdiction of the Commission. 
The total rate base applicable to production and transmission operations for 
such cost of service is $15,685,908 as shown in appendix A-2, attached hereto. 
The year 1955 and such cost of service are agreed to for purposes of settlement 
and for computing refunds from November 1, 1954 to December 31, 1955. 

B. The Cost of Service of Central on an aetual basis for the 12 months ended 
June 30, 1956, including a 644 percent rate of return, applicable to Production 
and Transmission operations, is $27,187,048 as shown in appendix B-1, attached 
hereto, of which $23,366,730 is applicable to sales subject to the jurisdiction 
of the Commission. The total rate base applicable to Production and Trans- 
mission operations for such cost of service is $16,194,313 as shown in appendix 
B-2, attached hereto. Such cost of service is agreed to for purposes of settlement 
and for computing refunds from January 1, 1956 to June 30, 1956. 

C. The Cost of Service of Central on an adjusted basis for the 12 months ended 
June 30, 1956, including a 6%4 percent rate of return, applicable to production 
and transmission operations, is $27,438,658 as shown in appendix C-—1, attached 
hereto, of which $23,609,451 is applicable to sales subject to the jurisdiction of 
the Commission. The total rate base applicable to production and transmission 
operations for such cost of service is $16,018,814 as shown in appendix C-2, 
attached hereto. Such cost of service is agreed to for purposes of settlement 
and for computing refunds from July 1, 1956 to December 31, 1956. 

D. The Cost of Service for the fixing of rates for Kentucky commencing 
January 1, 1957, (the 12 months ended June 30, 1956 adjusted to reflect known 
changes, including a 6% percent rate of return) is $27,611,132 as shown in 
appendix D-1, attached hereto, all of which (being storage and transmission 
costs) are applicable to sales subject to the jurisdiction of this Commission. 
The total rate base for such cost of service is $15,475,091 as shown in appendix 
D-2, attached hereto. This cost of service is agreed to for purposes of settlement 
and as a basis for fixing rates effective January 1, 1957. 

E. Central agrees that it will refund to its customers for the period November 
1, 1954 to December 31, 1956 the aggregate amount of $1,779,938, which was the 
excess of revenues collected over revenues which would have been collected under 
rates developed from the costs of service for the collection period, such amount 
to be divided among its customers as follows: 


Cincinnati Gas & Electric Company___._...----__--__ $1, 346, 331 
Ce OE Ca iii tien tictintntitiiscttnicntets 2, 080 
Crk TOE NE ie critic 732 
Dette Tintern Gam Cem ais ct iccictictecrmcitn 8, 265 
Kentucky Creosoting Company____.-.------_------_.- 3, 082 
ala es SI as hick cece icictieciieetitnnin 40, 260 
Richmond Water and Gas Works_-.---.------------~- 61, 283 
Union Light, Heat and Power Company_---__--------~ 322, 871 
Vanceburg Electric Light, Heat and Power Company--__ 34 


1, 779, 938 
together with interest thereon at 6 percent per annum to be computed for each 
month from the date of payment provided in the tariff to the date of the Com- 
mission’s order, provided such refund is made within 15 days of the issuance 
of such order. The above refund was computed by months using the following 
rates: 
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Demand Commodity 


(C 1,80 — 25. 
1. Nov. 1, 1954 through Dee. 31, 1955__.---------_-_- joDs-. AM maee 


| SGS-1 43¢ 
e {CDS-1 $1.80 — 26.56¢ 

2. Jan. 1, 1956 through June 30, 1956-._._.__._-_---_--- | SGS-1 43.5¢ 
‘i | CDS-1 $1.80 — 26.67¢ 

3. July 1, 1956 through Dec. 31, 1956..-.........._-- | SGS-1 43.56 


plus an allocation of the refunds received from United Fuel Gas Company for 
part of the 1954 period and for July and August of the 1956 period. Computa- 
tions showing the applicable refunds by months will be furnished each customer 
by Central when refund is made. 

F. Effective as of January 1, 1957, revised tariff sheets embodying the fol- 
lowing rates will be filed: 


bccn ndsssinSnatind, $1.80 per M. c. f. demand charge and 26.5¢ 
per M. c. f. commodity charge. 
DE ecindtcionbeeaee 43.5¢ per M. c. f. 


such rates being based upon the cost of service appended hereto as appendix 
D-1. The parties hereto request that the Commission permit Kentucky to bill 
its customers commencing January 1, 1957 at the above stipulated rates. 

G. It is agreed that any refunds and interest thereon which Central and 
Kentucky may receive from United Fuel Gas Company with respect to docket 
Nos. G-2451 and G-—5475 shall be passed on to their customers based on the 
volumetric sales for the period of such refund. 

H. Kentucky will also file revised tariff sheets, acceptable to the Commission, 
adjusting the commodity component of the agreed upon rates to reflect, pros- 
pectively, reductions in the filed rates of United Fuel pursuant to orders in 
docket Nos. G—2451 and G-—5475 as reflected in the cost of service set forth in 
appendix D-1 hereto. 

I. If, in the final determination of docket Nos. G-2451 and G-—5475, the Com- 
mission should determine as a matter of principle that the depreciation de- 
duction resulting from taking liberalized depreciation under section 167 of 
the Internal Revenue Code should be used in computing cost of service income 
taxes, it is agreed that the total cost of service shown in appendix D-1 shall 
be reduced by $28,190, and that Kentucky should make refunds for the period 
beginning January 1, 1956 on a volumetric basis to reflect such reduction in 
the cost of service applicable to jurisdictional sales and should file tariff sheets 
acceptable to the Commission reflecting such reductions in the commodity 
component of the agreed upon rates for sales on and after January 1, 1957. 

J. The parties to the proceeding further agree that the purpose of this settle- 
ment is the disposition of this proceeding only, contingent upon acceptance by 
the Commission of all terms and conditions of this stipulation and that no 
party to such settlement is bound by the use of any method which may have 
been employed in arriving at the settlement. 

This settlement is without prejudice to any findings or order which may 
have been or may hereafter be made by the Commission in any proceeding now 
pending or hereinafter instituted by or against Kentucky. 

This stipulation of settlement shall in no way prejudice the right of any 
party to the proceedings now pending in the United States Court of Appeals 
for the District of Columbia Circuit, or in any other proceeding instituted, 
either in the Court or before the Commission with respect to the lawfulness of 
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the Commission’s orders issued on May 11, June 7 and July 6, 1956 on the 
contract demand rate form in these dockets. The above described refund 
through December 31, 1956 is stipulated without regard to rate form and with- 
out contingencies arising from rate form. 


APPENDIx A-1 
CENTRAL KENTUCKY NATURAL GAS COMPANY 


Summary of production and transmission cost of service and portion applicable to 


interstate sales for resale for the year ended December 31, 1955 (collection 
period) 


_ Total | Demand Commodity 
No. 
(3) 


Operation and maintenance expenses $22, 552, 012 $6, 849,617 | $15, 702, 395 
Depreciation and amortization expenses | 357, 623 183, 563 | 174, 060 
Taxes— Other than income-.-.---- 290, 616 147, 499 | 143, 117 
Federal and State income taxes 805, 165 408, 267 | 396, 898 
Return at 6% percent............-...---.-.----------- 980, 369 497, 856 | 482, 513 
Credits to cost of service.............--- -naguaadebbaad (1, 626) (815) | (811) 


Total cost of service. ‘ 24, 984, 159 8, 085, 987 


Portion applicable to interstate sales for resale......-... | 21, 469, 799 | 6, 848, 575 | 
Estimated revenues computed using agreed rates......| 21, 464, 967 
CDS§-1: 


on OURONe 


Commodity 
SGS-1 


APPENDIx A-2 


Central Kentucky Natural Gas Company, Docket Nos. G—-2450, G-5475; rate base 
year 1955 (collection period) 
Applicable to 
production and trans- 
mission operations 


Gas utility plant $19, 058, 375 
Less reserves for depreciation and amortization 3, 466, 643 
Construction work in progress (completed) 96, 824 
I, UN I I a seaeccni danni a papememiansanamenaiel (47, 345) 
Less contributions in aid of construction 


Subtotal 15, 580, 570 
Net working capital 


Total rate base 
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ApPENpDIx B-1 
CENTRAL KENTUCKY NATURAL GAS COMPANY 


Summary of production and transmission cost of service and portion applicable 
to interstate sales for resale for the period January 1, 1956 te June 30, 1956 
(collection period) 


7 
Line Demand Commodity 


No. 
q@) (2) (3) 


| 


Applicable to the 12 months ended June 30, 1956: 
Operation and maintenance expenses..............| $24,770, $7, 508,666 | $17, 261, 936 
Depreciation and amortization expenses. 6, 188, 271 178, 732 
Taxes— Other than income... ° 145, 998 141, 747 
Federal and State income taxes... .. 401, 828 390, 560 
Return at 64 percent , 513, 575 498, 570 
Credits to cost of service (21, 414) (21, 412) 


NOP Whe 


Total cost of service 2 7, 8, 736, 924 18, 450, 124 


Portion applicable to interstate sales for resale... -- 23, 366, 730 | 7, 381, 856 15, 984, 874 
Applicable to period January 1, 1956 to June 30, 1956: 
Revenues for period July 1, 1955 to December 31, 
1955 computed with demand rates being held 

at present level—based on year 1955 cost of 

i 10, 245, 933 3, 785, 162 6, 460, 771 
Net cost of service for period January 1, 1956 to 
June 30, 1956 (Line 9—Line 13) 13, 120, 797 3, 596, 694 9, 524, 103 
Estimated revenues computed using agreed rates__-..- 13, 130, 178 | 


DS-1: 

















ApPENDIx B-2 


Central Kentucky Natural Gas Company, Docket Nos. G-2450, G-5475; rate base 
12 months ended June 30, 1956 (collection period) 
Applicable to 
production and trane- 
mission operations 
Gas utility plant $19, 556, 855 
Less reserve for depreciation and amortization 3, 540, 639 
Construction work in progress (completed) 173, 895 
Retirement work in progress (47, 001) 
Less contributions in aid of construction 72, 848 


72, 


Subtotal 16, 070, 262 
Net working capital 124, 051 


Total rate base 16, 194, 313 
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Aprenprx C-1 
CENTRAL KENTUCKY NATURAL GAS COMPANY 


Summary of production and transmission cost of service and portion applicable 
to interstate sales for resale for 12 months ended June 30, 1956 (test period) 


for determination of rates to be applied to the period July 1, 1956 to December 
$1, 1956 




















| 3 
Line | Total Demand | Commodity 
No. | 
(1) (2) (3) 
| i \ 

} | | 
1 Operation and maintenance expenses___.............-.- | $25,071, 741 $7, 230, 756 $17, 840, 985 
2 | Depreciation and amortization expenses..-.-........... | 360, 913 185, 232 175, 681 
3 | Taxes— Other than income. eaiiaiiaabaaed 284, 171 144, 208 139, 963 
4 | Federal and State income a Salient onal 763, 484 | 387, 469 376, 015 
& i Return et G6 perewms......<..:.........---. ol 1, 001, 175 | 508, 112 493, 063 
So Ee 6 Sie Se Sarre ccccccccccceccccccccecse | (42, 826) | (21, 415) (21, 411) 

| 1 — 
F.5D RI irakctnddsncndsdenccccocsnsnccuscce 27, 438, 658 | 8, 434, 362 19, 004, 296 

| _ — - 
8 | Portion applicable to interstate sales for resale... ..--.-.- 23, 609, 451 7, 134, 937 16, 474, 514 
9 | Rates for July 1, 1956 to December 31, 1956: | 

CDS-1: 
| Stik ncnccncencscesbukhn’< ee 
| Cc Commodity. on ee 


peGbamscscsansdyes sbanceapesee Se 











APPENDIX C-2 


Central Kentucky Natural Gas Company, Docket Nos. G—2450, G-5475; rate base 
12 months ended June 30, 1956 (test period) 


Applicable to 
production and trana- 
mission operations 


a Gy CR ei ee ee eh eee $19, 254, 620 
Less reserve for depreciation and amortization___._______.______-_- 3, 460, 827 
Construction work in progress (completed) —......-..__________ 173, 876 
IID: UIE, UO UU i ctercersncistntsnni eens anainaneinde (10, 526) 


Less contributions in aid of construction 


NU icsann sticiacascisbiccnatastignts ace area ghcleliala ania atenolol 15, 884, 295 
By NI: ON sien ci cs ctciecaasnsis ita ie nce siemcinnsaniniapceimaaplapipencinphedia 134, 519 


Fe: OD I casas cn ecient end cipncaonndicnciscetinanenibay 16, 018, 814 
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APPENDIX D-1 


CENTRAL KENTUCKY NATURAL GAS COMPANY! 


Summary of production and transmission cost of service for 12 months ended June 
30, 1956 (test period) 


| en to production and transmission 
all of which is applicable in interstate 
sales for resale 





Total Demand Commodity ? 


(1) (2) (3) 


Operation and maintenance expenses .--_---. ----| $25, 161, 208 $7, 350,928 | $17,810,370 
| Depreciation and amortization expenses... -............} 474, 979 237, 490 237, 489 
| Taxes— Other than income.- . 273, 208 136, 553 136, 655 
| Federal and State income taxes_....--- Jia 746, 816 373, 390 373, 426 
| Return at 644 percent iesaindnacariigenie 967, 193 483, 578 483, 615 
| Credits to cost of service we (42, 813) (21, 406) | (21, 407) 
| F. P. C. Regulatory Commission expense._...........| 30, 451 14, 056 | 16, 395 
| 


Total cost of service-_-.-.- See See 8, 574, 589 


oO @ Nouraonre 


| Revenue computed using agreed rates (CDS-1, $1.80 | 
| demand—26.5¢ commodity, SGS~1 43.5¢) | 27,616, 655 | 
| | 


1 As of January 1, 1957, Kentucky Gas Transmission Corporation acquired the Storage and Transmission 
property of Central Kentucky Natural Gas Company. 
2? Annual volumes (M. c. f.) during test period are 68,875,779 


APPENDIX D-2 


Central Kentucky Natural Gas Company,’ Docket Nos. G—2450, G-5475; rate base 
12 months ended June 30, 1956 (test period) 


Applicable to 
production and trans- 
mission operations 


Gas utility plant $18, 424, 212 
Less reserves for depreciation and amortization 3, 329, 299 
Construction work in progress (completed) 173, 645 
Retirement work in progress (10, 471) 
Less contributions in aid of construction 72, 848 

Subtotal 15, 185, 239 
Net working capital 


Total rate base 


1As of Jan. 1, 1957, Kentucky Gas Transmission Corporation acquired the Storage and 
Transmission Property of Central Kentucky Natural Gas Company. 


506455—59——_28 
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TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-9331 
AND G-9448 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AUTHORIZING ADDITIONAL SERVICE TO EXISTING CUSTOMERS UNDER SECTION 7 (8) 
OF THE NATURAL GAS ACT 


Issued January 25, 1957* 
Syllabus 





1. There is no requirement in law that every contention advanced by the many 
parties, respecting the numerous issues which come before the Commission, 
be ruled on seriatim and specific findings made on each. P. 415. 

2. Commission issues a certificate of public convenience and necessity to Ten- 
nessee Gas authorizing the sale of natural gas in interstate commerce to 
various customers. P. 416. 

W. C. Braden, Jr., John D. Lane, Harry 8. Littman, Jack Werner, and Dale 

Wright for Tennessee Gas Transmission Co. 

William J. Grove, Alvin A. Kurtz, E. B. Blackmon, and Agnes Mae Wilson 
for staff of the Federal Power Commission. 





Law, Presidiny examiner: Each of these consolidated proceedings is based 
upon an application by Tennessee Gas Transmission Company (Tennessee) to 
deliver additional volumes of gas to certain existing customers. By its appli- 
cation of September 16, 1955 as supplemented November 16, and December 16, 
and 22, 1955, in docket No. G-9331, Tennessee proposes to deliver additional 
peak day volumes to certain existing customers during the winter season ending 
April 30, 1956. By its application filed October 10, 1955, in docket No. G-9448, 
Tennessee proposes to deliver additional peak day volumes to certain existing 
customers during the winter season ending April 30, 1937, and in addition 
proposes to deliver to certain existing customers additional contract volumes 
of natural gas. 

After due notice of the application and hearing date, a one day hearing ses- 
sion of the proceeding in G-9331 was held on May 24, 1956, at which time, upon 
motion of staff counsel, the hearing was recessed to further notice. 

By Commission order issued February 17, 1956, the proceding in docket No. 
G-9448 was consolidated for hearing with certain other applications of Tennessee, 
Midwestern Gas Transmission Company (Midwestern), Iron Ranges Natural Gas 
Company (Iron Ranges) and Central Wisconsin Gas Company (Central Wis- 
eonsin). The consolidated hearing in the above-entitled cases was commenced 
on February 14, 1956 and when hereinafter referred to will sometimes be de- 
scribed as G-9451, that docket number being one of the Midwestern proceedings 
included in the consolidated dockets and being the basic docket number used in 
the transcript and other documents of those consolidated proceedings. 

The hearing in G-9451 was held before another hearing examiner and later 
recessed, subject to the call of the Commission, after much direct testimony in 
the various proceedings had been taken, including testimony in G—9448. 

On June 1, 1956, the Commission’s Secretary issued a notice of severance of 
docket No. G-9448 from the proceedings in the aforesaid G—9451 consolidations. 
At the same time the Secretary consolidated G-9448 with the previously recessed 
hearing in docket No. G—9331, since it appeared that common questions of law 
and fact with respect to the proposals to deliver additional peak day volumes 
















1 Initial decision became the final decision and order of the Commission by order of the 
Commission issued March 11, 1957, infra, p. 414. 
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during the 1955-56 and 1956-57 winters were involved in the proceedings. On 
June 7, 1956, Northern Natural Gas Company (Northern), one of the intervenors, 
filed a motion to amend or vacate the notice of severance issued June 1, 1956 
and hereinbefore described. On June 13, 1956, the Commission issued an order 
denying Northern’s motion to amend or vacate the said notice of the Secretary 
and providing that the hearing of G—-9331 and G—9448 (as consolidated) should 
ibe held beginning June 19, 1956. 

The undersigned presiding examiner who had theretofore presided in the 
earlier one day hearing in G—9331 was designated to preside in these consolidated 
proceedings. The hearing continued with one short recess until July 20, 1956 
at which time it concluded. Briefs were subsequently filed by various parties, 
in accordance with the direction of the presiding examiner. 

On October 23, 1956, Tennessee and New York State Natural Gas Corporation 
(New York State Natural), which is a customer and an intervenor, filed with 
the examiner a joint motion to reopen these proceedings, for the purpose of 
receiving in evidence an agreement made by Tennessee and New York State 
Natural subsequent to the conclusion of the previous hearing session. No ob- 
jection having been filed within 10 days to the joint motion above described and 
it appeared that the public interest would best be served by granting said motion, 
the presiding examiner directed that the consolidated proceeding should be recon- 
vened for further hearing on November 29, 1956, and that an opportunity shouid 
be given to all interested parties to present any further argument which they 
might wish to present relating to new evidence and its effect upon the matters 
involved in these proceedings. After due notice the reconvened hearing, together 
with the oral argument, was held and concluded on November 29, 1956. 

The G—9331 proceeding did not reach the state of hearing until the expiration 
of the period during which the proposed additional peak day service was to be 
rendered and such service was rendered during such period by virtue of a tem- 
porary authorization by the Commission. The question of service during the 
winter ending April 30, 1956, is for all practical purposes moot. It may be noted 
however that during the course of the hearing none of the customer companies 
who were intervenors in the proceeding questioned the propriety and lawfulness 
of the service rendered under and by virtue of the temporary authorization 
granted by the Commission in G-9331. For these reasons it is hereinafter found 
that the service so rendered in the 1955-56 season by Tennessee by virtue of said 
temporary authorization appears to have been justified and in the public interest. 

In addition to many of those customer companies to whom Tennessee proposed, 
in its G-9331 and G-9448 applications, to furnish additional service the right of 
intervention in one or both of these consolidated proceedings was granted to some 
other customers of Tennessee (including New York State Natural and certain 
distributing companies in the New York City area), as well as to the various 
coal and railroad interests who might have some interest in the proceedings. 
Notices of intervention were filed by the New York State Public Service Com- 
mission and by the Tennessee Public Service Commission. 

Certain prospective customers of Tennessee or a subsidiary of Tennessee under 
one Or more of the applications formerly consolidated with G—9448 (and sub- 
sequently divorced therefrom by the Secretary’s notice of June 1, 1956 and the 
Commission’s order approving the said notice, issued June 13, 1956) did not 
participate in the consolidated proceedings. Counsel for Northern Natural Gas 
Company (Northern), Natural Gas Pipe Line Company of America and its 
affiliate, Texas-Illinois Natural Gas Pipe Line Company (jointly referred to 
hereinafter as “Natural”) and Panhandle Eastern Pipe Line Company (Pan- 
handle) entered appearance and made brief statements to the effect that their 
interest was limited to their opposition to any attempt of Tennessee to tie or 








408 FEDERAL POWER COMMISSION 













































relate the proposed additional service in any manner to the proposals for addi- 
tional facilities, included in dockets other than G-9448 formerly consolidated 
therewith. None of these competing companies cross-examined witnesses, pre- 
sented evidence, filed briefs or asked to be heard in oral argament, although some 
of their counsel were present at times, during the hearing sessions. 


PROPOSED SERVICES AND FACILITIES 


Tennesse’s application in docket No. G—9331 proposes to render peak service 
to certain existing customers during the winter season ending April 30, 1956. 
Service has been rendered under temporary authorization. No question as to 
the need or advantage of the service rendered has been raised here. It is pos- 
sible to determine from the record that the extra service rendered was both 
necessary and desirable from the standpoint of distributing utilities and (in a 
financial sense) from the standpoint of Tennessee. 

Tennessee’s application in docket No. G—9448 requests authority to increase 
sales to existing contract demand and general service customers beginning with 
the 1956-57 winter in the following amounts, representing proposed additional 
maximum day service of contract volumes computed in M. c. f. at 14.73 pounds 
per square inch absolute (p. s. i. a.): 


Contract Demand: 





ON INE, en i ee undue aaabiaeial 20, 400 
Manufacturers Light and Heat Company___--------------------~-- 10, 200 
ee Be a ee 1, 020 
rN I eas ila tne ieee 7,140 


United Natural Gas Company 


Total contract demand customers____._._.-..-....--.------_--. 59, 160 





General Service: 


Alabama-Tennessee Natural Gas Company_----------------------- 8, 833 
NII IRIN, |S OD cn esences assis car giesainin easements enaeasinpaeiith 112 
r= aT, WI a sa cctessaie mre ticetanegp reappear 294 
RII AIL, UII OID icra cscoroascaceseqgicoenceigedannntahabianinsmennbqeéninanmeneiegbebaneees erie 26 
TEI, III: ONE UP catego gicccmnpercnteinpen divetaquiciomemabinbeabaesgetiacineeles 82 
Ie NE OI ssh chance nn cabana apap 4, 036 
aan IEE” SUP CE. .«cac aeancaiindngap een iaciin cheese namticaf aennaceesineenneiatermanel 233 
New Albany and Ponototoc, Miss. (cities of) __---_--..------------- 383 
INN, TROIS, RRO FI ics sac caacmnpuianiinas cbapinvgpeioaliah ghcigptaiinininepabmeiaseaneaias 92 
Ripley, Boonesville and Baldwyn, Miss. (cities of) -...-__-----__--__ 347 
TURE RIEU SOUR BNO, i cscs steerer anseeorneneneiasinnsiien 13, 752 
APE RD SO IO SI so iociicicnntbemannsmemigganstnmanmgenmentaaees 1, 414 


Westfield Gas & Electric Light Department (city of) -.._-._.-------- 
EE I TED COT a a iasiniciccicrerts eeepc ieneionnanentneni 29, 845 
Grand total 


Bach of such customers has entered into a precedent or letter agreement with 
Tennessee for such service beginning with the 1956-57 winter. 

Tennessee also seeks authority in docket No. G-9448 to render “peak service’ 
to 14 of its existing general service customers for the 1956-57 winter ending April 
30, 1957, in the following amounts over and above the presently authorized maxi- 
mum daily quantities, said maximum daily quantities being computed on the 
same basis of M. c. f at 14.73 p. s. i. a. 
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General Service Customer : 

Berkshire Gas Company (The) : 

North Adams 

Pittsfield 
Blackstone Valley Gas & Electric Company 
Connecticut Gas Company (The) : 

Norwalk 

Winsted 
Connecticut Power Company (The), Torrington 
Fitchburg Gas & Electric Light Company 
Greenwich Gas Company (The) 
Haverhill Gas Company 
Holyoke Gas & Electric Department (city of) 
Housatonic Public Service Company, Shelton 
Lake Shore Pipe Line Co.’ 
Lynn Gas & Electric Company 
New Britain Gas Light Company (The) 
Springfield Gas Light Company 
Worcester Gas Light Company 


25, 511 


1The peak service for Lake Shore is in addition to the presently authorized maximum 
daily obligation and the increase in this maximum of 4,036 M. c. f. sought in this pro- 
ceeding. 


Tennessee also proposes to deliver peak service gas to general service customers 
other than the 14 specified above, where the authorized maximum daily quantity 


will not be exceeded by the delivery of such peak service gas for the 1956-57 
winter season. The proposed peak service will be hereinafter discussed in 
greater detail. 

In order to render the additional service proposed in docket No. G—9448 
other than peak service), Tennessee seeks authorization to construct and operate 
13,940 compressor horsepower and 162 miles of main line loops as follows: 


Station Horsepower 
TiO; SE CU): Ba, iia ect ccnintiiicitndnnictindits 1, 400 
No. 507 (addition) Kinder, La 
No. 811 (addition) Extension, La 
No. 820 (addition) Isola, Miss 

. 828 (addition) New Albany, Miss 
No. 833 (new) Maddox, Tenn 


Main line Loop: 


Location 


Kentucky 
Ohio and Pennsylvania 


These proposed facilities will increase the design day system capacity by 
64,000 M. c. f., from 1,836,000 to 1,900,000 M. c. f., and are required to enable 
Tennessee to render the additional contract demand and general service de- 
liveries proposed in Docket No. G-9448. The increase in maximum day deliver- 
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ability of 89,005 M. ec. f. (being greater than the 64,000 M. ec. f. increase in design 
day capacity) results partly from increased use of storage. In addition, the 
proposed increase in sales to Lake Shore Pipe Line Company will be provided 
from the 15,308 M. c. f. of unallocated design day capacity which is available 
on Tennessee’s system. 

THE ISSUES 


The primary issues involved in this proceeding are of course the physical 
ability of Tennessee to construct the additional facilities and provide the addi- 
tional services proposed. This requires a showing of the adequacy and de- 
liverability of Tennessee’s natural gas reserves, the applicant’s financial ability 
to construct such new facilities as are required and the adequacy of the said 
facilities for the additional service for which they are required. It is also 
necessary to show that the additional services can be rendered without impair- 
ing service to any existing customers of Tennessee. Such impairment could 
result from changed physical circumstances or from the comparative cost to 
customers of gas service which might become discriminatory. 

In the G-9448 proceeding New York State Natural raised another important 
issue of law and fact, which was apparent from the opening statement of counsel 
that delivery of natural gas by Tennessee and New York State Natural under 
contract for the joint development of a certain gas storage pool known as the 
Harrison pool had not been fully made in the manner set forth in the said 
storage agreement. New York State Natural and Tennessee were in disagree- 
ment as to who was responsible for the delay in filling the Harrison storage 
pool, each of these parties attempted to lay the blame at the other’s door. 

An issue as to the form of the rate for peaking services was raised by staff 
counsel. The staff argued that permanent provisions for peaking service should 
be made rather than a new provision for such service in each year as has now 
happened in G—9331 for the 1955-56 winter season and in G—9448 for 1956-57 
winter season. In the brief submitted by staff counsel, it is further suggested 
that the peaking might be provided for by a modification of the existing rates 
without provision for any special rate and that this would be more logical 
and desirable than the proposed peaking service rate. The Columbia System 
argued on the other hand that neither the 1955-56 experience of Tennessee’s 
peaking service nor the information available as to probable 1956-57 results were 
adequate to show that the proposed rate per M. ¢c. f. for natural gas sold under 
the peaking services schedules were equitable to other customers of Tennessee 
not eligible to receive natural gas under the peaking service rate schedules. 


THE EVIDENCE 


The applicant placed in evidence, as part of its proof in docket No. G—9448, 
gas purchases contracts covering some two trillion cubic feet of gas reserves 
over and above those previously submitted in other Tennessee certificate pro- 
ceedings. The adequacy of the total reserves of Tennessee (past and present) 
was not disputed in these proceedings. It also appears that Tennessee has, in 
these proceedings, shown sufficient increased deliverability to provide for the 
increment maximum day contract and winter peaking requirements for which 
a certificate is here sought, so that the authorization hereinafter granted will 
not serve to shorten the period during which deliverability can be maintained. 

Tennessee also presented evidence that the cost of the facilities proposed to 
be constructed for the G—9448 additional service other than peaking service is 
$30,399,503 : $10,061,563 of this amount is for gathering facilities required in pick- 
ing up the new gas reserves and the balance represents cost of additional 
transmission facilities shown by the application in G-9448. The record shows 
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the proposed method of financing and demonstrates the feasibility and salesabil- 
ity of the proposed additional securities. 

A statement of estimated revenues, expenses and income presented by Ten- 
nessee satisfactorily establishes the economic feasibility of the proposed sales 
and of the additional facilities proposed in docket No. G-9448. The estimated 
rates of return for the incremental sales and facilities are 7.05 percent in 1957, 
6.80 percent in 1958, and 6.85 percent in 1959. While some evidence was pre- 
sented by the Applicant as to the volumes of gas to be sold in the 1956-57 winter 
season under the proposed PS-G rate of 70 cents per M. c. f., no showing was 
made as to the cost of performing such service, from which it might be possible 
to determine whether this rate might or might not, on a long term basis, be 
unduly favorable to some of the customers of Tennessee and result in discrimi- 
nation against other customers or classes of customers. 

It is impossible at this time to make any clear determination as to the ade- 
quacy of the proposed peaking service rate or to determine whether such rate 
in fact results in discrimination for or against any class of customers of Ten- 
nessee. The lack of evidence makes it impossible at this time to pass upon the 
propriety of the proposal of the Commission’s staff that a single rate be set up 
which would cover the peaking service as well as the present general service 
rendered by Tennessee to various utility companies purchasing gas from Tennes- 
see for retail distribution. 

In docket Nos. G-9331 and G-—9448 this Commission has been placed in the 
position as being required to pass upon the authorization of the winter peaking 
service without having before it any figures from which the comparative cost for 
such service could be determined. It is apparent that with 2 years experience 
of such service the Applicant herein should be in position to present some evi- 
dence as to the cost of this peaking service. It is therefore hereinafter found 
that the public interest requires submission to the Commission by Tennessee of 
information as to the cost of the peaking service deliveries at the earliest pos- 
sible date after the conclusion of such deliveries in docket No. G—9448 on 
April 30, 1957. 

Until such time as it is possible to determine by zones and with some degree 
of accuracy the cost of service of the gas volumes delivered under the PS-G rate 
schedule of Tennessee, it is not possible to estimate the possible future effects 
upon the revenues of Tennessee which may result from an indefinite continuance 
of this type of service in future winter seasons. In so far as the 1956-57 season is 
concerned the availability provisions of the PS-G rate would, for all practical 
purposes, limit its application to the customer companies for which a certificate 
is here requested and to the amounts hereinbefore listed. If however, the serv- 
ice becomes (as was indicated during the hearing) a permanent feature of 
Tennessee’s service to its general service customers, there is some indication 
that some companies, with a low load factor and a rapidly growing peak de- 
mand, might be able to juggle future peak deliveries between general-service gas 
and peak-day service gas (taking advantage of the provision that PS-G de 
liveries may equal 50 percent of the general service deliveries on any day) in 
a manner which not only would reduce the costs of the customer’s gas supply 
but might also have the effect of reducing Tennessee’s revenues from service to 
such customers to a point where the service to the said customers would not 
provide its equitable share of the revenues of Tennessee. In this event service 
to other customers would either be impaired or made more costly than is fair 
or reasonable to such other customers. On the other hand, it appears possible 
that experience may prove a 70 cent rate (or one proportional thereto in the 
event of future general rate increases) to be unreasonably high and unfair to 
customers with a fairly high and stable load-factor, who may be entitled to this 
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type of service. There is also some question whether the maintenance of a 
uniform rate for such service in all zones is equitable or in the public interest. 

After the filing of figures showing the cost of peaking service (rate schedule 
PS-G) rendered by Tennessee, the Commission will be better able to determine 
the fairness of the rate proposed for such service on a permanent basis. The 
Commission will also, with this information before it, have a starting point for 
a determination as to whether the service should be continued under one or 
more PS-G rates in the various zones or whether such service should more 
properly be rolled into and made a part of the general service, with such modi- 
fication of the general-service rate in each zone as may appear desirable. Since 
it appears, that increased volumes of gas for peaking service will become avail- 
able (as Tennessee continues to develop the storage facilities in which it has 
acquired an interest and a share of the available storage space), this problem 
promises to become more important as each year passes. 

At the reopened hearing on November 29, 1956, there were placed in evidence 
two documents dated October 4, 1956. The first of these documents is a tempo- 
rary operating agreement for the Harrison storage pool by and between Ten- 
nessee and New York State Natural. The second document is a gas sale contract 
for storage service entered into by Tennessee and New York State Natural. As 
a result of the new agreements between Tennessee and New York State Natural, 
the previous plan and arrangement for the supply of natural gas by Tenneessee 
to New York State Natural’s Harrison storage pool is so modified as to remove 
any conflict between the proposed deliveries for storage and the requirements 
of Tennessee’s peaking service proposed in docket No. G—9448. 

As a result of the two new contracts or agreements entered into by Tenneessee 
and New York State Natural, the latter company has withdrawn its previously 
stated objection to Tennessee’s G—9448 proposal. The arrangements between 
Tennessee and New York State Natural for storage gas have been heretofore 
authorized in another proceeding. The two contracts entered into on October 
4, 1956 have the effect of legalizing the postponement of storage gas delivery 
by Tennessee to New York State Natural which has already occurred or which 
has been made inevitable by the past action or inaction of the two parties to 
the storage arrangement. It is therefore neither necessary or proper to enter 
into any further explanation here of the storage changes resulting from the 
two agreements of October 4, 1956. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) Tennessee Gas Transmission Company (the applicant in this proceed- 
ing), a Delaware corporation with its principal place of business at Houston, 
Tex. and operating an interstate natural gas transmission pipeline between 
Texas and Louisiana and markets in the New England States, is and has here- 
tofore been found to be a “natural-gas company.” 

(2) By its application in docket No. G—9331, filed September 16, 1955 (as 
subsequently supplemented), the applicant sought authorization to sell and 
deliver additional volumes of gas for peak service, subject to the jurisdiction 
of this Commission, as more fully set forth in its said application, during the 
1955-56 winter season, and in addition proposed to increase its permanent 
daily maximum allocation of gas to the Berkshire Gas Company by 32 M. ec. f. 
per day for service to Pittsfield, Mass. 

(3) The proposed peaking service and the increased service to the Berk- 
shire Gas Company covered by the application in docket No. G—9331 have been 
heretofore rendered under temporary authorization granted by this Commission. 
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(4) The furnishing of peak day service to various general service customers 
by the applicant and the increased service to the Berkshire Gas Company as 
requested by the applicant are in accordance with the rules and regulations 
of this Commission and have been required by the public convenience and 
necessity. 

(5) By its application filed October 10, 1955, in docket No. G—9448, the ap- 
plicant proposed to deliver additional peak day volumes to certain existing 
customers for the 1956-57 winter season ending April 30, 1957, and to deliver 
additional maximum contract volumes to general service and contract demand 
customers in the future, the names of the said customers and the additional 
volumes to be supplied for both the said winter peaking service and the said 
additional maximum contract volumes being set forth in the said application, 
as amended during the course of the hearing. 

(6) By the said application in docket No. G-9448, the applicant also seeks 
authorization to construct certain additional facilities, more fully described in 
the said application, which said additional facilities are required for the de- 
livery of the proposed additional daily maximum volumes to contract demand and 
general service customers of the applicant. The estimated cost of the proposed 
facilities of the applicant is $30,399,503, of which amount $10,610,563 is for 
gathering facilities required for delivery of additions to the overall gas reserves 
into the transmission system of the applicant. 

(7) The proposed facilities are adequate for the service performed, their 
economic and engineering feasibility has been established, and the applicant 
is able and willing properly to do the acts and perform the’ service proposed, 
and to conform to the provisions of the Natural Gas Act and the requirements, 
rules and regulations of the Commission thereunder. 

(8) The present and future public convenience and necessity require that the 
services, sales, operation, construction and extensions proposed by the applicant 
in docket No. G—9448 be authorized. 

(9) The public interest requires that the applicant submit to the Commission, 
not later than June 15, 1957, a detailed statement showing the cost to applicant 
of the peaking service rendered to General Service customers of Tennessee in 
each rate zone where such service has been rendered, both under the temporary 
authorization granted by this Commission in docket No. G-9331 and under the 
authorization granted by this Commission in docket No. G—9448. 


ORDER 


Wherefore, it is ordered, subject to the right of review by the Commission on 
appeal, or upon its own motion, as provided in its rules of practice and procedure, 
that: 

(A) A certificate of public convenience and necessity be and the same is issued 
to Tennessee Gas Transmission Company in docket No. G-9448 authorizing the 
sale of natural gas in interstate commerce for winter peaking service by the 
applicant to various General Service customers as more fully described in the 
application as amended, and additional maximum daily contract volumes to cer- 
tain general service and contract demand customers as more fully described 
in the applications as amended, together with the construction and operation of 
the facilities necessary therefore as more fully described in the application and 
the findings heretofore made, upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) shall be accepted in writing and 
under oath by applicant within 30 days from the issuance of this order. 

(C) The certificate issued herein is not transferable and shall be effective 
only so long as the applicant continues the respective acts or operations thereby 
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authorized, in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

(D) The applicant shall, within 45 days from the issuance of this order, 
complete the facilities for which authorization is here granted and file with 
the Commission a statement showing the date of such completion. 

(E) The grant of the certificate herein shall not be construed as a waiver of 
the requirements of section 4 of the Natural Gas Act, or of section 154 of the 
Commission’s rules and regulations thereunder, requiring the filing of rate 
schedules for the services herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against 
the Applicant, provided, however, that no change or adjustment shall be re- 
quired in the temporary peaking service rate schedule made effective by the 
Commission’s order of December 18, 1956. 

(F) The applicant shall on or before June 15, 1957, submit to the Commis- 
sion a detailed statement showing the cost to the applicant of the peaking serv- 
ice rendered to General Service customers of Tennessee in each rate zone where 
such service has been rendered, both under the authorization heretofore granted 
by the Commission in docket No. G-9331 and under the authorization granted in 
docket No. G-9448. 




























GLEN R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 





ORDER MODIFYING AND ADOPTING EXAMINER'S DECISION ISSUING CERTIFICATES OF 
PUBLIC CONVENIENCE AND NECESSITY UNDER SECTION 7 (@) OF THE NATURAL 
GAS ACT 









Issued March 11, 1957 























On January 25, 1957, the presiding examiner issued an initial decision in the 
above-entitled proceedings, determining that a certificate of public convenience 
and necessity should be issued to Tennessee Gas Transmission Company (Ten- 
nessee Gas) authorizing Tennessee Gas, inter alia, to (a) make increased sales 
aggregating some 89,000 M. c. f. of gas per day to existing contract demand 
and general service customers; (b) render peak service aggregating 25,511 
M. ec. f. to 14 of Tennessee Gas’ existing General Service customers for the 
1956-1957 winter season; and (¢c) construct and operate facilities to enable 
such service, consisting of some $20,337,940 of main-line facilities and additionally 
some $10,061,563 of facilities referred to by the presiding examiner as “gathering” 
facilities,’ to transport the gas from the fields to Tennessee Gas’ main pipeline 
facilities, all as more fully specified in the presiding examiner’s decision. 
Lake Shore Pipe Line Company (Lake Shore), which is the only party except- 
ing to the presiding examiner’s decision, advances two basic contentions. 
First, it is said that the presiding examiner’s authorization of some $5,732,000 
of facilities for transporting gas from certain south Louisiana fields is unsup- 
portable since opposing arguments of Lake Shore were not passed on, and 
subsidiary findings and support in the evidence are lacking, particularly regard- 
ing whether Tennessee Gas will be able to absorb the additional reserves taken 
through the south Louisiana facilities without incurring take-or-pay-for penalties. 
Second, like contentions of a lack of subsidiary findings and evidential support 
are advanced respecting the presiding examiner’s authorization of the main-line 


1 No question exists as to Commission jurisdiction over these facilities. 
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facilities, it being argued additionally that those facilities are not shown to 
be necessary for the deliveries proposed, their real justification lying, it is said, 
in Tennessee Gas’ need to develop storage fields permitted to lag in a manner 
inconsistent with Commission authorizations already agreeable to the authori- 
zation of the main-line facilities, if conditioned on Tennessee Gas’ submitting 
a diagram showing the maximum capabilities of all segments of its pipeline 
system; a flow diagram of the peak day of deliveries during the 1956-1957 
winter; and a tabulation showing volumes of gas injected into Tennessee Gas’ 
storage fields; and additional information related to the foregoing. Lake Shore 
also requests again certain other conditions first requested in its initial brief. 

We have fully considered Lake Shore’s exceptions but conclude that they 
and the conditions requested by Lake Shore should be denied. The presiding 
examiner determined that the requirements of public convenience and necessity 
with respect to gas supply, markets, economic feasibility, financing, and the like 
all are met, and his determinations are supported by substantial evidence. 

As to the alleged failure of the presiding examiner to pass upon the conten- 
tions made by Lake Shore in its initial brief, and to make the requisite findings, 
there is no requirement in law that every contention or even most of the con- 
tentions advanced by the many parties respecting the numerous issues in the 
lengthy and involved proceedings which come before us, be ruled on seriatim and 
specific findings made on each. It is sufficient in law that findings and con- 
clusions—as well as the reasons or basis therefor—be made on all the material 
issues raised by each case. See, e. g. Public Utilities Commission of the State 
of Connecticut v. F. P. C., 205 F. 2d 116, and cases there cited. By a parity of 
reasoning, it would appear necessary to rule seriatim on the contentions of the 
parties only to the extent involved in making the requisite findings. 

As to this particular case, we conclude that the findings required by law to 
support the presiding examiner’s determinations were made and we find them 
to be supported by the record and adopt them as our own. It may appropriately 
be added, however, in regard to gas supply, that the record establishes that the 
additional supplies of south Louisiana gas, the facilities for which Lake Shore 
opposes, Would be used and are necessary to meet the system-wide requirements 
of Tennessee Gas. As to the need for Tennessee Gas’ main-line facilities, the 
record clearly establishes that the additional facilities are needed on account 
and for the purpose of meeting the service proposed in these proceedings, regard- 
less of the situation with respect to Tennessee Gas’ storage program. As to the 
information which Lake Shore would have Tennessee Gas submit, in view of 
the fact that much of the requested matter is already in the record in this 
case and the further fact that considerable of it has no relevance in deciding the 
issues in this case, we consider that this and the other conditions requested 
hy Lake Shore should be denied. 

Finally, we conclude it is in the public interest that finding (9) and ordering 
paragraph (F) of the initial decision of the presiding examiner be modified to 
provide (1) that the detailed statement required thereby shall include the 
method and basis of derivation of the 70 cents per M. c. f. peaking gas rate of 
Tennessee Gas; (2) that Tennessee Gas to the extent it desires may refer spe- 
cifically to appropriate data submitted in its rate increase application suspended 
ir docket No. G—11980, in lieu of separately supplying information required under 
the above-mentioned paragraph (F) ; and (3) that the date of submittal of such 
detailed statement shall be on or before June 1, 1957, in substitution for on or 
before June 15, 1957, as provided under the above-mentioned paragraph (F), 
in view of the permission being granted for utilization of the data contained in 
the above rate increase application. The presiding examiner’s decision should 
be modified to this extent and our order will so provide. 
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The Commission further finds: 


Such exceptions, specifications of error and contentions contained in the above- 
described exceptions as are not specifically disposed of in the foregoing are 
without substantial support in evidence or reasonable basis in law or are im- 
material to the correct decision of this case and should be denied. 





The Commission orders: 





(A) The initial decision of the presiding examiner issued in the above-entitled 
proceedings on January 25, 1957, is hereby modified, in respect of finding (9) 
and ordering paragraph (F), to provide (1) that the detailed statement required 
under the said paragraph shall include the method and basis of derivation of 
the 70 cents per M. ec. f. peaking gas rate of Tennessee Gas; (2) that Tennessee 
Gas to the extent it desires may refer specifically to appropriate data submitted 
in its rate increase application suspended in docket No. G—11980, in lieu of 
separately supplying information required under the above-mentioned para- 
graphs; and (3) that the date of submittal of such detailed statement shall be 
on or before June 1, 1957, in substitution for on or before June 15, 1957, as pro- 
vided under the above-mentioned paragraph (F). 

(B) As modified in paragraph (A) above, the initial decision of the presiding 
examiner issued in the above-entitled proceedings on January 25, 1957, is hereby 
adopted as the decision of the Commission as of the date of issuance of this 
order; and the exceptions thereto filed by Lake Shore Pipe Line Company are 
denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 












MINNESOTA POWER & LIGHT COMPANY, DOCKET NO. E-6727 








SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS AND 


TERMINATING PRIOR AUTHORIZATION TO ISSUE PROMISSORY NOTES 


Issued March 11, 1957 


By order issued March 1, 1957, 17 F. P. C. 368, in the above-entitled matter, 
the Commission authorized Minnesota Power & Light Company (Applicant) to 
issue and sell through competitive bidding $12,000,000, principal amount of first 
mortgage bonds, series due 1987, subject to the provisions among others as set 
forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to com- 
pliance with competitive bidding requirements and section 34.2 (k) (4) of 
the rules relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegram as contemplated by section 34.9 of the rules; 

(ii) The Commission shall have approved the price to be received by 
applicant for the bonds and the interest rate thereof, by a further order. 
That order also authorized applicant to issue, in the alternative, $8,000,000, 
principal amount of promissory notes if for any reason, the aforementioned 
bonds are not sold subject to the provisions among others as set forth in 
paragraph (C) of that order reading as follows: 

(C) The authorization herein contained to issue $8,000,000, principal 
amount, of notes shall terminate in the event that the Commission shall by 
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further order, as referred to in paragraph (B) above, approve the price to 
be received by applicant for the bonds and the interest rate thereof. 
Applicant on March 11, 1957 filed an amendment pursuant to the requirements 
of the aforementioned Commission order setting forth that it proposes to accept 
as representing the lowest annual cost of money to it, the joint bid of Shields & 
Company and Equitable Securities Corporation to purchase the proposed issu- 
ance of bonds at the price of $101.7599 with an interest rate of 4% percent. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the aforementioned Commission order and under the bid it proposes to 
accept for the bonds the price to be received by applicant therefor, and the 
interest rate thereof are approved as reasonable. 

(2) The proposed issuance of bonds as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility, and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
services. 

The Commission orders: 


(A) The price to be received by applicant for the proposed bonds and the 
interest rate thereof under the bid referred to above, are approved as reasonable. 

(B) The proposed issuance and sale of bonds, referred to above, upon the 
terms and conditions and for the purposes specified in the application as supple- 
mented by the amendment referred to above be and the same hereby are 
authorized subject only to the provisions of paragraphs (D) and (E) of the 
aforementioned Commission order. 

(C) The authorization granted by the aforementioned Commission order to 
issue $8,000,000, principal amount of promissory notes be and the same hereby 
is terminated. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, ET AL., DOCKET 
No. G—10800, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY * 


Issued March 12, 1957 


Northern Natural Gas Company (Northern), a Delaware corporation with its 
principal place of business at Omaha, Nebr., filed an application on July 24, 1956, 
pursuant to section 7 of the Natural Gas Act for authority to construct and oper- 
ate natural gas facilities as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the application. 


= * . * * - * 


Northern proposes to construct and operate approximately 2.5 miles of 4%4-inch 
O. D. and 0.8 mile of 65g-inch O. D. lateral supply pipeline together with tap, 
dehydration unit, and appurtenances, to enable it to receive natural gas from 
Shamrock as described above. The estimated total initial cost of the facilities 
proposed by Northern is $60,000, and will be financed from its company funds. 


21 Omitted portions of this order relate to the issuance of independent producer certificates. 
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The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 28, 1957, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) Northern Naural Gas Company is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued April 14, 1943, in docket No. G—280 (3 F. P. C. 967). 

ae eg * * a * a 

(3) The facilities proposed by Northern in docket No. G—10800 will be used 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its existing pipe- 
line system, and subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act. 

* oe * ah * a « 

(5) The parties to this proceeding are able and willing properly to do the 
respective acts and to perform the service proposed by each and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules, and regula- 
tions of the Commission thereunder. 

(6) The operation of the facilities proposed by Northern in its application in 
docket No. G—10800 are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered. 

= + * + * * 


(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1) (8) (4) and (e) of section 157.20 
of the Commission’s general rules and regulations, including the rules of prac- 
tice and procedures, should attach to the issuance of the certificate referred to in 
paragraph (6) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure, was unopposed by any party of record and, not hav- 
ing been denied by the Commission, is granted pursuant to section 1.30 (c) (1) 
of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Northern Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in its application in 
docket No. G-10800 in this proceeding and the exhibits appended thereto, for 
the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

ca a * ca * . > 
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(C) The certificates issued herein shall be deemed accepted and of full foree 
and effect, unless refused in writing and under oath by the respective applicants 
within 30 days from issuance of this order. 

(D) The certificates are not transferable and shall be effective only so long 
as the respective applicants continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and applicable rules, 
regulations, and orders of the Commission. 

x * * * ~ * oo 


(EF) The general terms and conditions set forth in paragraphs(b), (c) (1) (3) 
(4) and (e) of section 157.20 of the Commission’s general rules and regulations, 
including rules of practice and procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder, and the time within which construction of facilities authorized by 
this order should be completed and in actual operation is fixed at 6 months from 
the date on which this order issues. 


* * * * * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., 
DOCKET NO. G-11141, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY? 
Issued March 12, 1957 


On September 26, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed in docket No. G—11141 an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing it to 
construct, install, and operate certain facilities in Vermilion Parish, La., which 


together with their estimated costs are as follows: 





265 H. P. Gueydan Booster Station, Gueydan Field______ $128, 000 
Gueydan—S. E. Gueydan Purchase Meter Station on the 
PCOMOE GRC: WT as an sk irra ectticttrccimignceeiiiinns 19, 000 


6.65 miles of 6-inch Gueydan Lateral from Tranco’s existing 
18-inch main line Louisiana lateral to a point of connec- 


tion with the proposed Booster Station-__..._-.____---_ 203, 000 

2.69 miles of 4-inch pipeline from S. E. Gueydan Field to 
the premoded  TIOCmter - Tam OU iii siisrcieind icin cecmemnts 58, 000 
i Se a a ee 408, 000 
Overhead, interest, etc__._..__________- ican ca badasihaatbcaicalies 42, 000 
eee GO Cased cece Races stint 450, 000 

The costs of facilities are to be financed by cash on hand. 
a - 7 J = * 6 


Both applications are on file with the Commission and open for public 
inspection. 
7” * * o ca + * 


1 Omitted portions of this order relate to the issuance of independent producer certificates. 
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Deliveries to Transco from both fields will be made at its proposed meter 
station which will be on the proposed 6-inch line, and from this point and 
line the gas will be commingled with other gas in Transco’s 18-inch main lateral 
line and will enter the 30-inch main line at Station No. 5. 

No new or additional services are proposed by Transco as a result of the 
installation of facilities by which the additional supply is to be made available to 
the system. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 26, 1957, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to section 1.30 (c) (1) of the Commission’s rules of practice 
and procedure. 


The Commission finds: 


(1) The Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation, having its principal place of business at Houston, Tex., is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 28, 1950, In the Matter of Transcontinental 
Gas Pipe Line Corporation, docket No. G-1277, (9 F. P. C. 32). 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application herein, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, as integral parts of Transco’s existing pipeline system and the con- 
struction and operation thereof by Transco are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

z os * * * * * 


(5) Applicants, Transco and Pure Oil Company, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Transco 
and the proposed sale of natural gas by Pure Oil Company, together with the 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefore, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ce) (3), (c) (4) and (e) of 
section 157.20 of the Commission’s rules of practice and procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Transco, and to 
the exercise of the rights granted thereunder and that the time within which 
construction of the facilities authorized by this order shall be completed and 
in actual operation, should be fixed at 6 months from the date on which this 
order issues. 

(8) A request during the publie hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission's rules of 
practice and procedure, was unopposed by any party of record, and not having 
been denied by the Commission, is granted, pursuant to section 1.30 (ce) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transco to construct and operate the facilities here- 
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inbefore described, all as more fully described in its application in this proceed- 
ing and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

* of ak * * « 7 

(C) The certificate to Transco shall be accepted in writing, and under oath, 
by a responsible official of Transco and the general terms and conditions set 
forth in paragraphs (a), (b), (ce) (3), (ce) (4) and (e) of section 157.20 of 
the Commission’s rules of practice and procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the 
rights granted thereunder. 

(D) The certificate issued to Transco is conditioned upon the nonrejection 
of the certificate issued to Pure at docket No. G—11159. 

+ * * x oe * . 

(fF) The time within which the facilities hereby authorized to Transco 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of section 157.20 of the Commission’s rules of practice and procedure 
is hereby fixed at 6 months from the date on which this order issues. 

(G) The certificates issued to Transco and Pure Oil Company, are not trans- 
ferable and shall be effective only so long as they continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, 
and the applicable rules, regulations and orders of the Commission. 

o* * * ~ * © . 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—11300 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Issued March 12, 1957 


On October 25, 1956, United Gas Pipe Line Company (Applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, authorizing the construction and operation 
of certain facilities to enable applicant to receive, into its existing system, 
natural gas from Magnolia Petroleum Company (Magnolia) from the Green 
Field, Karnes County, Tex. Applicant subsequently revised its application 
by its supplemental filing of November 15, 1956, and as a result now seeks 
authority to: 

Construct and operate a purchase meter station and appurtenant facilities 
on applicant’s existing 10-inch pipeline in the George Hobbermahar Survey, 
Abstract 591, Bee County, Tex., together with other facilities required from 
time to time to conduct or to take additional deliveries from wells in the Green 
Field. 

The estimated total cost of the above facilities is $2,796, which cost is to be 
financed out of applicant’s current working funds. 

The above facilities will be used to enable applicant to take delivery of 
eertain undetermined daily volumes of gas from the Green Field under a pur- 
chase contract with the producer, Magnolia, dated September 24, 1956, as 
amended November 8, 1956. The estimated total volume of proven reserves 
in place in the Green Field is 6,776,156 M. c. f., and of this amount there are 
under contract to United 5,789,816 M. c. f. @ 14.73 p. s. i. a.; and the daily capac- 
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ity of the proposed metering facilities will be approximately 3,204 M. c. f. ata 
pressure of 400 p. s. i. g. The gas supply which will become available by the 
operation of the proposed facilities is reasonably adequate to justify the con- 
struction of the proposed facilities. 

Applicant will receive the gas from the Green Field into its main system, and 
commingled with applicant’s other supplies will be transported in interstate 
commerce for resale. 

Applicant has designated no particular market for the gas to be acquired 
from this source but states that such gas will help to assure the continued and 
uninterrupted flow of natural gas to its customers and the construction of the 
proposed facilities will commence as soon as a certificate is issued. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 27, 1957, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to section 1.30 (c) (1) of the Commission’s rules of practice 
and procedure. 


The Commission finds : 


(1) The applicant, United Gas Pipe Line Company, a Delaware corporation, 
having its principal place of business at Shreveport, La., is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of November 10, 1942, in docket No. G—232 
(3 F. P. C. 863). 

(2) The facilities hereinbefore described, as more fully described in United’s 
application herein, are proposed to be used in the transmission and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of 
the Commission, as integral parts of United’s existing pipeline system and 
the construction and operation thereof by United are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant, United Gas Pipe Line Company, is able and willing properly 
to do-the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by United 
together with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefore, are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of 
section 157.20 of the Commission’s rules of practice and procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to United, and to the 
exercise of the rights granted thereunder and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in actual 
operation, should be fixed at 3 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing United Gas Pipe Line Company to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The certificate to United shall be accepted in writing, and under oath, 
by a responsible official of United, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (¢) (4) and (e) of section 157.20 of 
the Commission’s rules of practice and procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized to United shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of section 157.20 of the Commission’s rules of practice and procedure is hereby 
fixed at 3 months from the date on which this order issues. 

(D) The certificate issued to United is not transferable and shall be effective 
only so long as they continue the acts or operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, and the applicable rules, 
regulations and orders of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby. 
Frederick Stueck, William R. Connole and Arthur Kline. 


H. A. SIMMONS, PROJECT NO. 1245 
ORDER ACCEPTING SURRENDER OF LICENSE (MINOR) 


Issued March 12, 1957 


Application was filed July 23, 1956, by H. A. Simmons, licensee for minor project 
No. 1245, for surrender of the license for the project which was situated on lands 
of the United States within the Custer National Forest in section 36, T. 8 S8., 
R. 19 E., P. M. Montana. 

The outstanding license for project No. 1245 was issued to the licensee, without 
charge, for a 10-year period ending December 31, 1960. The licensee gives as 
a reason for surrender that he can obtain power from an REA line crossing 
his land. He has further advised that he has abandoned the power portion of 
the project works and has removed them. The licensee’s copy of license accom- 
panied his application for surrender. 

In letter dated November 5, 1956, we have been advised by the Regional 
Forester concerned with supervising the project operation that the National 
Forest lands have been restored to a condition satisfactory to the Forest Service. 


The Commission finds: 


Acceptance of surrender of the license for the project is appropriate. 


The Commission orders: 


Surrender of the license for minor project No. 1245 is accepted, effective as 
of December 1, 1956. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PENNSYLVANIA GAS COMPANY, DOCKET NO. G—10098 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 18, 1957 


Pennsylvania Gas Company (Applicant) a Pennsylvania corporation with its 
principal place of business in Warren, Pa., filed an application on March 13, 1956, 
and supplements thereto on April 16, and May 28, 1956, for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act author- 
izing Applicant to construct and operate facilities as hereinafter described, sub- 
ject to the jurisdiction of the Commission, all as more fully represented in the 
application. 

Applicant seeks authorization to construct and operate the following described 
facilities : 

Erie Transmission Lines: Approximately 23 miles of 10%-inch gas trans- 
mission line and appurtenant facilities originating at applicant’s existing inter- 
connection with Tennessee Gas Transmission Company near Union City, Pa., 
extending northwesterly and terminating in the western suburban area of the 
city of Erie at the borough of Fairview, all within Erie County, Pa. 

Jamestown Transmission Line: Approximately 15 miles of 85-inch gas trans- 
mission line and appurtenant facilities originating at an interconnection with 
Applicant’s existing control station in Pittsfield Township, Warren County, 
Pa., extending northeasterly into New York State, and terminating approxi- 
mately one mile west of the city of Jamestown, Chautauqua County, N. Y. 

Erie Lateral Transmission Lines: Approximately 121,300 feet of 6-inch, 
32,300 feet of 10-inch and 6,300 feet of 8-inch pipeline extending from the pro- 
posed Erie transmission line to Fairview, Middleboro, Sterrettania, Lake City, 
Waterford, and other small communities in the Townships of Le Boeuf, Water- 
ford, Fairview, McKean, and Girard; and from a point in Fairview Township 
near the terminus of the Erie Line eastwardly into Applicant’s existing Erie 
distribution system in Millcreek Township. 

Applicant will also build distribution systems in these communities to render 
retail natural gas service. 

The application recites that (1) the new Erie line will bring natural gas to 
the aforenamed communities not now being served, and will enable Applicant 
during periods of peak demand and in emergencies to feed natural gas through 
applicant’s pipelines from the west into the city of Erie, Pa., and (2) the 
Jamestown line will enable applicant to augment the supply of gas now being 
furnished the city of Jamestown. 

Applicant states that the aggregate requirements of the communities to be 
served along the route and near the terminus of the proposed Erie line have 
been estimated to be as follows: 


1957 1958 1959 
AES ARMs, BaP cocina mena 2, 412 5, 352 7, 043 
NE TE Os De sitiniiiemmpemnacniion 274, 975 624, 620 814, 265 


The estimated requirements for the proposed Jamestown line are primarily the 
requirements of the Jamestown and west Jamestown areas. No new service, 


other than incidental sales to right-of-way customers, is proposed along the 
Jamestown line. 
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These incidental requirements along the route of the Jamestown line are esti- 
mated to be as follows: 


1957 1958 1959 
endl cae fh ch RS ee ie es 24 27 27 
SEER CIN Os Ks Ficserrceqematebaincceng 3, 120 3, 640 3, 640 


The new Jamestown line will be used to furnish about 11,000 M. c. f. per day 
to Jamestown to assist applicant in meeting a peak day demand of 38,000 M. c. f. 
in that area through applicant’s existing looped system. 

Applicant’s gas supply appears to be adequate to justify the construction and 
operation of the proposed facilities herein. The estimated cost of all of the 
facilities involved herein is $2,628,000 which will be borrowed from applicant’s 
parent, the National Fuei Gas Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 7, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to section 1. 30 (c) (1) of the Commission’s rules of practice and 
procedure. 


The Commission finds: 


(1) Pennsylvania Gas Company is a “natural-gas company” within the mean- 
ing of the Natural Gas Act as heretofore found by the Commission’s order dated 
November 10, 1942 and issued in docket No. G-370. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s pipeline system and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of facilitites as hereinbefore de- 
scribed and as more fully set forth in the application are required by the public 
convenience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3) (4) and (e) of section 157.20 of the 
Commission’s general rules and regulations, including the rules of practice and 
procedure, should attach to the issuance of the certificate referred to in para- 
graph (4) above, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
be completed and said facilities should be placed in actual operation should be 
fixed at 2 vears from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
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before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as herein set forth, upon the terms 
and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c), (3), 
(4), and (e) of section 157.20 of the Commission’s general rules and regulations, 
including rules of practice and procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
section 157.20 of the Commission’s rules is hereby fixed at 2 years from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 











TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-11277, 
G-1188 AND G-1661 

























ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 19, 1957 


Tennessee Gas Transmission Company (Tennessee Gas), a Delaware corpora- 
tion, with its principal place of business at the Commerce Building, Houston, 
Tex., filed an application on October 23, 1956, and a supplement thereto on No- 
vember 15, 1956, seeking authorization to sell and deliver 500 M. ec. f. of natural 
gas per day in addition to the volume of 2,030 M. c. f. daily to Holly Springs, 
Miss., in order to meet the demands of this customer. 

The Commission by an order in the Matter of Tennessee Gas Transmission 
Company, docket No. G-1188 on June 28, 1949, issued a certificate of public con- 
venience and necessity to the applicant authorizing construction and operation 
of facilities used to transport and sell natural gas to the said customer. On 
April 28, 1953, in docket No. G—1661, the Commission issued an order authorizing 
Tennessee Gas to sell and deliver an additional volume of natural-gas to Holly 
Springs. 

Tennessee Gas Proposes to utilize a portion of its existing and unallocated 
design-day capacity to sell and deliver the additional volume of 500 M. ec. f. of 
natural gas per day to Holly Springs. The delivery of the additional volume 
of gas to Holly Springs will not impair the ability of Tennseeee Gas to render 
service to other existing customers. No new or additional facilities are required 
to effectuate the sale. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
February 28, 1957, respecting the application filed in docket No. G-11277 as being 
a motion to amend the certificate of public convenience and necessity issued to 
Tennessee Gas Transmission Company at docket No. G-1188 as amended by the 
Commission’s order issued at docket No. G-1661 authorizing Tennessee to sell 
and deliver an additional volume of natural gas to Holly Springs, Miss. No 
petitions to intervene or protests to the granting of the said motion to amend 
have been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision upon 
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the motion to amend as applied for pursuant to the Commission’s rules of prac- 
tice and procedure. 





The Commission finds: 

(1) Tennessee Gas is able and willing to sell and deliver to Holly Springs, 
Miss., for distribution and sale to the public served by it an additional 
500 M. c. f. of natural gas thus bringing the total maximum daily delivery from 
Tennessee Gas to Holly Springs to 2,530 M. c. f. 

(2) The public convenience and necessity requires that the certificate of public 
convenience and necessity heretofore issued to Tennessee Gas in docket No. 
G-1188, as amended in docket No. G—1661, be further amended so as to authorize 
Tennessee Gas to deliver 7,530 M. c. f. of natural gas per day to Holly Springs, 
Miss. 

(3) No protests to the sale of the additional volume of gas has been made and 
no petition to intervene has been filed. 
















The Commission orders: 

(A) The certificate of public convenience and necessity heretofore issued by 
the Commission to Tennessee Gas Transmission Company at docket No. G—1188 
as amended by order issued at docket No. G—1661 be and is amended allowing 
the sale and delivery of 500 M. c. f. of natural gas to Holly Springs, Miss., in 
addition to the 2,030 M. c. f. now being sold and delivered. 

(B) The grant of this amendment to the certificate of public convenience and 
necessity above-described shall not be construed as a waiver of the requirements 
of section 4 of the Natural Gas Act, or as a waiver of section 154 of the Com- r 
mission’s regulations thereunder requiring the filing of a rate schedule for the : 
service authorized, and it is without prejudice to any findings or orders which 1 
have been or may be made by the Commission in any proceeding now pending or - 
hereafter instituted by or against the natural gas company. Furthermore, our 
action in this matter shall not foreclose nor prejudice any future proceedings 
or objections relating to the operation of any price or related provision of the 
gas purchase contract or schedule herein involved. 



















Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 







NORTHERN STATES POWER COMPANY, PROJECT NO. 1982 







ORDER APPROVING REVISED EXHIBITS 


Issued March 19, 1957 







An application was filed September 12, 1956, by Northern States Power Com- 
pany, licensee for major project No. 1982, for Commission approval and inclusion 
in the license of the following revised exhibits to enclose within the project 
boundary approximately 13.5 acres of additional lands: 

Revised Exhibit J: Sheet 2 (FPC No. 1982-10) General Map of Project. 

Revised Exhibit K: Sheet 1 (FPC No. 1982-11) Detail Map of Project. 

Revised Exhibit K: Sheet 2 (FPC No. 1982-12) Detail Map of Project. 

The licensee states that it is deemed necessary to include the lands where 
claims have been paid for damage due to underground water conditions. No 
lands of the United States are involved. 

The licensee submitted prints of the exhibits and authorized the Commission 
staff to make the necessary changes on the tracings on file with the Commission. 
The changes have been made. 
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The Commission finds: 


The above-described exhibits, superseding exhibits J, sheet 2 (FPC No. 
1982-10), and K, sheets 1 and 2 (FPC Nos. 1982-11, and -12), now part of the 
license for the project, conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project, and said superseded 
exhibits should be eliminated from the license. 





The Commission orders: 


(A) The above-described exhibits are approved as part of the license for 
the project and the above-specified superseded exhibits are eliminated from the 
license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT No. 2086 
ORDER AMENDING LICENSE (MAJOR) 
Issued March 19, 1957 


Application was filed November 2, 1955, by Southern California Edison Com- 
pany, licensee for major project No. 2086, known as Lake Thomas A. Edison 
project (formerly known as the Vermilion Valley reservoir project) and located 
on Mono Creek, a tributary to the South Fork San Joaquin River in Fresno 
County, Calif., and affecting navigable waters and lands of the United States 
within the Sierra National Forest. 

The application seeks amendment of the license to provide for the following 
changes made in the project during its construction and which are described 
in the application and are shown on the revised exhibits filed as part of the 
application : 

(a) The dam and its appurtenances have been constructed in the locations 
shown on exhibit K sheet No. 2-1, and in accordance with the general design 
drawings shown on exhibit L sheets Nos. 1-1 and 2; 

(b) An emergency spillway has been added at the westerly end of the dam as 
shown on exhibit K sheet No. 2-1 and on exhibit L sheets Nos. 1-1 and 2; 

(c) A toe drainage system has been added in the dam as shown on exhibit L 
sheet No. 1-1; 

(d) The service spillway, outlet structure, and their appurtenances have 
been constructed as shown on exhibit L sheet No. 2; 

(e) A diversion embankment and channel to divert a portion of the.waters 
of Warm Creek to the project reservoir have been constructed as shown on 
exhibit K sheet No. 4; 

(f) It is desired to eliminate from the project approximately 1.28 miles of 
roadway which extends southerly from the project boundary of the reservoir 
to a junction with the Forest Service road as shown on exhibit K sheet 2-1; 

(g) The project boundary is to be located as shown on exhibit K sheets Nos. 
2-1, 3-1, and 4; and 

(h) The name of the project reservoir has been changed to Lake Thomas A, 
Edison. 
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Applicant states that the various changes which were made in the con- 
struction of the dam and its appurtenances were dictated by the topographic 
and geologic conditions of the area; that other changes were made for the 
purpose of adding to the safety of the structure or for economy of construction 
or efficiency of operation; that the diversion embankment and channel were 
‘constructed to divert a portion of the waters of Warm Creek to the project 
reservoir in order to supply additional water to the project; that the roadway 
which it seeks to eliminate is not required for the operation of the project and 
is used by the public for access to the surrounding area under the supervision 
of the Forest Service; and that the changes desired in the project boundaries are 
to accommodate the project as constructed and to eliminate lands which are not 
required for its operation and maintenance. 

The effects of the amendment, among others, will be to decrease the area 
of lands of the United States occupied by the project from 2,201.54 acres to 
2,199.56 acres and to decrease from $4,403.00 to $4,399.12, the annual charge to 
be paid under the license for the use, occupancy, and enjoyment of lands of the 
United States. 

The Secretary of the Army and the Chief of Engineers have reported favorably 
on the application and have approved the plans of the project structures insofar 
as the interests of navigation are concerned. 

An assistant Secretary of Agriculture, acting for the Secretary of Agriculture, 
who has supervision over the lands of the United States within the Sierra Na- 
tional Forest, has reported favorably on the application subject to inclusion in 
the license of certain stipulations for the adequate protection and utilization of 
the Sierra National Forest substantially as hereinafter provided. 


The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Sierra National Forest was created 
or acquired and will not alter any of the basic facts upon which the license was 
issued. 

(2) The amount of annual charges to be paid under the license as amended 
for the project for the purpose of recompensing the United States for the 
use, occupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(3) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project: 

Revised exhibit J sheet No. 1 (FPC No. 2086-6), superseding exhibit J 
(FPC No. 2086-1), now part of the license for the project ; 

Revised exhibit K sheets Nos. 2-1 and 3-1 (FPC Nos. 2086-7 and -8), 
superseding exhibit K sheets Nos. 1, 2, and 3 (FPC No. 2086-2, -3, and -4), 
now part of the license for the project; and revised exhibit K sheet 4 
(FPC No. 2086-9) ; 

Revised exhibit L sheet No. 1-1 (FPC No. 2086-10) and revised exhibit L 
sheet No. 2 (FPC No. 2086-11), superseding exhibit L sheet No. 1 (FPC No. 
2086-5), now part of the license for the project ; and 

Exhibit M (revised), superseding exhibit M, now part of the license for 
the project; 

and the superseded exhibits should be eliminated from the license for the project. 


The Commissioner orders: 
(A) The above-specified exhibits filed as part of the application are approved 
as part of the license for the project. 
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(B) The above-specified superseded exhibits are eliminated from the license 
for the project. 

(C) The license for project No. 2086—which was issued September 29, 1953, 
effective as of September 1, 1953, to Southern California Edison Company—is 
amended, effective as of July 31, 1955, to provide for the changes described in the 
second paragraph of this order; to decrease the amount of lands of the United 
States occupied by the project and consequently decrease the annual charge 
for the use of lands of the United States; to incorporate in the license certain 
exhibits showing the said changes and the project lands; and to eliminate from 
the license certain superseded exhibits; said amendment being: 

ParagraphI. Paragraph (a) of the license is amended by— 

(i) Including therein the following exhibits: 


Revised Exhibits Showing 
J Sheet No. 1 (FPC No. 2086-6). General map. 
K Sheets Nos. 2-1 and 3-1 (FPC Detail map. 
Nos. 2086-7 and -8). 
K Sheet 4 (FPC No. 2086-9). Detail map—Warm Creek Diver- 
sion. 


and 


(ii) Excluding therefrom superseded exhibits J (FPC 2086-1) and K (FPC 
2086-2 through -4). 

Paragraph II. Paragraph (b) of the license is amended by— 

(i) Including therein the following exhibits: 


Revised Exhibits Showing 
L Sheet No. 1-1 (FPC No. 2086— Plan and section details of dam. 
10). 
L Sheet No. 2 (FPC No. 2086-11). Outlet structure and spillway 
and details. 


Exhibit M: (revised) general description of mechanical and electrical 
equipment, in two sheets, filed November 2, 1955. 
and 

(ii) Excluding therefrom superseded exhibits L (FPC No. 2086-5) and M. 

Paragraph III. Article 37 of the license is amended to change the amount 
of $4,403.00 therein to $4,399.12. 

Paragraph IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect and shall not in any way 
constitute a waiver of any other part, provision, or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6731 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK AND FIRST MORTGAGE BONDS 
Issued March 20, 1957 


California Electric Power Company (applicant), incorporated under the laws 
of the State of Delaware and qualified to do business as a foreign corporation 
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in the States of California and Nevada, with its principal place of business in 
Riverside, Calif., filed an application on February 21, 1957, as amended March 
4 and March 11, 1957, for an order pursuant to section 204 of the Federal Power 
Act authorizing the issuance and sale at competitive bidding of 300,000 shares 
of common stock, par value $1 per share, and of $6,000,000, principal amount of 
tirst mortgage bonds, series due 1987. 

Applicant proposes to invite separate sealed, written bids for the purchase 
of the proposed issuances through newspaper publication and by distribution 
of separate forms of bids, together with separate statements of terms and 
conditions relating thereto and separate forms of purchase agreements. The 
invitation for the purchase of the stock will be made on or about March 25, 
1957, and the invitation for the purchase of the bonds will be made on or about 
April 1, 1957. 

All bids, whether from a single bidder or group of bidders, must be for the 
purchase of the entire issuance of either the stock or bonds, as the case may 
be. Each bid for the purchase of the proposed issuance of stock must specify 
the price per share to be paid to applicant. Each bid for the purchase of the 
proposed issuance of bonds must specify (1) the interest rate to be borne by 
the bonds, which rate shall be a multiple of % of 1 percent; (2) the price 
exclusive of accrued interest to be paid to applicant for the bonds. which shall 
be not less than 9814 percent of the principal amount thereof; and (3) that 
applicant shall be paid the amount of the accrued interest on the bonds from 
April 1, 1957, to the date of payment therefor, and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of stock, 
whether from a single bidder or a group of bidders, must be presented to appli- 
cant at or before 9:00 a.m., California time, on April 2, 1957, at Room 900, 433 
South Spring Street, Los Angeles 13, Calif., and those for the purchase of the 
bonds must be presented at or before 9:00 a.m., California time, on April 9, 
1957, at the same address. Unless applicant shall reject all bids for the 
proposed issuances of stock or bonds (which it reserves the privilege to do) or 
shall exclude a bid or bids for reasons specified in the respective statements of 
terms and conditions relating to bids therefor, it will accept the bid for pur- 
chase of the stock which offers the highest price therefor and will accept the 
bid for the purchase of the bonds which results in the lowest annual cost of 
money to it. Each bid for the purchase of the stock must be accompanied by 
a certified or bank cashier’s check or checks in the aggregate amount of $150,000; 
each bond bid must be accompanied by such check or checks in the aggregate 
amount of $300,000. 

Applicant proposes to issue the bonds under its first mortgage indenture, dated 
as of October 1, 1943, to The International Trust Company and Leo A. Steinhardt, 
trustees, as heretofore supplemented, and as to be further supplemented by a 
ninth supplemental indenture to be dated April 1, 1957, to the aforesaid trust 
company and Elmer W. Johnson,’ trustees. 

Applicant states that the proceeds to be obtained will approximate $10,000,000 
in aggregate amount and will be used to discharge approximately $10,000,000, 
principal amount of promissory notes which applicant has presently issued 
or will have issued prior to completing the issuances and sales of the proposed 
stock or bonds.*? The notes to be discharged, payable to the Bank of America 
National Trust & Savings Association, have been or will be issued to provide 
interim financing of applicant’s current construction program. If any proceeds 


1 Successor individual Trustee. 

2 By order issued December 20, 1956, docket No. E-6717, the Commission authorized 
applicant to issue promissory notes in an aggregate principal amount of not to exceed 
$12,000,000 outstanding at any one time until October 81, 1957. 
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remain after discharging the aforesaid notes, they will be applied to carry 
forward the aforementioned construction program which is estimated to require 
$22,600,000 for the year 1957. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, and to the Public Service Commission of Nevada and 
to the Governor of each of those States. Notice has also been given by publica- 
tion in the Federal Register on March 5, 1957 (22 F. R. 1350), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before March 18, 1957, with 
the Federal Power Commission, Washington 25, D. C. No protest, petition or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued January 
16, 1952, In the Matter of California Electric Power Company, docket No. 
E-6397. 

(2) The proposed issuances and sales of stock and bonds, all as described 
above, will constitute issuances of securities within the purview of section 204 
of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State Commission 
within the meaning of section 204 (f) of the act, and neither of the proposed 
issuances of securities, therefore, is exempt by virtue of that section from the 
requirements of section 204 of the act. 

(4) The proposed issuances and sales of stock and bonds, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of stock and the proposed issuance and 
sale of bonds, upon the terms and conditions and for the purposes specified in 
the application, all as described above, be and the same are hereby uuthorized 
subject to the provisions of this order. 

(B) The proposed issuances and sales of stock and bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (8) of the Commission’s rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules 
relating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegram as 
contemplated by section 34.9 of the rules; 

(ii) The Commission, by further orders, shall have (1) approved the price 
per share to be received by applicant for the proposed issuance of stock, and 
(2) approved the price to be received by applicant for the proposed issuance 
of bonds and the interest rate thereof. 

(C) These authorizations shall expire unless the transactions hereby au- 


thorized are consummated within 90 days from the date of issuance of this 
order. 
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(D) The foregoing authorizations are without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IROQUOIS GAS CORPORATION, DOCKET NO. G—11082; 
NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G-11296 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


Issued March 20, 1957 


On September 14, 1956, Iroquois Gas Corporation (Iroquois) filed an applica- 
tion pursuant to section 7 of the Natural Gas Act for permission and approval 
to abandon, by sale, a natural gas transmission line in the State of New York, 
and to discontinue the service rendered by means of said line to New York 
State Electric and Gas Corporation (New York Electric). 

Among other facilities, Iroquois owns and operates a 6-inch natural gas 
transmission pipeline extending from a connection with the transmission line 
of New York State Natural Gas Corporation (New York Natural) at the 
Silver Springs delivery point in the town of Genessee Falls, Wyoming County, 
N. Y., eastward through parts of Wyoming and Livingston Counties, N. Y., to a 
point near the village of Dansville in Livingston County. Iroquois also states 
that it now delivers natural gas at wholesale to New York Electric for dis- 
tribution in Dansville. In addition, several small communities between Genes- 
see Falls and Dansville are presently served at retail from this Dansville line, 
through distribution systems owned by Iroquois. These facilities, including 
the distribution systems, are to be sold to New York Electric, who will continue 
the operations and service now rendered by these facilities, eliminating Iroquois 
as an intermediate supplier. 

Iroquois presently purchases gas from New York Natural at the Silver Springs 
delivery point under two separate service agreements. Under a service agree- 
ment dated May 13, 1953, Iroquois buys gas for its franchise territory east of 
the Silver Springs delivery point, namely, the eastern part of Genessee Falls 
and the area served by the Dansville line, in amounts of 400,000 M. c. f. per 
year and 3,000 M. c. f. per peak day. Purchases for the rest of Iroquois’ 
system, including the western part of Genessee Falls, are made according to 
the terms of another service agreement dated November 10, 1947, which provides 
for volumes of gas varying from 2,400 M. c. f. per day to 6,000 M. c. f. per day, 
depending on month of delivery. 

New York Natural has consented to Iroquois’ assignment to New York Electric 
of the service agreement between Iroquois and New York Natural, dated May 13, 
1953, and has filed in docket No. G—11296 for permission to abandon service 
to Iroquois and serve New York Electric directly. Iroquois, however, will con- 
tinue to purchase gas from New York Natural for service west of the Silver 
Springs delivery point, according to the terms of the service agreement dated 
November 10, 1947. 

Iroquois advises that the reason for the proposed sale is that New York Electric 
has requested a larger supply of gas to meet future needs, which would require 
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additional transmission facilities, and that the investment required for these 
additional facilities is not economically feasible unless made by the owner of 
the retail distribution system at Dansville (New York Electric). 

The facilities to be transferred will be sold at original cost less accrued 
depreciation to the time of actual transfer. As of June 30, 1956, Iroquois repre- 
sents this amount to be $200,925. 

In its application filed October 25, 1956, as supplemented on November 7, 1956, 
New York Natural requests: 

(1) Permission to abandon the sale of natural gas to Iroquois for its Dansville 
Line; and 

(2) A certificate of public convenience to render similar service to New York 
Electric, proposed buyer of said line, for distribution in the same territory. 

New York Natural proposes to enter into a service agreement with New York 
Electric, providing for service in the territory that company will acquire from 
Iroquois. The proposed service agreement calls for deliveries of 800,000 M. c. f. 
annually and 8,000 M. c. f. on a peak day, whereas the currently effective contract 
between Iroquois and New York Natural provides for 400,000 M. c. f. per year 
and 3,000 M. c. f. on a peak day. The increased deliveries are required to meet 
the estimated increased demands of New York Electric. 

The increased obligation of New York Natural should have no appreciable 
effect on its available gas supplies. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 7, 1957, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the cer- 
tificate or abandonment of the facilities heretofore described have been received. 
Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision pursuant to section 
1.30 (c) (1) of the Commission’s rules of practice and procedure. 


The Commission finds: 


(1) Applicants, Iroquois Gas Corporation and New York State Natural Gas 
Corporation are “natural-gas companies” within the meaning of the Natural Gas 
Act as heretofore found by the Commission in its orders of March 23, 19438, in 
docket No. G-384 (3 F. P. C. 951) and October 27, 1942, in docket No. G-312 
(3 F. P. C. 844) respectively. 

(2) The sale of natural gas by New York Natural in docket No. G—11296 for 
which certificate authorization is applied for by New York Natural will be 
made in interstate commerce subject to the jurisdiction of the Commission, and 
such sale by New York Natural is therefore subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant, New York Natural in docket No. G—11296, is able and willing 
properly to do the acts and to perform the service proposed, and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(4) The proposed abandonment of facilities and services as heretofore de- 
scribed in docket Nos. G-11082 and G-11296 are permitted by the public con- 
venience and necessity, and permission and approval therefore should be granted, 
as hereinafter ordered. 

(5) The sale of natural gas proposed by New York Natural in docket No. 
G-11296 and as heretofore described is required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
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of practice and procedure was unopposed by any party of record, and not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) Iroquois Gas Corporation in docket No. G-—11082 and New York State 
Natural Gas Corporation in docket No. G—11296 be and are hereby granted 
permission and approval to abandon the facilities and services herein described, 
subject to the jurisdiction of the Commission, and as more fully represented in 
their respective applications. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing the sale by New York State Natural Gas Corporation in 
docket No. G-11296 as hereinbefore described, and as more full described in 
its application in this proceeding, upon the terms and conditions of this order. 

(C) New York State Natural Gas Corporation shall advise the Commission 
of the date of commencement of the sale of natural gas authorized herein. 

(D) The proposed change in service, as authorized herein, shall take place 
within one year from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION, ET AL., DOCKET NO. 
G-10425, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
Issued March 21, 1957 


On May 18, 1956, Pacific Northwest Pipeline Corporation (Pacific) filed at 
docket No. G-10425 an application for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 6.2 miles of 65-inch O. D. lateral supply 
pipeline to extend from a point on Pacific’s existing 26-inch main transmission 
line in Mesa County, Colo., to a point in the Bar-X Field, Grand County, Utah, 
and Mesa County, Colo., together with necessary appurtenances. These pro- 
posed facilities will enable Pacific to purchase and receive natural gas produced 
in the Bar-X Field by The American Metal Company, Operator (American 
Metal). The estimated total cost of the proposed facilities is $134,290, which 
cost is to be financed from available funds. 

> x * = . * 

Pacific will transport the gas received from American Metal, commingled with 
its other gas supplies for sale in other States. The gas supply which will be- 
come available by the operation of the proposed facilities is reasonably adequate 
to justify Pacific’s proposed facilities. 

No additional markets are proposed to be served by it other than those pre- 
viously authorized by the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 18, 1957, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 


1 Omitted portions of this order relate to the issuance of independent producer certificates. 
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a decision pursuant to section 1.30 (c) (1) of the Commission’s rules of prac- 
tice and procedure. 


The Commission finds: 


(1) Applicant, Pacific Northwest Pipeline Corporation, a Delaware corpora- 
tion having its principal place of business at Salt Lake City, Utah, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its opinion No. 271, issued June 18, 1954, in docket No. 
G-096, et al. 

(2) The facilities hereinbefore described, as more fully described in Pacific’s 
application herein, are proposed to be used in the transmission and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of 
the Commission, as integral parts of Pacific’s existing pipeline system and the 
construction and operation thereof by Pacific are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

» * * * o * * 

(5) Applicants, Pacific and American Metal, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the pro- 
visions of the Natural Gas Act, and the requirements, rules and regulations 
of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Pacific and 
the proposed sale of natural gas by American Metal, together with the operation 
of any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Pacific, and to the exercise 
ef the rights granted thereunder and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Pacific to construct and operate the facilities here- 
inbefore described, all as more fully described in its application in this proceed- 
ing and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

* * ~ * * *~ 7 

(C) The certificate to Pacific shall be accepted in writing, and under oath, 
by a responsible official of Pacific and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (3), (c) (4) and (e) of section 157.20 of the Com- 
mission’s rules of practice and procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


3 * 
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(E) The time within which the facilities hereby authorized to Pacific shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of section 157.20 of the Commission’s rules of practice and procedure is hereby 
fixed at 6 months from the date on which this order issues. 

(F) The certificates issued to Pacific and American Metal are not transferable 
and shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations, and orders of the Commission. 

+ : « x 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED WATER CONSERVATION DISTRICT, PROJECT NO. 2153 
ORDER APPROVING EXHIBIT AND PRESCRIBING ANNUAL CHARGE 
Issued March 21, 1957 


United Water Conservation District, of Santa Paula, Calif., licensee for major 
project No. 2153, located on Pirn Creek and its tributaries in Ventura and Los 
Angeles Counties, in the vicinity of Piru, and affecting lands of the United 
States within the Los Padres and Angeles National Forests, pursuant to article 
29 of the license for the project, on April 10, 1956, filed for Commission ap- 
proval exhibit K, showing the project area, which exhibit it later supplemented, 
and on January 14, 1957, filed for Commission approval exhibit F, showing the 
status of the lands occupied by the project. 

On the basis of exhibit K, it has been determined that the project occupies 
126.792 acres of lands of the United States. 

The effect of approving exhibit K, among others, will be to fix the annual 
charge to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands. 

The Commission finds: 

(1) The following exhibit, superseding exhibit “K-2” (340-20: FPC No. 
2153-3), now part of the license for the project, conforms to the Commission's 
rules and regulations and should be approved as part of the license for the 
project, and said superseded exhibit should be eliminated from the license, it 
being unnecessary to approve exhibit F as part of the license for the project. 

Erhibit “K”: (Two sheets) (340-100 and -101: FPC Nos. 2153-12 and -13) 
“Santa Felicia Reservoir Area—Project Map.” 

(2) The amount of the annual charge to be paid under the license for the 
purpose of recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands is reasonable as hereinafter fixed and specified. 

The Commission orders: 

(A) The above-described exhibit “K” is approved as part of the license for the 
project. 

(B) The above-specified superseded exhibit “K-2” is eliminated from the 
license for the project. 

(C) Article 28 of the license is amended to read as follows: 


Article 28. The licensee shall pay to the United States the following annual 
charges: 


(i) The Commission reserves the right to determine at a later date, in accord- 
ance with its regulations, the annual charge to be assessed the licensee from the 
506455—59——_30 
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effective date of this license for the purpose of reimbursing the United States 
for the costs of administration of part I of the act; and 

(ii) Effective as of May 1, 1954, for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands, $253.58. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. In acknowledgment of the acceptance of this order, 
it shall be signed for the licensee and returned to the Commission within 60 
days from the date of issuance of this order. : 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-10499 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 22, 1957 


El Paso Natural Gas Company filed on February 5, 1957 a petition to amend 
the Commission’s order, issued December 19, 1956 in docket No. G—10499, 16 
F. P. C. 1354, issuing a certificate of public convenience and necessity which 
authorized El Paso to sell an additional 151,725 M. c. f. (at 14.73 p. s. i.) per 
day of natural gas to its three California utility customers and to construct and 
operate additional facilities at an estimated cost of $82,900,000. 

El Paso proposes by the requested amendment to make certain changes in the 
construction of the facilities authorized in docket No. G-10499 and also certain 
changes in other facilities heretofore authorized for construction. El Paso claims 
that the proposed changes will increase the operating efficiency and flexibility of 
its system and will result in reducing by an estimated $2,554,000 the estimated 
construction cost from approximately $82,900,000 to approximately $80,346,000. 
The changes are fully described in the petition which is on file with the Com- 
mission and is open to public inspection. 

El Paso proposes the following : 


CHANGES IN FIELD FACILITIES 


A. Compressor Stations 


1. A reduction of 5,480 horsepower in the construction authorized in docket 
No. G-10499 at the Chaco, Lindrith and Panoma compressor stations and a 
reduction of 2,860 horsepower at the existing Largo and Ballard compressor 
stations which were authorized February 14, 1957 in docket No. G—10821; 

2. An increase of 90 horsepower in the proposed construction at the Blanco 
booster station ; 

3. Relocation of the existing Largo Field and Ballard Field compressor stations 
which were authorized in docket No. G—10821, and of the proposed Lindrith Field 
ccmpressor station, and the transfer of 2,860 horsepower of compression from 
the Largo and Ballard stations to the Lindrith station. 

Lb. Gasoline Plants 

i. A reduction in the boiler plant and electrical generating facilities to be 
installed in the Chaco gasoline plant ; 

2. The addition of steam turbine electrically driven generating facilities, 
c<ogether with power transmission facilities at El Paso’s San Juan River Plant; 
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3. Additional fractionating equipment at El Paso’s Wingate Fractionating 
Plant and at the Blanco Gasoline Plant. 

C. Dehydration Plants 

1. A reduction of 50,000 M. c. f. per day in the capacity of the proposed Lind- 
rith Field dehydration plant from 165,000 M. c. f. per day to 115,000 M. c. f. 
per day; 

2. An increase of 28,000 M. c. f. per day in the capacities of the Ballard Field 
and Largo Field dehydration plants, which were proposed in docket No. G—10821. 

D. Gathering Systems 

The elimination of certain pipeline and compression facilities proposed in 
docket No. G—10499 as a part of the San Juan Field gathering system. 

E. Pipelines 

1. Approximately 0.6 of a mile of 24-inch pipeline extending from the discharge 
of the proposed Chaco gasoline plant; 

2. Approximutely 6.8 miles of 20-inch pipeline extending from the discharge 
side of the proposed new location of the Largo Field compressor station ; 

3. An addition of 19.8 miles to the 30-inch pipeline between the Lindrith Field 
compressor station and the proposed Chaco plant; 

4. An addition of 2.2 miles to the 18-inch pipeline between the proposed Panoma 
plant and the existing Dumas plant. 

EB) Paso also proposes the following: 


CHANGES IN MAIN LINE FACILITIES 

A. Pipelines 

reduction of 9.7 miles in the total length of 34-inch pipeline to be con- 
structed on the San Juan main line, from 83.8 miles or originally certificated to 
74.1 miles ; 

2. A reduction of 10.5 miles in the total length of 30-inch proposed loop line 
on the existing 30-inch Permian-San Juan crossover line from 20.5 miles as 
originally certificated to 10.0 miles. 

B. Mainline Compressor Stations 

1. A total reduction of 1,440 horsepower in proposed additional compression at 
the existing Lincoln and Bluewater compressor stations; 

2. A total addition of 5,900 horsepower in the compression certified in docket 
No. G-10499 for installation at the Navajo, Laguna, Roswell and Plains com- 
pressor stations. 

On March 5, 1957, El Paso was granted temporary authority to construct and 
on December 19, 1956, in docket No. G—10499, all as described in its petition 
operate certain facilities in lieu of certain other facilities originally authorized 
filed February 5, 1957, to amend the order in docket No. G—10499 issuing a 
certificate of public convenience and necessity, without prejudice to such final 
disposition of the petition as the record may require. 


The Commission finds: 


1. A copy of Bl Paso’s petition to amend the Commission’s order issued 
December 19, 1956 in docket No. G—10499, 16 F. P. C. 1354, was served upon 
each of the parties to the proceeding in that docket and no protest of said 
petition has been received. 

2. It is in the public interest and it is appropriate in carrying out the provi- 
sions of the Natural Gas Act to amend, as hereinafter ordered, the Commission’s 
order issued December 19, 1956 in docket No. G—10499 issuing a certificate of 
public convenience and necessity to El Paso. 
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The Commission orders: 


(A) The Commission’s order issued December 19, 1956 in docket No. G-10499 
is hereby amended to authorize El Paso Natural Gas Company to construct, 
relocate, transfer and operate the facilities described herein, subject to the 
Commission’s jurisdiction, all as fully described in parts III and IV of section (3) 
of its petition to amend in lieu of the facilities described in parts I and II of 
section (3) of its petition to amend. 

(B) All other provisions of the Commission’s order issued December 19, 
1956 in docket No. G—10499 and the accompanying opinion and findings shall 
continue in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
™ DOCKET NO G-10626 


FINDINGS 4ND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 22, 1957 


On June 21, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed at docket No. G—10626 an application for a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, authorizing the 
eonstruction and operation of certain facilities in Texas and Louisiana. 

The following facilities are proposed: : 

(1) One 2,200-horsepower compressor station with appurtenances to be known 
as Compressor Station No. 21 to be located at Milepost 119.64 on Transco’s 
existing 24-inch main transmission line in Nueces County, Tex. 

(2) Installation of 3,550 horsepower of additional compressor facilities at 
its existing 3,000-horsepower Compressor Station No. 23 located at Milepost 
327.26 on Transco’s existing 30-inch O. D. main transmission line in Harris 
County, Tex. 

(3) Installation of 5,000 horsepower of additional compressor facilities at 
the existing 7,500-horsepower Compressor Station No. 24 located at Milepost 
467.93 on Transco’s existing 30-inch O. D. main transmission line in Beauregard 
Parish, La. 

(4) Additional facilities to receive additional gas from the Greta Field, 
Refugio County, Tex., consisting of: 

(a) An 880-horsepower booster station to be known as Booster Station No. 45 
together with a dehydration unit. 

(b) A purchase meter station to be known as Purchase Meter Station No. 2. 

(c) Approximately 3.45 miles of 10%4-inch O. D. lateral supply pipeline looping 
an existing line, to extend from a point at Milepost 173.69 on Transco’s existing 
24-inch O. D. main transmission line in Refugio County, Tex., to a point of 
connection with the proposed meter station at (b) above. 

(5) An 880-horsepower booster station to be located in Mission Valley Field, 
Victoria County, Tex., and to be known as Booster Station No. 47. 

(6) An 880-horsepower booster station to be located in Luby Field, Nueces 
County, Tex., to be known as Booster Station No. 46, together with a dehydra- 
tion unit. 

The estimated total cost of all the proposed facilities is $4,750,000, which 
cost is to be temporarily financed by short-term bank loans. Transco plans 
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subsequently to issue bonds to the extent of 60 percent of the cost of the pro- 
posed facilities, with the balance to be financed by corporate funds. 

The above proposed facilities will enable Transco to protect its dedicated re- 
serves in the Greta Field from drainage by other producers in the field and to 
utilize fully its contracted gas reserves in the Luby and Petronilla Fields, 
Nueces County, Tex., and in various fields in DeWitt and Victoria Counties, 
Tex. The gas supply which will become available by the operation of the pro- 
posed facilities is reasonably adequate to justify the construction of the pro- 
posed facilities. 

Transco will transport the gas to be received through the proposed facilities 
commingled with its other gas supplies for sale in other states. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 18, 1957, respecting the matters involved in and the issues presented by 
the application. No petitions to intervene or protests in opposition to granting 
of the application have been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and the Commission 
render a decision pursuant to section 1.30 (c) (1) of the Commission’s rules 
of practice and procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation, having its principal place of business at Houston, Tex., is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore ; 
found by the Commission in its order of April 28, 1950, In the Matter of Trana- 
continental Gas Pipe Line Corporation, docket No. G—1277, 9 F. P. C. 32. 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application herein, are proposed to be used in the transmission and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Transco’s existing pipeline system and the 
construction and operation thereof by Transco are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant, Transco, is able and willing properly to do the acts and to 
perform the services proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The proposed construction and operation of the facilities by Transco, to- 
gether with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Transco, and to the exercise 
of the rights granted thereunder and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transco to construct and operate the facilities herein- 
before described, all as more fully described in its application in this proceeding 
and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) The certificate to Transco shall be accepted in writing, and under oath, 
by a responsible official of Transco and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of section 157.20 of 
the Commission’s rules of practice and procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized to Transco shalt 
be constructed and placed in actual operation as provided by paragraph (b) 
of section 157.20 of the Commission’s rules of practice and procedure is hereby 
fixed at 6 months from the date on which this order issues. 

(D) The certificate issued to Transco is not transferable and shall be effective 
only so long as it continues the acts or operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act and the applicable rules, regula- 
tions and orders of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—11129 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 22, 1957 


United Gas Pipe Line Company (applicant), a Delaware corporation with 
principal place of business at Shreveport, La., filed on September 24, 1956, an 
application for a certificate of public convenience and necessity, pursuant to sec- 
tion 7 (c) of the Natural Gas Act, authorizing applicant to render service as 
hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Applicant proposes to construct and operate, as an integral part of its exist- 
ing natural gas system certain natural gas facilities as hereinafter described 
which are necessary to the transportation and delivery in interstate commerce 
of natural gas to be sold by applicant on an interruptible basis to Container Cor- 
poration of America (Container Corporation) pursuant to a requirements con- 
tract dated July 5, 1956 for use as fuel in Container Corporation’s pulp and paper 
mill, presently under construction near Brewton, Ala., which will manufacture 
bleached pulp wood for the production of food cartons. 

The facilities proposed to be constructed and operated by applicant consist of : 

Approximately 40.1 miles of 8 inch lateral transmission line together with 
check meter station and sales and regulator station extending in a northeasterly 
direction from points of interconnection with applicant’s existing 12- and 16-inch 
looped transmission lines in S5, T3S, R4E, Baldwin County, Ala., to the site of 
Container Corporation’s plant which is located southwest of Brewton in S1, T1N, 
R9E, Escambia County, Ala. 

The estimated cost of construction of the proposed facilities is $1,140,419 which 
will be financed out of current working funds. Container Corporation will reim- 











FEDERAL POWER COMMISSION 443 


burse applicant the total cost of the facilities ap to $1,400,000 in monthly pay- 
ments from July 1957 to June 1964. The estimaced maximum daily gas require- 
ment of the proposed project at 14.9 p. s. i. a. is 6,000 M. c. f. and the estimated 
annual gas requirement of said project for each of the first three full years at 
14.9 p. s. i. a. is 1,750,000 M. c. f. 

Applicant’s gas supply is sufficient for the purpose of enabling it to under- 
take the instant project. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 14, 1957 respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the grant- 
ing of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and the Commission 
render 2 decision herein pursuant to section 1.30 (c) (1) of the Commission’s 
rules of practice and procedure. 


The Commission finds: 


(1) That applicant is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas Act 
and subject to the provisions thereof as heretofore found by the Commission. 

2) That the facilities hereinbefore described, as more fully described in the 
application which are proposed to be constructed and operated by applicant 
will be used in or for the transportation of natural gas subject to the juris- 
diction of the Commission as an integral part of applicant’s existing natural gas 
pipeline system, and therefore, are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) That applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) That the construction and operation by applicant of the facilities de- 
scribed in paragraph (2) hereof are required by the present or future public 
convenience and necessity, and therefore, applicant’s request for a certificate of 
public convenience and necessity should be granted and applicant authorized to 
perform the aforesaid acts, operations, and service as hereinafter ordered and 
conditioned. 

(5) That the public convenience and necessity require that the following 
reasonable terms and conditions attach to the issuance of the certificate herein 
and to the exercise of the rights granted thereunder: viz., that the maximum 
volume of natural gas delivered by applicant to Container Corporation be limited 
to 6,000 M. c. f. per day as proposed. 

(6) That a request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c) 
(1) of said rules. 


The Commission orders: 


(A) That a certificate of public convenience and necessity be and the same 
hereby is issued to applicant as hereinafter conditioned, authorizing the con- 
struction and operation of the facilities described in findings (2) and (4) hereof. 

(B) That the certificate issued in paragraph (A) hereof shall be deemed ac- 
cepted and of full force and effect, unless refused in writing and under oath by 
applicant within 30 days from the date of issuance of this order. 





















444 FEDERAL POWER COMMISSION 


(C) That, in addition to the general conditions applicable to certificates as 
set forth in subsections (b) ; (ec) (3), (4); and (e) of section 157.20 of the Com- 
mission’s regulations under the Natural Gas Act, there shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof and to the exercise of 
the rights granted thereunder the condition described in finding (5) hereof. 

(D) That the construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by applicant within 8 months from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET No. G-11167 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORIZING ABANDONMENT OF FACILITIES 


Issued March 22, 1957 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pa., filed on October 1, 1956 an appli- 
cation and on December 10, 1956 an amendment thereto, pursuant to section 7 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing it, to install and operate certain natural gas facilities and for 
authority to abandon certain other natural gas facilities, as hereinafter described, 
subject to the jurisdiction of the Commission. 

Applicant proposes to install and operate a 5,280-horsepower compressor sta- 
tion to be known as Majorsville Compressor Station in Sandhill District, Mar- 
shall County, W. Va., in order to expand its underground storage operations 
in the contiguous Majorsville and Heard Storage Fields in Marshall County, 
W. Va., and Washington and Greene Counties, Pa., and in connection therewith to 
abandon and retire the existing 2,500 horsepower, Majorsville Compressor Sta- 
tion in West Finley Township, Washington County, Pa., located approximately 
one-half mile from the proposed station. 

Applicant alleges that due to the condition and obsolescence of the uniis at 
the existing Majorsville Compressor station, it is necessary to install an entirely 
new station. 

Applicant alleges that increased volumes of gas for storage to be received 
from Texas Eastern Transmission Corporation at a pressure of approximately 
550 p. s. i. g. will require it to increase its maximum monthly storage input 
by 875,900 M. c. f. in July 1957, 736,000 M. c. f. in July, 1958 and 588,000 M. ec. f. 
in July 1959. The resulting maximum daily injection rates expected for 1957, 
1958, and 1959 are 112,500, 107,500, and 102,150, respectively. Applicant alleges 
that 5,428 horsepower is required on the maximum input day in 1957 to pump 
said gas to storage at 1,000 p. s. i. g. discharge pressure, 5,079 in 1958, and 
4,678 horsepower in 1959. Applicant estimates that the peak day withdrawal will 
be 47,000 M. c. f. in 1957 and 82,400 M. c. f. in 1958 and 1959. 

The estimated cost of the proposed project is $3,588,000, which will be financed 
by The Columbia Gas System, Inc. as part of its general construction program 
for 1956 and 1957. Giving effect to retirements and salvage the net addition to 
net plant is $3,455,000. 

No new markets are proposed. 
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Temporary authorization for the construction and operation of the proposed 
facilities was granted to applicant on February 1, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 18, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted, and the Commission render a deci- 
sion herein pursuant to section 1.30 (c) (1) of the Commission’s rules of prac- 
tice and procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its prin- 
cipal place of business in Pittsburgh, Pa., is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission 
in its order of December 29, 1944, in docket Nos. G-5938, G-386, G-390, G-—392, 
G—503, G-510, G-496 (4 FPC 821). 

(2) The facilities proposed to be abandoned, as heretofore described, are 
used in the injection into and withdrawal from storage, transportation and 
sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the abandonment thereof by applicant is subject to the re- 
quirements of subsection (b) of section 7 of the Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and ap- 
proving the same should be issued as hereinafter ordered. 

(4) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the injection into and withdrawal from storage, trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of applicant’s existing pipeline 
system, and the construction and operation thereof by applicant, are subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules and regulations of 
the Commission thereunder. 

(7) Not more than 33,700,000 M. c. f., nor the original field pressure of 900 
p. s. i. g., whichever comes first, should be exceeded in the storage operations. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (ec) (3), (ec) (4) and (e) 
of section 157.20 of the Commission’s regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the facilities authorized by this order shall 
be completed and in actual operation on or before June 30, 1957, and that the 
abandonment of facilities be completed by September 30, 1957. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) of said 
rules. 
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The Commission orders: 


(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, for the injection 
into and withdrawal from storage, transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ce) (1), (¢) (3), (ce) (4) and (e) of Section 157.20 of the 
Commission’s regulations under the Natural Gas Act shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The facilities hereby authorized shall be constructed and said facilities 
shall be placed in actual operation as provided by paragraph (b) of Section 157.20 
of the regulations under the Natural Gas Act by June 30, 1957, and the abandon- 
ment of the facilities authorized herein shall be completed by September 30, 1957. 

(E) Applicant shall report to the Commission in writing the date of the aban- 
donment of the facilities authorized herein within 10 days after the date of such 
abandonment. 

(F) Semiannual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas in- 
jected and withdrawn from the Majorsville Storage Field, the shut-in pressure 
of each well corresponding to the volume of gas in the storage; together with 
a statement by wells of the maximum daily injection and withdrawal rates ex- 
perienced and the well-head working pressure of each well corresponding to such 
rates. There shall be included with each report a map showing the shut-in 
pressures in all storage wells and similar pressures on all wells in the area im- 
mediately adjacent to the storage field. Reports shall be filed until applicant has 
completed two injection and withdrawal cycles when the shut-in storage pressure, 
after the injection cycle, has reached or has closely approximated the original 
field pressure of 900 p. s. i. g. Not more than 33,700,000 M. c. f., nor pressure 
of 900 p. s. i. g. whichever comes first shall be exceeded as a result of storage 
operations, without further certification by this Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—11406 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
Issued March 22, 1957 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
principal place of business at 2223 Dodge Street, Omaha, Nebr., filed in docket 
No. G—11406 on November 1, 1956, an application for a certificate of public 
convenience and necessity, pursuant to section 7 (c) of the Natural Gas Act, 
authorizing applicant to render service as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the application. 
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Applicant proposes to construct and operate, as an integral part of its existing 
natural gas system, certain natural gas facilities as hereinafter described 
which are necessary to the transportation and sale of natural gas in interstate 
commerce by applicant. Applicant proposes to make a direct sale of natural gas 
on an interruptible basis pursuant to a contract dated August 7, 1956, to the 
Joint Independent Consolidated School District No. 15 (School District) of 
Dakota and Scott Counties, Minn., for use in the consolidated school located 
in Dakota County. 

The facilities proposed to be constructed and operated by Applicant consist 
of a side tap, and a measuring and regulating station to be used in delivering 
gas to the recently completed school, which has dual fuel burning equipment and 
will use oil as standby fuel. The facilities will be located on applicant’s 24-inch 
line in Dakota County, near Minneapolis, at a point approximately 1,000 feet 
east of the school. School District will construct, own and operate the necessary 
facilities from the outlet of applicant’s measuring station. 

Applicant estimates annual sales to School District at 10,100 M. ec. f. and 
the maximum daily demand at 112 M. c.f. The proposed sale will not require 
any increase in applicant’s delivery capacity and will not adversely affect 
applicant’s ability to serve the firm requirements of its utility customers. 

Applicant has estimated the cost of constructing and installing the necessary 
facilities required to provide the proposed service at $3,000, which will be 
financed from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission's rules of 
practice and procedure. 


The Commission finds: 


(1) The applicant, Northern Natural Gas Company, is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing. pipeline system, 
and therefore, are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 

(3) The applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities described 
in paragraph (2) hereof are required by the public convenience and necessity, 
and therefore, applicant’s request for a certificate of public convenience and 
necessity should be granted and applicant authorized to perform the aforesaid 
acts, operations and service as hereinafter ordered and conditioned. 

(5) The request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
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having been denied by the Commission, is granted pursuant to section 1.30 (c) 
(1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to applicant as hereinafter conditioned, authorizing the construction and 
operation of the facilities described in finding (2) hereof. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect, unless refused in writing and under oath by appli- 
cant within 30 days from.the date of issuance of this order. 

(C) There shall attach to the issuance of certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder, the general con- 
ditions applicable to certificates set forth in subsections (b), (c) (3), (c) (4) 
and (e) of section 157.20 of the Commission’s Regulations under the Natural 
Gas Act. 

(D) The construction of the favilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by applicant, and the operation and 
service also authorized by said paragraph shall be actually undertaken and 
regularly performed by applicant within 3 months from the date of issuance of 
this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

































PUBLIC UTILITY DISTRICT NO. 2 OF GRANT COUNTY, WASHINGTON, 
PROJECT NO. 2114 


ORDER APPROVING REVISED EXHIBIT 
Issued March 22, 1957 


Public Utility District No. 2 of Grant County, Washington, licensee for major 
Project No. 2114, in compliance with the Commission’s November 26, 1956 order 
approving revised exhibit as part of the license for the project, filed on January 
31, 1957, an application for amendment of the license to include therein the 
following exhibit showing the lands within the project reservoir : 

Exhibit K-Sheet 1 Revised, dated December 19, 1956 (FPC No. 211446)— 
Priest Rapids Project Reservoir Map. 





The Commission finds: 


The above-described exhibit, superseding exhibit K-Sheet 1 revised (FPC 
No. 2114-45), now part of the license for the project, is consistent with the map 
designated “Real Estate Priest Rapids Dam, Segment ‘A’, February 17, 1956” 
attached to the application (letter) of the licensee dated May 2, 1956, to the 
Commanding General, 2d Division and Fort Lewis, Fort Lewis, Wash., and 
conforms to the Commission’s rules and regulations and should be approved 
as part of the license for the project as hereinafter provided, and said super- 
seded exhibit should be eliminated from the license for the project. 


The Commission orders: 


(A) Exhibit K—Sheet 1 revised, dated December 19, 1956 (FPC No. 2114-46) 
is approved as part of the license for project No. 2114: Provided, That the licensee 
shall upon termination of the use for borrow area purposes of the lands within 
the Yakima Firing Center located in section 20, T, 14 N., R. 23 E., Willamette 
meridian, Washington, restore the said lands to a condition satisfactory to the 
Commanding General, Fort Lewis, Wash. 

(B) Exhibit K-Sheet 1 revised (FPC No. 211445) is eliminated from the 
license for the project. 
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(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GRAND RIVER DAM AUTHORITY, PROJECT NO. 2183 
ORDER AMENDING ORDER ISSUING LICENSE (MAJOR) 


Issued March 22, 1957 





































Grand River Dam Authority (Applicant), by letter filed February 1, 1957, 
has requested further amendment of article 13 of the Commission’s order of 
June 22, 1955, as amended by order of December 13, 1956, issuing license for 
the proposed Markham Ferry project on the Grand River in OFlahoma. 

The proposed amendment was referred to the Chief of Engineers, pursuant 
to section 4 (e) of the Federal Power Act. As the result of a conference held 
on February 25, 1957, in which representatives of the Office of the Chief of 
Engineers, the applicant, and the Commission’s staff participated, the Chief of 
Icngineers, by letter dated February 26, 1957, has.recommended that said article 
13 be further amended as hereinafter provided. 


The Commission finds: 





Further amendment of article 13 of the aforesaid order, as hereinafter pro- 
vided, will not be inconsistent with the public interest. 





The Commission orders: 


(A) Article 13 of the Commission’s order of June 22, 1955, as amended, is 
further amended to read as follows: 

Article 13. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, as 
may be necessary for the purposes of navigation on the navigable waterway 
affected ; and the operations of the licensee, so far as they affect the use, storage 
and discharge from storage of waters above the dead storage pool (dead stor- 
age pool being that portion of the pool which is not used for operational pur- 
poses), shall at all times be controlled by such reasonable rules and regulations 
as the Secretary of the Army may prescribe in the interest of navigation and 
flood control, and as the Commission may prescribe for the protection of life, 
health, and property, and in the interest of the fullest practicable conservation 
and utilization of such waters for power purposes and for other beneficial 
public uses, including recreational purposes; and the licensee shall release 
water from the project reservoir above the dead storage pool at such rate in 
cubic feet per second, or such volume in acre-feet per specified period of time, 
as the Secretary of the Army may prescribe in the interest of navigation or 
flood control, or as the Commission may prescribe for the other purposes here- 
inbefore mentioned. 

(B) This order amending the Commission’s order issued June 22, 1955, as 
amended by order issued December 13, 1956, in project No. 2183, shall be 
accepted by Grand River Dam Authority within 30 days from the date of its 
issuance, or within such further period of time as may be granted by the Com- 
mission, and said order issued June 22, 1955, as amended by order issued De- 
cember 13, 1956, shall not become effective without acceptance of the provisions 
of those orders as amended by the provisions of this order. 





450 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET No. E-6732 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
Issued March 26, 1957 


Black Hills Power and Light Company (applicant), incorporated under the 
laws of the State of South Dakota and doing business as a qualified foreign 
corporation in the State of Wyoming with its principal place of business in Rapid 
City, S. D., filed an application on February 25, 1957, as amended on March 20 and 
25, 1957 for authorization pursuant to section 204 of the Federal Power Act, to 
issue 34,377 shares of common stock, par value $1 per share. 

The proposed shares of common stock will be offered to the holders of appli- 
cant’s presently outstanding common stock pursuant to preemptive rights. The 
shares will be offered to holders of record of applicant’s outstanding common 
stock at the close of business on March 22, 1957, at a price of $22 per share, 
on the basis of one share for each eight shares held of record. Rights to sub- 
scribe will be evidenced by transferrable subscription warrants carrying an over- 
subscription privilege. 

Applicant proposes to enter into an agreement with Dillon, Read & Co., New 
York 5, N. Y., as dealer manager in which the latter agrees to use its best efforts 
to form a group of dealers for the purpose of soliciting the exercise of the war- 
rants. For that service applicant proposes to pay under its agreement with 
Dillon, Read the sum of $5,000 plus 25 cents per share for each share of com- 
mon stock issued through the efforts of the dealer manager or other dealers. 

In addition, applicant proposes to enter into an underwriting agreement with 
Dillon, Read for the purchase of any unsubscribed shares of the proposed issu- 
ance. For that service applicant proposes to pay under its agreement with Dil- 
lon, Read 50 cents per share for each of the 34,377 shares to be issued plus an 
amount equal to 15 cents per share if the number of shares to be purchased by 
the underwriter is more than 5,157 shares but less than 8,595 shares and an 
amount equal to 25 cents per share if the total number of shares to be purchased 
by the underwriter is 8,595 shares or more. Applicant also proposes to pay un- 
der that underwriting agreement the amount of $5,000 to meet certain expenses 
associated with the underwriting. 

The proceeds to be obtained from the proposed issuance of common stock esti- 
mated in the amount of $725,000 will be applied to (1) discharge short term bank 
loan obligations of applicant aggregating $600,000 in principal amount as of 
January 31, 1957, and (2) carry forward applicant’s current construction pro- 
gram estimated to require approximately $2,100,000 during the current year. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Wyoming Public Service Commission and to the 
Governor of each of those states. Notice of the application has also been given 
by publication in the Federal Register on March 138, 1957 (22 FR 1620), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before March 22, 1957, with 
the Federal Power Commission, Washington 25, D. C. No protest or petition or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 





FEDERAL POWER COMMISSION 451 


as heretofore determined and set out in the Commission’s order issued January 
28, 1954, In the Matter of Black Hills Power and Light Company, Docket No. 
E-6538. 

(2) The proposed issuance of common stock will constitute an issuance of 
securities within the purview of section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of section 204 (f) of the Federal Power Act, and the proposed issue 
is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the Federal Power Act. 

(4) The proposed issuance of common stock is exempted by the provisions of 
section 34.la (a) (3) of the Commission’s regulations under the Federal Power 
Act from the requirements of competitive bidding. 

(5) There is no affiliation, direct, or indirect, through directors, officers or 
stockholders or the ownership of securities or otherwise between applicant and 
Dillon, Read. 

(6) The fees proposed to be paid to Dillon, Read in connection with the pro- 
posed issuance of common stock by applicant do not appear to be unreasonable. 

(7) The proposed issuance of common stock as hereinafter authorized will be 
for a lawful object, within the corporate powers of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(8) The public notice given the aforesaid application is reasonable. 

The Commission orders: 


(A) The proposed issuance and sale of common stock, as described above, upon 
the terms and conditions and for the purposes specified in the application, be 
und the same is hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever, 
which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States with respect to any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CONSOLIDATED GAS UTILITIES CORPORATION, ET AL., DOCKET NO. 
G-10070, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY * 


Issued March 26, 1957 


Consolidated Gas Utilities Corporation, (Consolidated), a Delaware corpora- 
tion with its principal place of business at Oklahoma City, Okla., filed on March 8, 
1956, an application for a certificate of public convenience and necessity pursuant 


21 Omitted portions of this order relate to the issuance of independent producer certificates. 
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to section 7 of the Natural Gas Act, for the construction, installation and opera- 
tion of approximately 2.5 miles of 6-inch lateral pipeline to receive natural 
gas produced by Russell Cobb, Jr., from wells located in the South Hunter 
Field, Garfield County, Okla., as more fully described in the application on file 
in docket No. G-—10070, the estimated total cost of which is approximately 
$29,239 which will be financed from funds on hand. 

* * 





























* 





+. * * o 

The gas supply, which will become available by operation of Consolidated’s 
proposed facilities, is reasonably adequate to justify the costs of the proposed 
construction of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 14, 1957, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
cecision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) Consolidated Gas Utilities Corporation is “a natural-gas company” within 
the meaning of the Natural Gas Act as heretofore determined by the Commis- 
sion in its order of January 4, 1944, in docket No. G-365 (4 FPC 477). 

(2) The facilities hereinbefore described, as more fully described in Con- 
solidated’s application, are to be used in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, as integral parts of Consolidated’s existing 
pipeline system, and the construction and operation thereof are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

> * * * * . * 

(5) The parties to this proceeding are able and willing properly to do the 
acts and to perform the service proposed by each and to conform to the provi- 
sions of the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(6) The proposed construction and operation of the facilities by Consolidated 
and the proposed sale of natural gas by Russell Cobb, Jr., and Monsanto 
Chemical Company, together with the operation of any facilities, subject to the 
jurisdiction of the Commission necessary therefor are required by the public 
convenience and necessity and certificates therefor should be issued as herein- 
after ordered and conditioned. 


















The Commission orders: 





(A) A certificate of public convenience and necessity is hereby issued author- 
izing Consolidated to construct and operate the facilities described in its appli- 
cation consisting of 2.5 miles of 6-inch pipeline together with metering facilities 
and appurtenances for the purpose of transporting natural gas purchased from 


Russell Cobb, Jr., all as more fully described in the application therefor in Docket 
No. G—10070. 








* * * * * * 


(D) The certificate to Consolidated shall be accepted in writing and under 
oath by a responsible official of Consolidated and the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and the exercise of 
the rights granted hereunder. 

* * £ * ¥ * * 
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(F) The certificates issued are not transferable and shall be effective as long 
as the respective Applicants continue the acts and operations authorized in 
accordance with the Natural Gas Act and the rules, regulations and orders of 
the Commission. 

7 * * * * * x 


Before Commissioners: Jerome B. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORANGHB GROVE OIL AND GAS CORPORATION AND H. J. MOSSER, 
DOCKET NO. G-8518 


ASSOCIATED OIL AND GAS COMPANY, DOCKET NO. G-8519 
ORDER DENYING PETITION FOR REHEARING 
Issued March 28, 1957 


On February 27, 1957, Orange Grove Oil and Gas Corporation and H. J. Mosser 
(Orange Grove), and Associated Oil and Gas Company (Associated), filed a joint 
petition for rehearing of the Commission’s order issued in these proceedings 
on February 6, 1957, 17 F. P. C. 199. By that order we disallowed increases in 
rates from 6.7 cents per M. c. f. and 6.5 cents per M. c. f. to 12 cents per M. c. f. for 
sales of gas by Orange Grove and Associated to Trunkline Gas Company. Our 
order affirmed the initial decision of the presiding examiner and denied motions 
for oral argument and for reopening of the proceedings. 

Orange Grove and Associated (referred to herein collectively as petitioners) 
contend that the Commission should have reopened the record in these proceed- 
ings to permit them to present evidence in conformity with the requirements 
of the City of Detroit case* and the Union Oil case.* In acting upon their request 
to reopen the record, which of necessity is addressed to the Commission’s discre- 
tion,? our decision is based upon consideration of all elements of the public 
interest including that of the ultimate consumers whom the act is designed to 
protect. We must also heed the requirement of section 4 (e) that we “give 
to the hearing and decision of [rate increase proceedings] preference over 
other questions pending before [us] and decide the same as speedily as possible.” 

With these considerations in mind it is significant that these proceedings were 
initiated by the rate increase filings of Petitioners on January 25, 1955—more 
than 2 years ago. Hearings were completed on January 17, 1956, 1 month after 
the issuance of the court’s decision in the City of Detroit case. The presiding 
examiner’s decision dismissing the rate increases for failure of petitioners to sus- 
tain their burden of proof under section 4 (e) of the Natural Gas Act was issued 
on August 14, 1956. In that decision the presiding examiner relied heavily upon 
our orders issued October 24, 1955, In the Matters of Union Oil Company of 
California, et al., docket Nos. G-4331, et al., and In the Matters of Sun Oil Com- 
pany, et al., docket Nos. G-8288, et al., in which the Commission indicated that 
evidence of arm’s-length bargaining and area or field prices was not sufficient 
to sustain the burden of proof of reasonableness of increased rates. After de- 
tailed examination of the record he found that the evidence presented by pe- 
titioners “appears to be substantially of the same nature and scope as that pre- 


1 City of Detrott v. F. P. 0., 230 F. 24 810 (CADC, December 15, 1955), certiorari denied, 
352 U. 8S. 829. 


2In the Matters of Union Oil Company of California, et al., docket Nos. G—4331, et al., 
opinion No. 300, issued December 6, 1956, 16 F. P. C. 100. ; 
* of. I. O. O. v. Jersey City, 8322 U. S. 503, 514-515 (1944). 
506455—59——_31 





454 FEDERAL POWER COMMISSION 


sented” in the Union Oil and Sun Oil cases. He concluded that their additional! 
evidence of ‘“‘workable competition” did not remove petitioners’ case from the 
analogy of the Union Oil and Sun Oil orders. 

Petitioners filed joint exceptions to the presiding examiner’s decision on Sep- 
tember 24, 1956. But they did not request reopening of the record for the purpose 
of adducing additional evidence although, at least by that late date, they were 
clearly on notice that we would require more than the kind of evidence they had 
presented. Petitioners do not now point to any change in circumstances or 
discovery of new facts since the issuance of our order on February 6, 1957. 
Neither have any changes been shown to have occurred since the close of the 
record in this proceeding. Petitioners rely upon our opinion in the Union Oil 
case as grounds to reopen, but the Union Oil opinion and the denial of certiorari 
in the City of Detroit case do not constitute changes in law. On the contrary, 
they are recognition that the law enunciated by the Court of Appeals in the City 
of Detroit case, issued December 15, 1955, has not changed. We find that further 
delay in these proceedings would not be in the public interest. 

Petitioners allege that our order of February 6, 1957, did not contain sufficient 
subsidiary findings to sustain the granting of the motion to dismiss and, at the 
same time, they attack our reliance upon the rationale of City of Detroit case as 
requiring the dismissal. It is clear from our order that we considered the evi- 
dence presented by petitioners to be insufficient to sustain their burden of proof. 
We cited to the City of Detroit case and our Union Oil opinion in explanation of 
our subsidiary findings that none of the evidence was designed to show what 
rates are needed to further exploration or other production functions. We fur- 
ther found that on the record it was not possible to strike a fair balance between 
investor and consumer interests, and we concluded that the record contains 
nothing which could be used as the basis of comparison held to be essential in 
the City of Detroit case. 

The petitioners contend that the regulated rate is only a substitute for a com- 
petitive market price and since they have shown, they argue, that their increased 
rates are at the competitive market price, the Commission should approve their 
increased rates as just and reasonable. We note here, as we did in our order 
denying rehearing in the Union Oil case,‘ that in the City of Detroit case the court 
was interpreting substantive statutory and constitutional standards applicable 
te all natural-gas companies whether they be interstate transmission companies 
or independent producers. The justness and reasonableness of rates are meas- 
ured by a balancing of investor and consumer interests, by the protection afforded 
to the ultimate consumers through limiting the rate to that which is needed, but 
no more than is needed. Petitioners’ evidence supplies no basis enabling us to 
make the required determination of justness and reasonableness. 

In renewing an argument that our requirement that petitioners prove the 
reasonableness of their increased rates results in unlawful discrimination, pe- 
titioners rely upon a series of cases involving the constitutionality of State 
statutes or local ordinances construed as violating the 14th amendment. It is 
well settled, however, that the 14th amendment is not applicable to the exercise 
of the commerce power by the Federal Government. Currin v. Wallace, 306 
U.S. 1, 14 (1939). Furthermore, it is a “fundamental principle that where Con- 
gress has entrusted an administrative agency with the responsibility of selecting 
the means of achieving the statutory policy ‘the relation of the remedy to policy 
is peculiarly a matter for administrative competence.’ ” American Power Com- 
pany v. Securities and Exchange Commission, 329 U. 8.90, 112 (1946). Lack of 

uniformity furnishes no ground for complaint. We have proceeded case by case 


Order denying petitions for rehearing, In the Matters of Union Oil Company of Cali- 
fornia, et al., docket Nos. G—4331, et al., issued January 31, 1957, 17 F. P. C, 89. 
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in conformity with statutory language and policy, treating each case on the basis 
of its own facts and circumstances.° Cf. American Power Company v. Securities 
and Exchange Commission, supra, at 106. 

Since the action taken by the Commission in suspending petitioners’ increased 
rates and entering upon a hearing to determine the reasonableness of those 
rates is clearly within the grant of the Commission’s discretionary authority, 
petitioners have no right to require the Commission to exercise its discretion in 
a different manner. (Section 4 of the act) 

With respect to Orange Grove’s claim that it is entitled to the increased rates 
pursuant to a favored-nation clause in a superseded contract, it is sufficient to 
note that Orange Grove has exercised its right under the Commission’s Regula- 
tions to file a change in the form of a renegotiated contract. We are concerned 
with the proof of reasonableness of the increased rates contained in that super- 
seding contract filed on January 26, 1955. In any event, proof of reasonableness 
of an increased rate is the same under the act regardless of the manner in which 
it is arrived at by the contracting parties. Order denying petitions for rehearing, 
issued January 31, 1957, Jn the Matters of Union Oil Company of California, et al., 
docket Nos. G—4331, et al. 

Associated has directed our attention to the fact that although it was author- 
ized by the Commission to collect the increased rates subject to refund as of 
April 26, 1955, it has continued to bill Trunkline Gas Company under the lower 
rate. To that extent, paragraphs (C) and (D) of our order of February 6, 
1957, which directed the making of refunds by Orange Grove and Associated, 
are inapplicable. 


The Commission finds: 


The petition for rehearing of our order issued February 6, 1957 in these con- 
solidated proceedings sets forth no new facts and no principles of law which 
either were not fully considered by the Commission when it adopted the order 
or which, now having been considered, warrant any change in such order. All 
contentions and objections not specifically discussed herein have been considered 
and found to be either without basis in law or support in fact but are not 
sufficiently material to warrant individual treatment or have been adequately 
disposed of otherwise. 


The Commission orders: 


The petition for rehearing of our order issued on February 6, 1957, in these 
proceedings filed by Orange Grove and Associated on February 27, 1957, is hereby 
denied. 

Commissioners Dicey and STUECK dissenting. 


Before Commissioners: Jerome B. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST POWER COMPANY, PROJECT NO. 2173 
ORDER DENYING PETITION TO REOPEN AND CONTINUE PROCEEDING 
Issued March 28, 1957 


On March 8, 1957 National Hells Canyon Association, Inc. (intervener), filed 
a petition “(a) to reopen the subject proceeding for the purpose of including in 
the record the February 15, 1957 letter of the Secretary of the Interior to the 


5 With respect to other rate increase filings which were accepted for filing without sus- 
pension, it is significant that acceptance for filing does not constitute a determination of 
reasonableness of the filed rates. Regulations under the Natural Gas Act, section 154.101. 
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chairman of the Commission relative to the proceeding, and for the further 
purpose of taking testimony about the additional studies of the Mid-Snake 
referred to therein; and (b) to continue the proceeding until such time as such 
studies may be expected to be completed.” 

The Pacific Northwest Power Company (applicant) on March 14, 1957 filed an 
answer opposing the aforesaid petition. 

Apparently, the above reference in item (a) to a letter of February 15, 1957 
from the Secretary of the Interior is to an undated letter attached to a press 
release by the Department of the Interior dated February 15, 1957, which letter 
is a copy of the Secretary’s letter transmitted to the Commission under date of 
February 14, 1957. 

The letter dated February 14, 1957 states that the Secretary of the Interior 
is requesting that the Bureau of Reclamation study the feasibility of a potential 
dam at the Pleasant Valley site creating a reservoir to elevation 1,685 feet which 
would have a total storage capacity of 2,570,000 acre-feet including 1,300,000 
acre-feet for flood control. The potential high dam and reservoir at the Pleasant 
Valley site would inundate by some 195 feet the high Heils Canyon dam site 
favored by intervener in its petition for certiorari now pending before the 
Supreme Court of the United States in National Hells Canyon Association, Inc., 
et al. vy. Federal Power Commission, et al., No. 773. Consequently, since a high 
dam at the Pleasant Valley site would be in conflict with any dam at the Hells 
Canyon site, the interest of intervener in a potential high dam at Pleasant Valley 
appears to be inconsistent with its position before the Commission and the courts 
respecting the Hells Canyon reach of the Snake River. 

On March 20, 1957, intervener filed a supplement to its petition to reopen and 
continue the proceeding, which supplement reads as follows: 

Counsel for intervenor, National Hells Canyon Association, Inc., has been 
orally advised by the.office of Maj. Gen. Emerson C. Itschner, Corps of Army 
Engineers, that the Corps has now decided to include a restudy of the Nez Perce 
project in the current review of its 1948 Review Report. This information will 
be confirmed by the Corps in writing. Accordingly, intervenor further petitions 
the Commission : 

(a) to reopen the subject proceeding for the additional purpose of taking 
testimony about the new study of the Nez Perce project now to be undertaken 
by the Corps when such study is completed ; and 

(b) to continue the proceeding until such time as this study, as well as the 
new studies of the Mid-Snake by the Department of the Interior, may be ex- 
pected to be completed. 

The record in this proceeding contains reports by the Army Corps of Engi- 
neers, by the Bureau of Reclamation, and by others including the Commission’s 
staff. Should an additional report of the Bureau of Reclamation or the Corps 
of Engineers be submitted for the record, notice thereof will be given to all 
parties in accordance with normal procedure in such matters. 

After a postponement at the request of intervener, the hearing in this pro- 
ceeding commenced on June 25, 1956 and was concluded on December 19, 1956. 
Normal procedure under the Federal Power Act and the Administrative Pro- 
cedure Act does not permit indefinite delay in this matter. 


The Commission finds: 


Intervener has not shown good cause to reopen and continue the proceeding 
as requested. 


The Commission Orders: 


The aforesaid petition to reopen and continue this proceeding, as supplemented, 
is hereby denied. 
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Before Commissioners: Jerome B. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6724 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
Issued March 29, 1957 


El Paso Electric Company (applicant), incorporated under the laws of the 
State of Texas, and qualified to do business as a foreign corporation in the 
State of New Mexico, with its principal place of business in El Paso, Tex., filed 
an application on January 15, 1957, as amended February 15 and March 18, 
1957, requesting an order, pursuant to section 204 of the Federal Power Act, 
authorizing the issuance of 1,792,824 shares of common stock, par value $5 per 
share. 

The proposed issuance will be accomplished in the following action. Applicant 
proposes to change the presently issued and outstanding 896,412 shares of com- 
mon stock without par value into 1,792,824 shares of the par value of $5 per 
share, such change and conversion to be evidenced, in lieu of the surrender 
and exchange of existing certificates, through the issuance to the holders of 
common stock of record as of the close of business on the date the proposed 
Amendment to the Charter becomes effective, of certificates for 896,412 addi- 
tional shares of common stock on the basis of one additional share of common 
stock for each share of common stock outstanding. Pursuant to a resolution 
of applicant’s board of directors, a special meeting of applicant’s stockholders 
was held March 14, 1957, and stockholder approval of the proposed issuance 
and change in par value of applicant’s presently issued and outstanding com- 
mon stock was obtained. 

Since applicant’s presently outstanding common stock without par value ag- 
gregates a total recorded amount of $8,060,789 as compared with a total par 
value of $8,964,120 to be required for the proposed 1,792,824 shares with a par 
value of $5 per share, the difference of $903,331 will be transferred from ap- 
plicant’s earned surplus account to its common capital stock account in order 
to make the proposed shares fully paid. 

Applicant states that the change in the par value of the shares of common 
stock as well as the split thereof on the basis of one additional share of com- 
mon stock of the par value of $5 per share for each share of common stock held 
on the date the proposed amendment to the charter becomes effective will tend 
to establish a price per share for the stock that will broaden interest therein 
and attract additional investors as well as effect savings to stockholders in 
transfer taxes. 

Written notice of the application has been given to the Railroad Commission of 
Texas and the Public Service Commission of New Mexico and to the Governor of 
each of those States. Notice of the application also was published in the Fed- 
eral Register on January 29, 1957 (22 F. R. 586), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before February 15, 1957, No protest or petition or 
request to be heard in opposition to the granting of said application has been 
received. 

The Public Service Commission of New Mexico by order dated January 21, 
1957, approved the proposed issuance and change in par value of common stock 
outstanding. 
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The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 6, 1956, 
In the Matter of El Paso Electric Company, docket No. E-6665. 

(2) The proposed issuance of common stock, as described above, will constitute 
an issuance of securities within the purview of section 204 of the act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of section 204 (f) of the act, and the proposed issuance of common 
stock is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the act. 

(4) The proposed issuance of common stock will be exempt from the competi- 
tive bidding requirements of section 34.1a of the Cemmission’s regulations under 
the Federal Power Act by reason of paragraph 34.1a (a) (1) thereof. 

(5) The proposed issuance of common stock, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The proposed issuance of 1,792,824 shares of $5 par value common stock, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome B. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-10524 
ORDER GRANTING APPEAL AND REVERSING RULINGS OF PRESIDING EXAMINER 


Issued March 29, 1957 


The Public Service Commission of Wisconsin, on March 12, 1957, filed its 
appeal from the rulings of the presiding examiner excluding certain proferred 
testimony and evidence, together with a motion requesting reversal of those 
rulings. 

Statements in support of that appeal and motion were filed by the city of 
Detroit, Mich., and Commission staff counsel on March 20 and 22, 1957, respec- 
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tively. Answer and opposition to the appeal and motion was filed by Michigan 
Wisconsin Pipe Line Company on March 22, 1957. 

The excluded evidence, identified on the record as Exhibit Nos. 13, 14, and 15 
relates to one issue sought to be raised by the Wisconsin Commission, namely, 
the effect and treatment which should be given in this rate proceeding to the 
difference between the income taxes claimed by Michigan Wisconsin in its cost 
of service for the test year and the income taxes payable as a result of the 
election by Michigan Wisconsin (and other subsidiaries in the American Natural 
Gas Company system) to use liberalized depreciation (sum-of-the-years-digit 
method) permitted by section 167 of the Internal Revenue Code of 1954, instead 
of straight-line depreciation. 

The Wisconsin Commission asserts that the presiding examiner erred in con- 
cluding that the proffered evidence was not material or relevant because we had 
determined this issue in docket No. G-6358. In the Matter of Amere Gas Utili- 
ties Company, et al. The Wisconsin Commission further urges that the propriety 
of inclusion of such evidence in this rate case is supported by our order dismissing 
application for rehearing in docket No. G-6358,? by our motion to dismiss the 
petition to review the determination in that docket,’ and by the inapplicability 
of the doctrine of res judicata to rate proceedings. 

We are of the opinion that the rulings of the presiding examiner should be 
reversed. 

Our determination in the Amere case (docket No. G—6358) was upon a peti- 
tion for a declaratory order filed by Amere and its affiliates in the Columbia 
Gas System, Inc. That determination expresses our view that “the accounting 
and reporting procedures we prescribed in our orders No. 171 and No. 171-A, 
concerning accelerated amortization under section 124A (now section 168) of 
the Internal Revenue Code, appear to be appropriate and fully adequate in the 
instant situation, to insure against misunderstanding by investors or the general 
public and to maintain sound accounting methods.” ‘ 

We have heretofore stated that “determination of the accurateness of the 
rulings of the presiding examiner must be determined upon a consideration of 
the posture of the case at the time such rulings were made.”* That statement is 
equally applicable here. 

We did not in the Amere proceeding implement our expressed views by pre- 
scribing changes in the system of accounts nor did we have a specific rate case 
before us wherein to effectuate those views. 

Michigan Wisconsin, although it was not a petitioner in that proceeding, can 
of course rely on the views and policies expressed by the Commission in the pre- 
sentation of evidence and testimony in its rate case. In the present posture 
of the Amere case, however, it is clear that Michigan Wisconsin’s reliance on 
that decision is subject to challenge by a party to the rate case. 

It is our view that the Wisconsin Commission should be allowed to raise 
this issue in this proceeding in rebuttal or opposition to the position taken by 
Michigan Wisconsin in the presentation of evidence in support of its increased 
rates and charges. This being so, we find that the Wisconsin Commission should 
also be allowed to present evidence to reflect its position. 


2Order issued June 30, 1956, affirming presiding examiner’s decision issued February 
29, 1956 (15 F. P. C. 781). 

2 Order issued August 29, 1956 (16 F. P. C. 880). 

2 City of Lexington, Kentucky, et al. v. F. P. C., No. 13590, C. A. D. C. 

4 Order issued June 30, 1956, docket No. G-6358 (15 F. P. C. 781, 782). 

® In the Matter of Northern Natural Gas Company, docket No. G—2399, et al., order issued 
March 9, 1956 (15 F. P. C. 1207). 
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The Commission orders: 


(A) The appeal filed by the Wisconsin Commission from the rulings of the 
presiding examiner and the motion requesting reversal of those denials hereby 
are granted. 

(B) The presiding examiner hereby is directed to receive exhibit Nos. 13, 
14, and 15 for identification, in evidence, subject to such cross-examination as 
the parties to this proceeding desire to undertake. 

Commissioner Diepy dissenting. 





Before Commissioners: Jerome B. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-12118 


ORDER MODIFYING ORDER PROVIDING FOR HEARING AND SUSPENDING PROPOSED REVISED 
TARIFF SHEET 


Issued March 29, 1957 





By order issued March 1, 1957, in this proceeding, the Commission, pursuant 
to the authority of the Natural Gas Act, entered upon a hearing concerning 
the lawfulness of certain increased rates and charges provided in Arkansas 
Louisiana Gas Company’s proposed third revised sheet No. 60 to its FPC Gas 
Tariff, Original Volume No. 2, and, pending decision therein, suspended and 
deferred the use thereof until August 4, 1957, unless otherwise ordered by the 
Commission, and until such further time thereafter as it may be made effective 
in the manner prescribed by the Natural Gas Act. 

On March 20, 1957, Arkansas Louisiana filed a request for shortening the 
suspension period of the aforementioned third revised sheet No. 60 to April 1, 
1957, or such later date on which shall become effective the related increased 
rates of Southwest Gas Producing Company (Southwest). 

In support of the request, Arkansas Louisiana states that it deliberately with- 
held resubmission of its proposed increase until a time not more than 60 days 
prior to April 1, 1957, the date upon which it was anticipated that Southwest 
would move to place in effect its related increased rates to Texas Eastern Trans- 
mission Corporation (Texas Eastern). Southwest, the purchaser from Arkansas 
Louisiana, can not derive any benefit under the price increases to Texas East- 
ern,’ until April 1, 1957 at the earliest. Arkansas Louisiana states that it be 
lieved that an earlier filing might have been subject to rejection. Arkansas 
Louisiana also states that failure to grant its request would unjustly deprive it 
of monies to which it is rightfully entitled under its contract with Southwest 
and correspondingly enrich Southwest. 


The Commission finds: 

Good cause exists that the request of Arkansas Louisiana that the suspension 
period of its proposed rate increase in third revised sheet No. 60 to its FPC Gas 
Tariff, Original Volume No. 2, comprising a portion of its rate schedule XFS-3, 
be shortened to April 1, 1957, be granted. 

The Commission orders: 


(A) Paragraph “(B)” of the order issued herein on March 1, 1957, is hereby 
amended to read as follows: 


(B) Pending such hearing and decision thereon, Arkansas Louisiana’s pro- 
posed third revised sheet No. 60 to its FPC Gas Tariff, Original Volume No. 2, 


2 Under suspension in dockets Nos. G-11355 and G—11356. 
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hereby is suspended, and its use deferred until April 1, 1957, or such later date 
on which the increased rates of Southwest, under suspension in dockets Nos. 
G-11355 and G-—11356 shall become effective, and unless otherwise ordered by 
the Commission, until such further time thereafter as it may be made effective 
in the manner prescribed by the Natural Gas Act. 

(B) Except as hereby amended, the Order Suspending Proposed Revised 
Tariff Sheet and Providing for Hearing, issued herein on March 1, 1957, shall 
remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
#rederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. G-2327 AND 
G-9850 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G-2399, G-2460, 
G-4259, G-4260, G-4261, AND G-—12241 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12135 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-12242 


IRON RANGES NATURAL GAS COMPANY, DOCKET NOS. G-09648, G-12223, 


AND G-12217 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. G-9451, 
G-9452, AND G-9453 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-9454 AND 
G-11107 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. G-9966 
ORDER CONSOLIDATING PROCEEDINGS AND FIXING DATE OF HEARING 
Issued March 29, 1957 


The Commission by Opinion No. 276 and accompanying order issued October 
1, 1954, among other things issued a certificate of public convenience and neces- 
sity to American Louisiana Pipe Line Company,’ docket No. G—2306, authorizing 
American Louisiana to construct a new pipeline system approximately 1,300 
miles in length extending from North Tepetate, La., to Detroit, Mich. This 
pipeline now constructed and in operation has an estimated capacity of approxi- 
mately 360,000 M. c. f. of natural gas per day.’ 


2 Hereinafter referred to as “American Louisiana.” 

2 The pipeline authorized to be constructed in docket No. G-2306 was to have a capacity 
estimated to be approximately 300,000 M. c. f. By virtue of temporary authorization 
issued pending final determination of its application filed in docket No. G-10396, American 


Louisiana has increased the capacity of its pipeline system to approximately 360,000 
M. c. f. per day. 
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Subsequently, the Commission by Opinion No. 291 and accompanying order 
issued May 7, 1956, among other things, issued a certificate of public convenience 
and necessity authorizing American Louisiana to construct a lateral consisting 
of approximately 117 miles of pipeline extending from a point of connection with 
American Louisiana’s main-line system at Payne, Ohio, to Bridgman, Mich., at 
which point the lateral line connects with the pipeline facilities of Michigan Wis- 
consin Pipe Line Company? 

By Opinion No. 291, Michigan Wisconsin, docket No. G—2327, was authorized 
to construct and operate facilities to enable it to deliver additional volumes of 
natural gas to its then existing customers. By Opinion No. 291 and accompany- 
ing order reservation was made with respect to the allocation of natural gas 
to certain interveners and applicants seeking service pursuant to section 7 (a) 
for service in areas which were proposed to be served by Midwestern Gas 
Transmission Company‘ by its application filed in docket No. G-9451. 

In accordance with the Commission’s Opinion No. 291 and accompanying 
order issued May 7, 1956, and orders issued September 4, 1956, and February 
21, 1957, insofar as such Opinion and orders pertain to docket Nos. G-—2306 and 
G-—2327, of the original capacity of American Louisiana’s pipeline system of 
300,000 M. ¢. f. per day, a volume of approximately 61,385 M. c. f. of natural 
gas per day® has been reserved for potential delivery by American Louisiana 
to Michigan Wisconsin for resale to distributing companies, most of which are 
located in areas propesed to be served by Midwestern. 

On January 6, 1956, Michigan Wisconsin filed an application, docket No. 
G-—9850,° pursuant to section 7 of the Natural Gas Act for a certificate of public 
convenience and necessity authorizing the construction and operation of the 
following facilities: 


Approximately 10.1 miles of 24-inch; 8.0 miles of 12%-inch; 4.1 miles of 
10%4-inch and 25.3 miles of 85,-inch lines to loop portions of Michigan 
Wisconsin’s existing facilities extending north from its station No. 10 loe- 
eated in Illinois into Wisconsin. The proposed lines are extensions of the 
loops authorized by the Commission by its Opinion No. 291 and accom- 
panying order issued May 7, 1956, and will result, except for an 11-mile gap 
between Rochester and Waukesha, Wis., in a complete looping of existing 
facilities between station 10 and De Pere, Wis. 


In addition, Michigan Wisconsin proposes to construct and operate exten- 


sions of its existing system (as it would be augmented by the facilities de- 
scribed above) as follows: 


Approximately 53.0 miles of 854-inch pipeline to serve the Marinette, Wis- 
consin-Menominee, Michigan area. 

Approximately 65.3 miles of 16-inch, 228.7 miles of 10%4-inch, 8.2 miles 
of 85-inch and 68.4 miles of 65¢-inch line to serve the Wisconsin River 
Valley and western Wisconsin areas. 

Also, Michigan Wisconsin proposes to install the following compressor 
capacity : 

An additional 2,400 horsepower at its existing station Michigan A; 





* Hereinafter referred to as “Michigan Wisconsin.” 
* Hereinafter referred to as “Midwestern.” 
5The volume of 61,385 M. c. f. is being delivered on an interim basis 8,785 M. c. f. per 

day to Michigan Wisconsin and 52,600 M. c. f. per day to Michigan Consolidated Gas 

Company. 

* Supplements to such application were filed by Michigan Wisconsin on February 10, and 


May 25, 1956, respectively. Notice of the filing of the application has not heretofore 
been given or published. 
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An additional 1,200 horsepower at station Michigan B; 
An additional 3,000 horsepower at Station 10; 
To construct and operate a new 6,000 horsepower station north of West 
Bend, Wis., to be known as station Wisconsin B. 
By its application filed in docket No. G—9850" Michigan Wisconsin seeks 
authorization to sell natural gas to the distribution companies enumerated for 
resale in the communities listed : 


Distributing Company Communities To Be Served 
(1) City Gas Company Antigo, Wis. 
(2) Merrill Gas Company............... Merrill, Wis. 
(3) Peoples Gas Company-__..----.--~-.~ Marshfield, Wis. 
(4) Wisconsin Fuel & Light Company.._..Wausau, Schofield, Rothschild. 
Mosinee, and Brokaw, Wis. 
Wisconsin Public Service Corpora- Stevens Point, Whiting, Park 
tion. Ridge, Marinette, Oconto, and 
Peshtigo, Wis., and Menominee, 
Mich. 
Wisconsin Rapids Gas and Electric Wisconsin Rapids, Biron, Port Ed- 
Company. wards, and Nekoosa, Wis. 
Central Wisconsin Gas Company Waupaca, Sparta, and Tomah, Wis. 
Northern States Power Company of Chippewa Falls, Eau Claire, and 
Wisconsin. La Crosse, Wis. 
Wisconsin Hydro Electric Company__. Menomonie, Wis. 
Natural Gas Distributors, Inc Clintonville, Marion,, New London, 
Seymour, Shawano, Weyauwega, 
Bear Creek, Embarrass, Horton- 
ville, and Manawa, Wis. 


The aggregate quantities of gas to be delivered to the foregoing markets are 
summarized as follows: 


Annual Peak day 
M.c. f. M.c J. 


3, 990, 466 39, 062 
6, 421, 789 56, 662 
8, 310, 220 71, 516 


The estimated cost of the proposed facilities is $17,598,000, which Michigan 
Wisconsin proposes to finance by the issuance of $16 million principal amount 
of first mortgage bonds, and the remainder from treasury funds. 

The application in docket No. G-9850 is on file with the Commission and is 
open for public inspection. 

On September 7, 1956, the Commission issued to Northern Natural Gas Com- 
pany,* in docket Nos. G—-2399, G-2458, G-2460. G-2465, G-4259, G-4260, G-4261, 


tIn the proceeding upon its application in docket No. G—2327, witnesses for Michigan 
Wisconsin testified that the company proposed to serve the territory covered by the 
application in docket No. G—9850. Its application filed in docket No. G—2327 did not 
seek authorization for the construction and operation necessary to render such service. 
* Hereinafter referred to as “Northern.” 
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and G—9536,° a certificate of public convenience and necessity pursuant to sec- 
tion 7 of the Natural Gas Act authorizing the construction and operation of 
certain additional pipeline facilities to increase its system sales capacity from 
1,130,569 M. c. f. of natural gas per day to 1,195,661 M. c. f. per day.” This 
65,092 M. c. f. per day increase in system sales capacity was allocated among 
Northern’s then existing or new customers (distribution companies or direct 
industrial consumers) not proposed to be served by Midwestern. Action on 
Northern’s application filed in docket No..G-2399 insofar as it involved service 
to communities and markets proposed to be served by Midwestern was reserved 
pursuant to the Commission’s order issued on June 29, 1956. 

Northern, on March 18, 1957, filed an application, docket No. G—12241, for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of certain addi- 
tional pipeline facilities which would increase its system sales capacity by 
approximately 149,514 M. c. f. of natural gas per day.” 

By its application filed in docket No. G—12241, Northern seeks authority to 
construct and operate the following facilities : 

1. Pipeline loops of its existing system : 
Approximately 111.9 miles of 30-inch pipeline 
Approximately 39.1 miles of 24-inch pipeline 
2. Extensions of its existing system: ™ 
Approximately 168.5 miles of 20-inch pipeline 
Approximately 44.0 miles of 16-inch pipeline 
3. Compressor additions: 
19-2,000 horsepower units. 
1-1,320 horsepower units. 
9-units to be converted to high pressure operation. 
4. Branch lines: 
1,090 miles of 2-inch to 16-inch pipelines. 
5. Miscellaneous: 
Measuring stations, offices, warehouses, housing equipment and other 
appurtenant facilities. 

Of the 149,514 M. c. f. of natural gas per day by which Northern proposes 
to increase its system sales capacity by its application filed in docket No. 
G—12241, Northern proposes to render the following service: 





® Docket No. G—2399—Application for certificate of public convenience and necessity 
authorizing the construction and operation of facilities designed to increase system sales 
capacity by 115,000 M. c. f. per day, of which 50,000 M. ¢c. f. per day is to be withdrawn 
from Redfield Storage Field. 

Docket No. G—2460—Application to install and operate facilities necessary to activate 
the so-called Redfield Storage Field. Authorization has been granted by the Commission for 
the construction and operation of facilities to be utilized for experimental purposes only. 

Docket Nos. G—4259, G-—4260, and G-—4261—Applications for the construction and 
operation of facilities, authorization to import natural gas from Canada, and for a 
Presidential Permit for the establishment of international boundary connection of facilities 
for the importation of approximately 133,000 M. c. f. of natural gas per day from 
Canada. No evidence has been submitted by Northern with respect to these applications. 

Docket Nos. G—2458, G—2465, and G—9536 were concluded by the Commission’s order 
issued September 7, 1956. 

% By order issued December 13, 1956, the Commission amended the order issued on 
September 7, 1956, in a respect not material here. 

1 The application filed in docket No. G-12241 is, in effect, a supplement to its applica- 
tion filed in docket No. G—2399. 

%*#The proposed extensions are duplicative of facilities for which Northern seeks author- 
ization in docket Nos. G—2399, et al. hereinbefore referred to. 
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(1) An increase of 47,057 M. c. f. per day in contract demand service 
to existing customers. 

(2) An initial contract demand service of 23,413 M. c. f. per day to Iron 
Ranges Natural Gas Company™ for resale to 21 communities in northern 
Minnesota.* Nineteen of the 21 communities are also proposed to be served 
by Midwestern. 

(3) Initial contract demand service of 79,044 M. c. f. per day to 192 
communities in Iowa, Nebraska, Minnesota, and Wisconsin, of which 39 
are also proposed to be served by Midwestern. 

The total estimated cost of all of the proposed facilities (including the cost 
of additions to the Redfield Storage Field proposed in a supplement to the ap- 
plication filed in docket No. G—2460 on March 18, 1957) is $65,662,700. North- 
ern proposes to finance the cost of construction from the issuance and sale of 
debentures, preferred and common stock, from funds on hand and from funds 
generated from operations. 

The supply for the proposed additional increase of 149,514 M. c. f. of natural 
gas per day is to come from: 

M. c. f. per day 
Permian Basin Pipeline Company, docket No. G—12242 
Redfield Storage Field, docket No. G—2460 
Remainder—from Northern’s reserves. 


Northern, on March 18, 1957, filed a supplement to its application filed in 
docket No. G—2460, seeking authorization to operate as an integral part of its 
system the Redfield Storage Field which Northern has heretofore been author- 
ized to operate on an experimental basis.“ Specifically, Northern desires to 
withdraw, on a permanent basis, 50,000 M. c. f. of natural gas per day from its 
Redfield Storage Field in Iowa for use in serving markets proposed to be served 
in the application filed in docket No. G—12241, 

Permian Basin Pipeline Company “ on March 18, 1957, filed an application for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, docket No. G—12242, authorizing the construction and opera- 
tion of a 6,000 horsepower compressor station on its 30-inch line in Andrews 
County, Tex., and the sale of an additional 75,000 M. c. f. of natural gas per day 
to Northern. Permian relies upon additional gas purchases in the Permian 
Basin area to support its proposed project. 

The delivery of the 75,000 M. ec. f. per day would be made by Permian to 
El Paso Natural Gas Company” for redelivery to Northern. 

The estimated cost of the facilities proposed to be constructed by Permian is 
$2,080,000. Permian proposes to finance the cost of construction by short-term 
borrowing from Northern. 


13 Hereinafter referred to as “Iron Ranges.” 

%Tron Ranges has filed an interdependent application in docket No. G—12217 for 
authorization to construct and operate facilities necessary to take natural gas from 
Northern or from Midwestern. Iron Ranges has also filed an application in docket No. 
G—9648 for authorization to construct and operate facilities necessary to take natural 
gas from Midwestern. Amendment to this application filed on March 18, 1957, indicates 
Iron Ranges is willing to take gas from either Northern or Midwestern. 

% Temporary authority has been granted Northern to construct the facilities estimated 
to cost $8,142,300 and to operate the Redfield Storage Field on an experimental basis 
only. The facilities consist of 28.4 miles of 20-inch pipeline, modification of three 1,600 
horsepower units at Northern’s Ogden Compressor Station and miscellaneous well and 
field facilities. 

%® Hereinafter referred to as “Permian.” 

3? Hereinafter referred to as “El Paso.” 
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El Paso, on March 1, 1957, filed an application pursuant to section 7 of the 
Natural Gas Act, docket No. G—12135, for a certificate of public convenience and 
necessity authorizing it to transport and deliver to Northern the additional 
75,000 M. c. f. of natural gas per day which Northern proposes to purchase from 
Permian. (See docket No. G—12242.) 

El Paso also seeks authorization to construct and operate on its Dumas line 
a 660 horsepower compressor station, and to install an additional tap on such 
line to take additional natural gas from Permian for delivery to Northern. 
Estimated cost of these facilities is $183,920 to be paid for out of current working 
funds. 

Further El Paso seeks authorization to deliver to Northern for resale to 
Pioneer Natural Gas Company on an off peak basis up to 69,000 M. c. f. of natural 
gas per day. Such gas would be delivered from El Paso’s Dumas line. 

Iron Ranges, on March 14, 1957, filed an application in docket No. G—12217 
pursuant to section 7 of the Natural Gas Act for a certificate of public conveni- 
ence and necessity authorizing the construction and operation of approximately 
62 miles of 12-inch pipeline to extend from Duluth to Silver Bay, Minn. Iron 
Ranges proposes to utilize the line to render service to the communities of Two 
Harbors and Silver Bay, Minn., and to Reserve Mining Company and other in- 
dustrials located near Silver Bay. 

Iron Ranges proposes to obtain the natural gas to render the service from 
either Northern or Midwestern. The estimated requirements from either of the 
two companies is as follows: 


Ist year 2d year 3d year 


GE B20, cnncrtongaabinintnibtetiabanerememainweonel 10, 920 11, 270 
SONNE CEs ola sinh tatcesc cn diwrncsin Uhgkenasuaccndbeeeseanenanngue 6, 368,101 | 6, 405, 441 


The estimated cost of the facilities proposed initially to be constructed is 
$2,704,401 increasing in 5 years to $2,811,001. The cost of construction would 
be financed through the issuance and sale of 534 percent first mortgage bonds, 
6 percent debentures and common stock. 

On March 15, 1957, Iron Ranges, docket No. G—12223, filed an application 
pursuant to section 7 (a) of the Natural Gas Act for an order of the Com- 
mission directing Midwestern to establish physical connection of its facilities 
proposed in docket No. G-9451 with the facilities covered by Iron Ranges’ ap- 
plication in docket No. G—12217 and to deliver natural gas to meet the require- 
ments of the markets which Iron Ranges proposes to serve as set forth in the 
application filed in docket No. G-12217.* 

By its application filed in docket No. G-9451, Midwestern requests a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act authorizing the construction and operation of a new pipeline system extend- 
ing from a point of interconnection near Portland, Tenn., with the existing 
natural-gas pipeline system of Tennessee Gas Transmission Company”, in a 
northwesterly. direction through the States of Tennessee, Kentucky, Indiana, 
Illinois, Wisconsin and Minnesota to a terminus on the United States-Canadian 


%8 Northern seeks authorization to deliver natural gas to Iron Ranges in its application 
in docket No, G—12241, hereinbefore referred to. 
% Hereinafter referred to as “Tennessee.” 
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International Boundary near Emerson, Manitoba. Midwestern proposes to serve 
some 285,000 M. c. f. of natural gas per day to markets located in the States 
of Minnesota, Wisconsin, Michigan, and North Dakota. Midwestern also pro- 
poses to construct lateral extensions of its facilities to Chicago, Ill, and Gary, 
Ind., and to sell 115,000 M. ec. f. of natural.gas per day to plants of United 
States Steel Corporation and Inland Steel Company. 

Midwestern proposes to obtain its natural-gas supply from Tennessee, 204,000 
M. ec. f. per day, and from Trans-Canada Pipe Lines, Limited, 204,000 M. ec. f. 
per day. : 

By its application filed in docket No. G—-9452, Midwestern requests authority 
pursuant to section 3 of the Natural Gas Act to import the 204,000 M. c. f. of 
natural gas per day which it proposes to purchase from Trans-Canada Pipe 
Lines, Limited. 

In docket No. G-9453, Midwestern requests a Presidential Permit authoriz- 
ing the construction, operation, maintenance and connection at the interna- 
tional border of facilities for the importation of 204,000 M. c. f. per day of 
natural gas. 

By its application filed in docket No. G—9454, Tennessee seeks a certificate of 
public convenience and necessity authorizing the construction and operation 
of 42,140 horsepower of compressor capacity to be installed on its existing 
pipeline system and the sale of 204,000 M. c. f. of natural gas per day to Mid- 
western. 

Iron Ranges by its application filed in docket No. G—9648 requests a certifi- 
cate of public convenience and necessity authorizing the construction and: op- 
eration of a new pipeline system to connect with the proposed facilities of Mid- 
western between Aurora and Eveleth, Minn. Iron Ranges proposed to sell to 
others gas for resale and, through distribution facilities to be constructed by 
it, to sell natural gas to consumers in numerous Minnesota cities and villages.” 

Under the application filed by Midwestern in docket No. G—9451 and the ap- 
plications filed by Northern in docket Nos. G-2399 and G—12241, each proposes 
to sell natural gas to Iron Ranges for resale in or to the following communi- 
ties or consumers in Minnesota : 


Hoyt Lakes Hibbing 

Erie Mining Company Keewatin 
Aurora Nashwauk 
Biwabik Cooley 
Gilbert Calumet 
Virginia Marble 
Eveleth Bovey 
Mountain Iron Coleraine 
Buhl Grand Rapids 
Chisholm 


The applicants in docket Nos. G-9451, G-9452, G-9453, G-9454, and G-9468 have 
completed the presentation of direct testimony. Their witnesses, however, have not been 
cross-examined, Upon completion of direct testimony, motions to dismiss the applications 
were made by certain interveners in the proceedings. The presiding examiner’s decision 
issued September 28, 1956, denying the motions to dismiss was affirmed by the Commission’s 
order issued November 15, 1956. 
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Under the applications above mentioned Midwestern and Northern propose 
to render service to distribution companies or municipalities, proposing to dis- 
tribute natural gas in the following communities: 


Minnesota 


Duluth White Bear Lake Newport 
Proctor Birchwood St. Paul Park 
Cloquet Mahtomedi Blain 

Coon Rapids Willernie Spring Lake Park 
Champlin Princeton Osseo 

Elk River Cambridge Brooklyn Park 
Anoka Forest Lake Crosby 
Stillwater Circle Pines Deerwood 
Bayport Lexington Irenton 

Oak Park Fridley Brainerd 
Little Falls Sartell Waite Park 


Sauk Rapids St. Cloud Winona 






Wisconsin 





Superior Hudson North Hudson 









On September 19, 1956, Tennessee filed an application, docket No. G—11107, 
for a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act authorizing the construction and operation of approximately 
1,085 miles of pipeline facilities, of which approximately 557 miles represent the 
construction of a new 30-inch line (Delta line) which would extend from south- 
east Louisiana to Portland, Tenn. The remainder of the pipeline construction 
then proposed represents looping of Tennessee’s existing system in Pennsylvania, 
Kentucky, and West Virginia with the exception of 120 miles of 12-inch, 20-inch, 
and 26-inch line to extend offshore into the Louisiana Gulf area and 76 miles of 
24-inch line connecting two existing storage fields at Hebron, Pa., and Colden, N. Y. 

By the application filed in docket No. G-11107, Tennessee also sought authori- 
zation to construct and operate approximately 117,240 of new or additional 
compressor horsepower and an additional submerged pipeline crossing the 
Mississippi River near Greenville, Miss. 

Under the proposal Tennessee would increase the average daily capacity of 
Tennessee’s pipeline system by approximately 456,408 M. c. f. per day.“ The 
proposed increase would give Tennessee an average daily design delivery capacity 
of 2,471,701 M. c. f. per day and a peak day deliverability of 2,886,076 M. c. f. 
giving consideration to the increases in capacity sought in docket Nos. G—9448 
and G—9454. 

As has hereinbefore been indicated, Tennessee, in docket No. G—9454, seeks a 
certificate of public convenience and necessity authorizing the construction and 
operation of 42,140 horsepower capacity to be installed on its existing pipeline 
system and the sale of 204,000 M. c. f. of natural gas per day to Midwestern. 

On March 1, 1957, Tennessee filed an amendment to each of the applications 
theretofore filed in docket Nos. G-9454 and G-11107. These amendments reflect 


changes in the facilities proposed in each of the applications and in the sequence 
of construction thereof. 


™ This increase would be over and above that proposed in Tennessee’s applications in 
docket Nos. G-9448 and G—9454 then pending before the Commission. 
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By the amendment to the application filed in docket No. G—11107, Tennessee 
proposes to construct in two phases the facilities described in the amended appli- 
cation. The first phase of the construction would consist of the construction of 
a part of the compressor horsepower covered by the application filed in docket 
No. G-9454 plus approximately 175 miles of pipeline which includes approxi- 
mately 107 miles of 12-inch, 16-inch, 20-inch, and 26-inch pipeline to extend 
from Tennessee’s existing pipeline system to the offshore area of the Louisiana 
Gulf Coast. 

In the amendment, filed March 1, 1957, to the application filed in docket No. 
G-11107, Tennessee represents that the first phase of construction would pro- 
vide an increment of 118,137 M. c. f. per day in the average design day capacity 
of its pipeline system, and that such increase in capacity is needed to meet the 
1957-58 increased requirements of its existing customers.” 

The second phase of construction as proposed in the amendment filed March 
1, 1957, to the application in docket No. G—11107, would consist of approximately 
896 miles of pipeline, including the 556 miles of 30-inch Delta line, and 83,730 
horsepower of new or additional compression. The construction and operation 
of the second phase would increase Tennessee’s overall system delivery capacity 
by approximately 338,271 M. c. f. per day. This increased capacity would be 
used to meet the requirements of existing customers. 

By the amendment filed March 1, 1957, to the application filed in docket No. 
G-9454, Tennessee seeks authority to construct and operate approximately 
36,390 horsepower of compression which would be installed principally upon 
the pipeline system proposed to be constructed as the second phase of the 
amended application in docket No. G—11107. The construction and operation 
of the facilities as proposed by the amended application in docket No. G—9454 
would increase the capacity of Tennessee’s system by approximately 115,293 
M. c. f. per day. This volume would be used to supply Midwestern.” 

By Order Severing Mutually Exclusive Portion of Certificate Application 
issued on March 13, 1957, In the Matters of Natural Gas Pipeline Company of 
America, et al., docket Nos. G—9966, et al., the Commission found, among other 
things, as follows: 


(1) The application filed herein by Natural Gas Pipeline Company in 
docket Nos. G—9966, et al., for a certificate of public convenience and neces- 
sity pursuant to section 7 of the Natural Gas Act insofar as such appli- 
cation seeks authorization to transport natural gas in interstate commerce 
and to sell natural gas to Northern Indiana Public Service Company and 
Peoples Gas Light and Coke Company in the total volume of 115,000 M. c. f. 
per day for resale to United States Steel Corporation and Inland Steel 
Company is mutually exclusive with the application for a certificate of 
public convenience and necessity filed by Midwestern Gas Transmission 
Company in docket Nos. G-9451, et al. insofar as such application seeks 
authorization to construct and operate facilities for the transportation and 
sale in interstate commerce of 115,000 M. e. f. of natural gas to United 
States Steel Corporation and Inland Steel Company for consumption in 
plants located in Chicago, Ill., and in Gary and East Chicago, Ind. (Mimeo. 
pp. 6-7.) 


- a * > + > . 


"Tennessee in the amendment to its application in docket No. G-11107 requests tem- 
porary authority to construct and operate the “first phase” facilities. 
=A comparison of facilities, costs and capacities as proposed in the original and 


amended applications filed in docket Nos. G-9454 end G—11107 is appended hereto as 
Appendix A. 


506455—59 32 
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(10) It is necessary and appropriate in carrying out the provisions of 
the Natural Gas Act to provide by order to be issued hereafter that a 
comparative hearing be held upon the application of Midwestern filed in 
docket Nos. G-9451, et al., and upon that portion of the application filed 
by Natural Gas in docket Nos. G—9966, et al. which relates to service in the 
area and to the consumers described and referred to in finding (1) hereof. 
(Mimeo. p. 8.) 

In view of the foregoing it is obvious that, with respect to proposed service 
to the certain areas as indicated hereinbefore, the applications of Michigan 
Wisconsin Pipe Line Company, docket Nos. G-2327 and G—9850; Northern Nat- 
ural Gas Company, docket Nos. G—2399,.G—2460 and G—12241; Midwestern Gas 
Transmission Company, docket No. G-9451 and Natural Gas Pipeline Company 
of America, docket No. G-9966, are competitive and mutually exclusive and a 
comparative hearing should be held thereon in consolidated proceedings. 

Further, due to the interdependent relationship of the competitive applica- 
tions to the other applications described and referred to hereinbefore a hearing 
should be held thereon in the consolidated proceedings upon the mutually ex- 
clusive applications. 

Heretofore several and separate proceedings and hearings have been held with 
respect to some of the several applications hereinbefore referred to. These 
proceedings and hearings have dealt principally with the noncompetitive as- 
pects of the applications or interdependent applications where such applications 
embraced requests for authorization to render both competitive and noncom- 
petitive service. To asssure a comparative hearing to all parties this order will 
specify the procedure to be followed with respect to the conduct of the hearing 
in the consolidated proceedings. 

In some of the several orders heretofore issued in the several and separate 
proceedings authorizing service to noncompetitive markets, the Commission has 
reserved decision with respect to the competitive aspects of the applications 
or interdependent applications, or has reserved the allocation of the volumes 
of natural gas necessary to render competitive service, or has limited the hear- 
ing in the several and separate proceedings to the presentation of testimony 
concerning the noncompetitive aspects of the applications, or has directed that 
the hearing be limited to the presentation of direct testimony. It therefore 
appears that only certain portions of the record heretofore made in the 
Several and separate proceedings may be relevant and material to the issues 
encompassed by the comparative hearing upon the mutually exclusive aspects 
of the several applications and interdependent applications consolidated for 
purposes of hearing by this order. For this reason we will specify in this 
order the manner in which such material may be incorporated into the record 
in the consolidated proceedings. We will, however, reopen the record in each 
of the several and separate proceedings for the purpose of hearing the com- 
petitive aspects of each of the several competitive and interdependent appli- 
cations. 

Tennessee and Midwestern by order issued September 24, 1956, was permitted 
to become an intervener in the consolidated proceedings In the Matters of 
Natural Gas Pipeline Company of America, et al., docket Nos. G—-9966, et al. 

In the order of September 24, 1956, it was specifically provided that— 

* * * the participation of such interveners shall be limited to matters af- 
fecting asserted rights and interests specifically set forth in the petitions 
for leave to intervene * * *. (Mimeo. p. 2.) 

Subsequently, by our order issued November 21, 1956, denying petitions for 

reeonsideration and modification of the order issued September 24, 1956, 
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granting Tennessee and Midwestern intervention in docket No. G—9966, eé al. 
we stated, among other things, as follows: 
* * * it was determined that petitioners [Tennessee and Midwestern] 
should have the right to participation to the extent that their interests 
might be affected. (Mimeo. p. 1.) 

It now appears that the only interests of Tennessee and Midwestern which 
might be affected relates solely to the service of natural gas to United States 
Steel Corporation and Inland Steel Company in Chicago, Illinois and Gary, 
Indiana. 

By our action taken in our order issued March 13, 1957, in docket No. G-9966, 
et al., severing the mutual exclusive portion of Natural Gas’ application from 
the remainder of its application, and by our action taken herein assuring Ten- 
nessee and Midwestern of a comparative hearing on the mutually exclusive 
issues presented by all competitive applications, we find and determine that the 
further participation of Tennessee and Midwestern in the hearing in the con- 
solidated proceedings, docket Nos. G-9966, et al., is not necessary or appropriate 
or in the public interest. We will therefore terminate the intervention hereto- 
fore granted by the order issued September 24, 1956. 


The Commission further finds: 


(1) It is necessary and appropriate in the public interest to reopen the 
proceedings in docket Nos. G—2306, G-—2327, G-—2399, G-—2460, G-4259, G-4260, 
G-—4261, G-—9648, G-9451, G-9452, G-9453, and G—9454 for the purpose of con- 
sidering in a comparative hearing the mutually exclusive aspects of such applica- 
tions or interdependent applications. 

(2) It is necessary and appropriate in the public interest to consider, under 
the conditions hereinafter specified, the portions of the record in the consolidated 
proceedings in docket Nos. G—9966, e¢ al. relevant and material to the mutually 
exclusive aspects of the applications of Natural Gas Pipeline Company of Amer- 
ica, et al., docket Nos. G-9966, et al., and Midwestern. 

(3) It is necessary and appropriate to consolidate for comparative hearing 
the mutually exclusive aspects of the applications filed in dockets Nos. G—2327, 
G-9850, G-2399, G-—2460, G—12241, G-9648, G—12223, G-12217, G-9451, G—9452, 
G-9453, and G—9966. 

(4) It is necessary and appropriate to consolidate for purposes of hearing 
with the applications enumerated in finding (3) hereof the interdependent 
applications filed in docket Nos. G—2306, G-4259, G-4260, G-4261, G-12135, G- 
12242, G-9454, and G—11107. 


The Commission orders: 


(A) The proceedings referred to in finding (1) hereof be reopened for the 
purpose set forth in such finding. 

(B) The proceedings upon the applications filed in docket Nos. G—2306, 
G—2327, G-9850, G-2399, G-—2460, G-4259, G-4260, G-4261, G-12241, G-—12135, 
G—12242, G—9648, G—12223, G—-11217, G-9451, G-9452, G-9453, G-9454, G—11107, 
and G-9966 be and they are consolidated for hearing. 

(C) Pursuant to the provisions of sections 3, 7, 15, and 16 of the Natural Gas 
Act and Executive Order No. 10485 (18 F. R. 5397) a public hearing be held 
commencing on May 14, 1957, at 10 a. m. (E. D. T.) in a hearing room of the 
Federal Power Commission, 441 G Street, NW., Washington, D. C. respecting 
the matters involved and the issues presented by the applications enumerated 
in paragraph (B) hereof. Such hearing shall be conducted in accordance with 
the procedure prescribed in paragraph (G) hereof. 
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(D) Any further amendment, supplement, modification, change or any addi- 
tional interdependent application relating to any of the applications listed in 
paragraph (B) hereof shall be filed within 15 days from the date of issuance of 
this order. 

(E) After 15 days from the date of issuance of this order no further amend- 
ment, supplement, modification, or additional interdependent application relating 
to any of the applications listed in paragraph (B) hereof be accepted for filing 
pending hearing and determination of the applications listed in paragraph (B) 
hereof. 

(F) On and after the date of issuance of this order no application proposing 
service in whole or in part to the competitive areas encompassed by the mutual 
exclusive applications listed in paragraph (B) hereof be accepted for filing. 

(G) With respect to the conduct of the hearing in the consolidated proceed- 
ings the procedure shall be as follows: 

(i) The record in the consolidated proceedings be numbered consecutively 
commencing with page number one. 

(ii) Any party to the several and separate proceedings in which hearings 
have been held desiring to have testimony offered in the several and 
separate hearings incorporated into the record in the consolidated proceed- 
ings shall have such testimony physically reproduced for introduction into 
the record in the consolidated proceedings. Any party to the several and 
separate proceedings desiring to have any exhibit offered in the several 
and separate hearings incorporated into the record in the consolidated pro- 
ceedings shall have the exhibit and all portions of the hearing transcript 
relating to such exhibit physically reproduced for introduction into the 
record in the consolidated proceedings. 10 copies of the material proposed 
to be incorporated into the record in the consolidated proceeding shall be 
filed with the Commission within 20 days from the date of issuance of this 
order. Copies thereof shall be furnished to all parties to the consolidated 
proceedings either prior to the commencement of the hearing or upon the 
date of commencement of the hearing. 

(iii) Only such exhibits or portions of the transcript of hearing in the 
several and separate hearings physically reproduced and filed with the 
Commission and furnished to the parties in accordance with subparagraph 
(ii) shall be considered a part of the record in the consolidated proceedings. 

(iv) Other than such evidence as may be incorporated into the record as 
provided in subparagraph (ii) hereof, all testimony shall be presented orally 
upon the record at the hearing in the consolidated proceedings, in question 
and answer form. So-called prepared testimony shall not be received as 
evidence in the consolidated proceedings. 

(v) Direct or further direct testimony with respect to all applications 
shall be presented prior to the commencement of any cross-examination. 

(vi) No recesses shall be taken during the course of the hearing for the 
purposes of the preparation of cross-examination, and the hearing is to be 
completed as expeditiously as possible. Recesses for purposes other than the 
preparation of cross-examination shall be left to the discretion of the 
Presiding Examiner. 

(H) This order shall constitute notice of the following : 

Application of Michigan Wisconsin Pipe Line Company, docket No. G—9850, 
filed January 6, 1956, as supplemented on February 10, and May 26, 1956; 


Application of Northern Natural Gas Company, docket No. G—12241, filed 
March 18, 1957 ; 
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Supplement, filed March 18, 1957, to Northern Natural Gas Company’s ap- 
plication, docket No. G—2460 ; 

Application of Permian Basin Pipeline Company, docket No. G—12242, 
filed March 18, 1957 ; 

Application of El Paso Natural Gas Company, docket No. G—12135, filed 
March 1, 1957 ; 

Applications of Iron Ranges Natural Gas Company, docket No. G—12217, 
filed March 14, 1957 ; docket No. G—12223, filed March 15, 1957 ; 

Amendments to the applications of Tennessee Gas Transmission Company, 
docket Nos. G—9454 and G—11107, filed March 1, 1957. 

(I) Any party heretofore permitted to intervene in the several and separate 
proceedings in which hearings have been held desiring to participate in the 
consolidated proceedings shall, within 15 days of the date of issuance of this 
order, file a notice of intention to participate with the secretary. Five copies of 
such notice shall be furnished the secretary. It will be unnecessary to file a 
petition for leave to intervene in the consolidated proceedings. 

(J) Any person who has not heretofore been permitted to intervene in the 
several and separate proceedings, desiring to become an intervener in the con- 
solidated proceedings shall within 15 days from the date of issuance of this 
order file a petition in accordance with section 1.8 or 1.37 of the Commission’s 
rules of practice and procedure. 

(K) The intervention of Tennessee and Midwestern in the consolidated pro- 
ceedings in docket No. G—9966, et al. be and it is terminated. 


APPENDIX A 


Comparison of facilities, cost and volumes in original and amended applications filed 
in docket Nos. G—9454 and G—11107 


Original Applications Amended Applications 





G-0454 | G-454 





Compressor (Hp) | tet hase | gdp 
: Oe . Cin (Hp) 
New stations.-....._.. 4 30, 550 
Additions 5 53, ; | $2 380 5, 840 


Totel............| 140 | 37, 26 83, 730 36, 390 
Loop Lines : ' y 
Miles 


a cninincecaineihentinn i 163-30’ |... 
I tiniininasePidécccandete | 50-20’’ 
West Virginia... ...__. 2 5 39-26”" |- 
Pennsylvania..........]......--. dain’ aa 12-26” 
Pennsylvania___..__..- 
Mississippi River 
Crossing -...-..-.- 





New Lines 


Louisiana Delta to 
station No. 87_. | 

Station No. 313 to 
station No. 229..._..|-.-- ] 

Station No. 823 to off- | | 
shore fields _. as adel , 16’", 20’’, 26” |107-12"’, 16”, 20’’, 26”" | 


cncines > 175 








Estimated total cost... |$16, 243, 692. $166, 830, 000 $39, 739, 929 |$135, 366,071 |$11, 991, 000 


Incremental average 
day Coy, 








| 
| 
f.c.f..| 115,298 456, 408 118, 137 | 338,271 | 115, 298 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERE GAS UTILITIES COMPANY, DOCKET NO. G-2555 


ORDER APPROVING SETTLEMENT, PRESCRIBING REFUND, AND PROVIDING FOR FILING OF 
TARIFF REVISIONS 


(Issued April 1, 1957) 


Amere Gas Utilities Company (Amere), on July 20, 1954, tendered for filing 
its F. P. C. Gas Tariff, Second Revised Volume No. 1, proposing a contract 
demand form of rate and increased rates and charges for the sale of natural 
gas for resale in interstate commerce to Bluefield Gas Company, its only whole- 
sale customer. The proposed increase, which amounted to approximately $16,- 
700 a year, was stated to be necessitated primarily by the increased rates pro- 
posed by Amere’s affiliated supplier, Atlantic Seaboard Corporation. 

By order issued August 19, 1954, as amended by order issued October 14, 1954, 
the Commission suspended and deferred the use of Amere’s proposed increased 
rates and charges until November 1, 1954. By order issued November 22, 1954, 
Amere was permitted to put the proposed increase into effect, subject to a corpo- 
rate undertaking to refund such portion of the proposed increase found by the 
Commission not justified. 

By order issued January 11, 1957, in Docket Nos. G-2452-and G-5477, In the 
Matter of Atlantic Seaboard Corporation, 17 F. P. C. 15, the Commission ap- 
proved a settlement of the proceedings concerning that company’s proposed in- 
creased rates and charges. 

Thereafter, a conference was held on February 20, 1957, at Charleston, W. Va., 
attended by all parties to this instant proceeding, including members of the 
Commission’s staff, and representatives of the Public Service Commission of 
West Virginia, for purposes of settlement or limitation of the issues involved 
herein. 

At that conference the parties ‘reviewed the cost data for the “collection” 
periods from November 1, 1954 through December 31, 1956, and the “test” pe- 
riod cost of service based on 12 months ended December 31, 1956, as adjusted, 
which had previously been furnished to the parties by Amere. The parties 
were also advised of the results of investigations made by the Commission’s 
staff of the operations of Amere. After discussion and negotiation, a stipula- 
tion of proposed settlement of these proceedings was reached. 

That stipulation, setting forth the terms of proposed settlement of the issues 
in this docket, agreed to between Amere and Bluefield, including certain ap- 
pendices thereto, was submitted for our consideration on March 6, 1957, to- 
gether with a motion by Amere, réquesting that we approve the settlement and 
terminate these proceedings. A copy of the motion and the stipulation were 
served on the Public Service Commission of West Virginia, but no comments 
or other response has been received from that agency. Upon consideration of 
the stipulation, including the appendices thereto, and the aforementioned motion, 
Wwe approve the terms of the proposed settlement and will permit the agreed- 
upon rate to become effective, subject to the terms and conditions agreed to by 
the parties, as hereinafter ordered. 


The Commission finds: 


(1) The proposed settlement of these proceedings on the basis set forth in 
the aforementioned stipulation, as submitted for our consideration on March 
6, 1957, subject to the terms and conditions hereinafter ordered, is just and 
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reasonable and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be made effective as hereinafter provided and ordered. 

(2) The increased rates and charges and the form of rate schedule contained 
in Amere’s FPC Gas Tariff, Second Revised Volume No. 1, are unjust, unreason- 
able, or otherwise unlawful under the terms and provisions of the Natural Cas 
Act, and should be disallowed as herein provided and ordered. 


The Commission orders: 


(A) The settlement of these proceedings on the basis and the terms of the 
stipulation agreed upon by parties, as set out in Attachment A hereof and 
incorporated herein, is approved and made effective subject to the conditions 
set forth below. 

(B) The increased rates and charges contained in Amere’s FPC Gas Tariff, 
Secorid Revised Volume No. 1, hereby are disallowed and denied. 

(C) Within 15 days from the date of issuance of this order, Amere shall file 
tariff sheets satisfactory to the Commission to be effective for sales of natural 
gas for resale made on and after January 1, 1957, containing a small general 
service (SGS) rate schedule and embodying a straight-line rate of 45.65 cents 
per M. c. f. delivered. 

(D) Amere, within 15 days from the date of issuance of this order, shall re- 
fund to Bluefield Gas Company a total principal amount of $28,135, covering 
the period from November 1, 1954 through December 31, 1956, plus interest at 6 
percent per annum computed for each month from the date of payment pro- 
vided in the tariff to the date of issuance of this order. 

(E) Amere shall refund to Bluefield Gas Company its allocable portion of any 
refunds and interest thereon which Amere may hereafter receive from Atlantic 
Seaboard Corporation as a result of the proceedings in Docket Nos. @—2452 and 
G-5477. Such additional refunds by Amere shall be on the basis of its volumetric 
sales for the period of refund and shall be subject to the approval of this 
Commission. 

(F) The proceedings in this docket hereby are terminated, subject to the 
terms and conditions contained in this order and in the attached stipulation 
incorporated herein and made a part hereof. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be issued by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against Amere. 


ATTACHMENT A—BEFORE THE FEDERAL POWER COMMISSION 
AMERE GAS UTILITIES COMPANY ; DOCKET NO. G-2555 


STIPULATION OF SETTLEMENT PURSUANT TO SECTION 1.18 OF THE COMMISSION’S RULES 
OF PRACTICE AND PROCEDURE 


On July 20, 1954, Amere Gas Utilities Company (Amere) filed its proposed 
FPC Gas Tariff, Second Revised Volume No. 1 containing increased rates for 
the sale of natural gas to Bluefield Gas Company, its only customer to whom it 
sells gas in interstate commerce for resale. By order issued August 19, 1954, 
the Commission suspended the filing until January 20, 1955, and by order issued 
October 14, 1954, the suspension order was amended to provide that the filing 
should be suspended until November 1, 1954. By order issued November 22, 
1954, Amere was permitted to place the proposed rates into effect, subject to re- 
fund, upon the filing by Amere of an executed corporate undertaking based on 
the conditions of said order. Such corporate undertaking was submitted for 
filing by ietter dated November 24, 1954. 
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After due notice to all intervenors, a conference was held on February 20, 
1957, at Charleston, W. Va., at which time all parties to the proceeding, includ- 
ing the Commission’s staff, were represented. 

Prior to the conference, Amere supplied the parties with cost data for the 
“collection” periods from November 1, 1954 to December 31, 1956, and a “test” 
period cost of service based on the 12 months ended December 31, 1956, as a 
basis for rates for the period commencing January 1, 1957. YVarties were also 
advised of the results of field investigations made by the staff of the Commission. 
After discussion and consideration, the parties hereto agree, for the purpose of 
settlement only, as follows: 

A. The cost of service of Amere on an actual basis for the year 1955 including 
a 614-percent rate of return, applicable to production and transmission opera- 
tions is $1,407,110, of which $97,218 is applicable to sales subject to the juris- 
diction of the Commission, as shown in Appendix A-1, attached hereto. The 
total rate base applicable to production and transmission operations for such 
cost of service is $1,509,780, as shown on Appendix A-2, attached hereto. Such 
cost of service, based on 1955 actual figures, is agreed to for purposes of settle- 
ment and computation of refunds for the period from November 1, 1954 through 
December 31, 1955. 

B. The cost of service of Amere on an actual basis for the year 1956, including 
a 614-percent rate of return, applicable to production and transmission operations, 
is $1,546,738, of which $107,025 is applicable to sales subject to the jurisdiction of 
the Commission, as shown on Appendix B-1, attached hereto. The total rate 
base applicable to production and transmission operations for such cost of 
service is $1,558,955, as shown on Appendix B-2, attached hereto. Such cost of 
service is agreed to for purposes of settlement and for computing refunds for the 
period from January 1 through December 31, 1956. 

C. Amere’s cost of service applicable to production and transmission operations, 
for the test period, 12 months ended December 31, 1956, adjusted for known 
changes, including a 6%4-percent rate of return, is $1,723,868, of which $120,182 
is applicable to sales subject to the jurisdiction of the Commission, as shown 
on Appendix C-1 attached hereto. The total rate base applicable to production 
and transmission operations for such cost of service is $1,558,955, as shown on 
Appendix C-2, attached hereto. Such cost of service is agreed to for purposes of 
settlement and for computing rates for the period commencing January 1, 1957. 

D. Amere agrees that it will refund to Bluefield Gas Company for the period 
November 1, 1954 through December 31, 1956, the aggregate amount of $28,135, 
which was the excess of revenues charged over revenues which would have been 
charged under rates developed from the agreed costs of service. The above 
refund was computed by months by using the following rates: 

Demand Oommodity 
1. Nov. 1 through Dec. 31, 1954 $1. 75 29. 08¢ 
2. Jan. 1 through Dec. 31, 1955 1. 75 29. 08¢ 
8. Jan. 1 through Dec. 31, 1956___- 1. 75 30. 55¢ 


Computations showing the applicable refunds will be furnished Bluefield by 
Amere when the refund is made. Such refunds shall be made with interest 
thereon at 6 percent per annum, computed for each month from the date of 
payment provided in the tariff to the date of the Commission’s ‘order,. provided 
such refund is made within 15 days of the issuance of such order. 

KE. A revised tariff or revised tariff sheets will be filed by Amere containing a 
SGS rate schedule to become effective as of January 1, 1957, embodying a rate of 
45.65 cents per M.c. f. 
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It is agreed that Bluefield Gas Company will not hereafter seek to switch its 
purchases of gas from Amere or a successor of Amere to a demand and commodity 
type rate effective at any time other than an anniversary date of the day on 
which the SGS rate is permitted to become effective. 

F. It is agreed that any refunds and interest thereon which Amere may here- 
after receive from Atlantic Seaboard Corporation (Atlantic Seaboard) with re- 
spect to Docket Nos. G—2452 and G—5477 shall be allocated and passed on to 
Bluefield Gas Company on the basis of the volumetric sales for the period of 
such refunds. 

G. The parties to the proceeding further agree that the purpose of this settle- 
ment is the disposition of this proceeding only, that it is contingent upon accep- 
tance by the Commission of all terms and conditions of this stipulation, and that 
no party to such settlement is bound by the use of any method which may have 
been employed in arriving at the settlement. 

H. This settlement is without prejudice to any findings or order which may 
have been or may hereafter be made by the Commission in any proceeding now 
pending or hereinafter instituted by or against Amere. 


AprENpDIx A-l 
AMERE GAS UTILITIES COMPANY 
Summary of cost of service for the year ended December 31, 1956 (collection period) 





Applicable to production and transmission 
operations 


Total Demand | Commodity 


(3) 


$25, 567 
14, 153 
7, 099 
32, 363 


Operation and maintenance expenses 
Depreciation and amortization expenses 
Taxes—other than income 

Federal income taxes. 

Return at 644 percent 

Credits to cost of service 


$1, 174, 900 
15, 569 

7, 685 

35, 413 


1, 407, 110 
$97, 218 
111, 379 


Total cost of service 





Portion applicable to interstate sales for resale 
Interstate revenues collected year 1955: 
Bluefield Gas Company 


oom N OahObe 


~ 
-_ 


Revenues collected in excess of cost of service.._- 


AppENpDIx A-2 
AMERE GAS UTILITIES COMPANY 
Docket G—25565, rate base year 19565 (collection period) 
Applicable to 
production 


and transmis- 
sion operations 


o NO GR whe 


Gas utility plant 

Less reserves for depreciation and amortization 
Construction work in progress (completed) 
Retirement work in progress 

Less contributions in aid of construction 


Subtotal 
Net working 


$1, 774, 934 
248, 147 

7, 503 
(175) 

24, 789 


1, 509, 326 
454 


1, 509,780 
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APPENDIX B-1l 
AMERE GAS UTILITIES COMPANY 


Summary of cost of service for the year ended December 31, 1956 (collection period) 


Applicable to production and transmission 


operations 
Line 


No. 2 


Total 
(1) 


Commodity 
(3) 


Demand 


(2) 


| 





Operation and maintenance expenses | 
Depreciation and amortization expenses 

Taxes—other than income.......................-...-- 
Federal income taxes-___._... 

Return at 644 percent 

Credits to cost of service 


$1, 335, 593 
30, 465 

13, 574 

69, 726 

97, 435 
(55) 


1, 546, 738 
$107, 025 
117, 980 
10, 955 


$25, 145 
14, 524 
6, 521 
33, 376 
46, 663 | 
(27) 


126,,202 


$1, 310, 448 


Total cost of service 








Portion applicable to interstate sales for resale 
Interstate revenues collected year 1956: 
Bluefield Gas Company 


oom 4 OOOH 


_ 





~ 
- 


Revenues collected in excess of cost of service--.- 

















APPENDIX B-2 
AMERE GAS UTILITIES COMPANY 
Docket G-2555, rate base year 1956 (collection period) 





Applicable to 
production 
and transmis- 
sion operations 


| 





$1, 827, 615 
275, 598 
28, 400 
(88) 

24, 789 


1, 555, 540 
3, 415 


Gas utility plant 

Less reserves for depreciation and amortization. -- 
Construction work in progress (completed) 
Retirement work in progress. 

Less contribution in aid of construction 


NIO Garhwne 


Subtotal | 
a I go eon rd al cling abieIG ance Aen maaan 


Total rate base 


| 


1, 558, 955 


ApPENDIx C-1 
AMERE GAS UTILITIES COMPANY 
Summary of cost of service for the year ended December 31, 1956 (test period) 


Applicable to production and transmission 
operations 


Total 
(1) 


Demand 
(2) 


Commodity 
(3) 


Operation and maintenance expenses.._.......---.---- 
Depreciation and amortization expenses. 
Taxes—other than income 

Federal income taxes 

Return at 64% percent 

Credits to cost of service 


Total cost of service 





Portion applicable to interstate: ales for resale. 
Interstate revenues collected year 1956: 
Bluefield Gas Company 


Deficiency in revenue 


$1, 493, 688 
49, 500 
13, 574 
69, 726 
97, 435 


(55) 


$25, 507 
24, 042 
6. 521 
33, 376 


46, 663 
(27) 


136, 082 


$1, 468, 181 
25, 458 

7, 053 

36, 350 

50, 772 
(28) 


1, 587, 786 





$120, 182 


111, 891 
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Appenpix C-2 
AMERE GAS UTILITIES COMPANY 
Docket G-25565, rate base year 1956 (test period) 


Applicable to 
production 
and transmis- 
sion operations 





ye thin did cantwiitinnniithadinmeinnbaiimitisaatmiieastiilinhatit $1, 827, 615 
Less reserves for depreciation and amortization.......................-.--- 275, 598 
Construction work in progress (completed) 28, 400 


SSeS PRE BR cctnseensnencseipentecnqocmnnwtenensccnnensenesss (88) 
Less contributions in aid of construction..........................-.------------- 24, 789 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—10200 


FINDINGS AND ORDER PERMITTING AND APPROVING 
ABANDONMENT OF FACILITIES 


(Issued April 1, 1957) 


Northern Natural Gas Company (applicant), a Delaware corporation with 
principal office in Omaha, Nebr., filed an application on April 4, 1956, pursuant to 
section 7 (b) of the Natural Gas Act, for permission and approval to abandon 
certain natural gas facilities as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

The facilities proposed to be abandoned by applicant consist of approximately 
16.03 miles of 65-inch O. D. pipeline and appurtenances extending in a westerly 
direction from a point of connection with applicant’s existing 18-inch trans- 
mission line in Rice County, Minn., to a point of connection with applicant’s 
existing main 16-inch transmission line in Le Sueur County, Minn. 

These facilities were constructed in 1934 as a part of applicant’s 6-inch St. 
Peter branch line system at an original cost of $74,070.33 for the purpose of pro- 
viding service to the communities on this system. The facilities sought to be 
abandoned are no longer required to render service to these or any other com- 
munities because of the construction of other facilities in the area by applicant 
in 1939, which are now used to serve such communities and, therefore, no aban- 
donment of service will result from the abandonment of the facilities. The 
estimated costs of removing and reconditioning these facilities exceed their 
reconditioned value and therefore, are to be abandoned in place. Applicant will 
incur no removal costs nor realize any salvage value from such abandonment. 
Such abandonment will result in savings in operating, maintenance costs and 
taxes, 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 25, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
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that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) That applicant is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(2) That the facilities hereinbefore described, as more fully described in the 
application which are proposed to be abandoned in place by applicant have been 
used in or for the transportation and sale of natural gas subject to the jurisdic- 
tion of the Commission as an integral part of applicant’s existing natural gas 
pipeline system, and therefore, are subject to the requirements of subsection (b) 
of section 7 of the Natural Gas Act. 

(3) That the public convenience and necessity permit the abandonment as 
proposed by applicant of the natural gas facilities described in finding (2) hereof, 
and therefore, applicant’s request for permission to abandon should be approved 
and applicant authorized to discontinue the operation and maintenance of said 
facilities as hereinafter ordered and conditioned. 

(4) That a request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c)} 
(1) of said rules. 


The Commission orders: 


(A) That the abandonment of the facilities referred to in findings (2) and (3) 
hereof by applicant be and the same hereby is permitted and approved. 

(B) That the authorization granted in paragraph (A) hereof shall be deemed 
accepted and of full force and effect unless refused in writing and under oath 
by applicant within 30 days from the date of issuance of this order. 

(C) That within 10 days after the abandonment of the facilities in place as 
authorized by paragraph (A) hereof, applicant shall report to the Commission 
in writing and under oath the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline 


LEROY S. STEPHENS, DOCKET NO. ID—1296 


OBDER PERMITTING INTERVENTION AND DISMISSING APPLICATION TO HOLD 
INTERLOCKING POSITIONS 


(Issued April 1, 1957) 


On March 8, 1957, Leroy S. Stephens (applicant) filed a petition for rehearing 
of the Commission’s order issued March 1, 1957, 17 F. P. C. 374, denying appli- 
cant authorization pursuant to section 305 (b) of the Federal Power Act to hold 
the positions of president and director of Stephens-Adamson Manufacturing Com- 
pany (Stephens-Adamson) and director of Commonwealth Edison Company 
(Edison). On March 12, 1957, Edison filed a petition requesting that it be 
allowed to intervene in this proceeding, that applicant’s petition for rehearing 
be granted, and that applicant be authorized to hold the positions here sought. 
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In his petition, applicant contends, essentially, that Stephens-Adamson, a 
manufacturer of conveying machinery, coal-handling equipment and industrial 
ball-bearing units, is not a supplier of “electrical equipment” within the meaning 
of section 305 (b). 

Upon consideration of the allegations set forth in the petitions of applicant and 
Edison for rehearing and reconsideration of the record herein, the Commission 
finds: 

(1) The participation of Edison in this proceeding may be in the public 
interest. 

(2) The conveying machinery, coal-handling equipment and industrial ball- 
bearing units supplied by Stephens-Adamson to Edison are not “electrical 
equipment” within the meaning of that term as used in section 305 (b) of the 
Federal Power Act. Therefore, applicant dees not seek to hold positions with a 
company supplying electrical equipment to a public utility within the meaning 
of section 305 (b) of the act, and the holding of the interlocking positions here 
sought is not within the purview of that section. 


The Commission orders: 


(A) The petition of Edison be and it hereby is granted to the extent that 
Edison be permitted to become an intervener in this proceeding, subject to the 
rules and regulations of the Commission: Provided, however, That the participa- 
tion of such intervener shall be limited to matters affecting asserted rights and 
interests specifically set forth in such petition for leave to intervene; and 
Provided, further, That the admission of such intervener shall not be construed as 
recognition by the Commission that it may be aggrieved because of any order of 
the Commission entered in this proceeding ; and in all other respects the petition 
be denied. 

(B) The application herein to hold the interlocking positions referred to above 
be and it is hereby dismissed for lack of jurisdiction. 

Commissioner CoNNOLE concurring in the result. 


CoNNOLE, Commissioner, concurring: 


I concur in the result reached by the majority to the extent that the action 
results in the removal of any impediment imposed by the Federal Power Act 
to applicant’s serving simultaneously on the Board of Commonwealth Edison 
Company and Stephens-Adamson Manufacturing Company. I do not believe 
the matter should be dismissed for lack of jurisdiction, however. 

I see no functional distinction between the essential parts of a coal burning 
thermal electric generating station supplied by Stephens-Adamson on the one 
hand and, on the other, such essential parts as have frequently been held by this 
Commission to be within the meaning of the statutory phrase “electrical equip- 
ment”. I believe the coal handling equipment manufactured by Stephens-Adam- 
son lies within the class of article the trading in which the Congress surrounded 
with safeguards to protect the public and private interests affected. 

The potential abuses inherent in interlocking directorates between corporation 
supplying electrical equipment and electric utility companies are adequately 
guarded against here, however, and the possibility of insiders’ profits does not 
exist. Accordingly, I see no manner in which public or private interests will 


be affected adversely. The Commission should retain jurisdiction and grant 
the application as made. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


B. G. ROBERTS, LOUIS MILLER, AND VERNA M. MILLER 
PROJECT NO. 2023 

ORDER RESCINDING ORDERS APPROVING TRANSFER OF LICENSE (MINOR) 
(Issued April 1, 1957) 


Pursuant to joint application therefor, the Commission by its order issued 
July 20, 1954, approved the transfer of the license for minor project No. 2023 
from Louis Miller and Verna M. Miller to B. G. Roberts. The project is located 
on Railroad Creek, a tributary of Lake Chelan, in Chelan County, Wash., and 
affects lands of the United States in unsurveyed T. 31 N., R. 18 E., Willamette 
meridian, Washington, within the Okanogan (formerly Chelan) National Forest. 
Title to the project did not pass, however, from the Millers to B. G. Roberts in 
accordance with the conditional sales contract under which B. G. Roberts was 
purchasing the project, and he subsequently by bill of sale, dated November 1, 
1955, released to the Millers any interest he, B. G. Roberts, might have in the 
project under the conditional sales contract. 

Pursuant to joint application therefor, the Commission by its order issued 
July 11, 1956, approved the transfer of the license for the project from B. G. 
Roberts to Louis Miller. After the issuance of this July 11, 1956, order, there 
were filed with the Commission certain documents evidencing that Louis Miller 
died prior to July 11, 1956; that his last will and testament was duly proven 
and admitted to probate; and that by the terms of his last will and testament 
Verna M. Miller, his wife, succeeded to his interest in the project. 

The Commission finds: 

(1) Louis Miller having died prior to the issuance of the Commission’s July 11, 
1956, order approving the transfer of the license for minor project No. 2023 
from B. G. Roberts to Louis Miller, rescission of this order is appropriate. 

(2) Inasmuch as rescission of the aforementioned July 11, 1956, order, in ac- 
cordance with finding (1) above, would make B. G. Roberts the licensee of record 
for minor project No. 2023, and inasmuch as B. G. Roberts has released any 
interest he might have in the project to Louis Miller and Verna M. Miller, 
rescission of the Commission’s order issued July 20, 1954, approving the transfer 
of the license for the project from the Millers to B. G. Roberts is appropriate. 

(3) Inasmuch as rescission of the aforementioned July 20, 1954, order, in 
accordance with finding (2) above, would leave Louis Miller and Verna M. 
Miller as licensees of record for minor project No. 2023, and inasmuch as Louis 
Miller has died and by the terms of his last will and testament Verna M. Miller 
has succeeded to his interest in the project, revision of the records of the Com- 
mission to show Verna M. Miller as the licensee for the project is appropriate. 
The Commission orders: 

(A) The aforementioned Commission orders of July 11, 1956, and of July 20, 
1954, approving the transfer of the license for minor project No. 2023 are 
rescinded. 

(B) The records of the Commission shall be revised to show Verna M. Miller as 
the licensee for minor project No. 2023, effective as of November 1, 1955. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ESCONDIDO MUTUAL WATER COMPANY, PROJECT NO. 176 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued April 2, 1957) 


Application was filed on December 5, 1955, by Escondido Mutual Water Com- 
pany of: Escondido, Calif., licensee for project No. 176, for extension of time for 
completion of construction of parts of project No. 176. Licensee also filed for 
approval revised exhibits J and K-3 (FPC Nos. 176-44 and -45). 

The Commission, by order issued August 12, 1953, amended article 6 of the 
license to require completion by December 31, 1954, of the unconstructed project 
works and extended to August 11, 1954, the time for filing of revised exhibits 
J and K-3. s 

The instant application for extension of time states that the licensee’s electric 
distribution system was transferred to San Diego Gas & Electric Company on 
May 1, 1954, and that construction of the proposed Lake Wohlford power plant 
is not feasible because of present economic conditions, although possible changes in 
these conditions might justify future construction of the proposed project 
facilities. 

The revised exhibits J (FPC No. 176-44) and K-3 (FPC No. 176-45) supersede 
exhibits J (FPC No. 176-34) and K-3 (FPC No. 176-37), respectively, and 
reflect changes in alignment of power conduit as constructed from the outlet of 
tunnel No to the proposed Lake Wohlford power plant. 

The Assistant Secretary of the Interior, in reporting on the application, recom- 
mended an annual charge of $25.00 for occupancy of the 3.08 acres of conduit right- 
of-way over the San Pasqual Indian Reservation, as hereinafter provided. 

The Commission finds: 

(1) In the circumstances an extension of the time for completion of the project 
works would not be inconsistent with the public interest. 

(2) Revised exhibits J (FPC No. 176-44) and K-3 (FPC No. 176-45) reflecting 
changes in alignment of the power conduit as constructed conform to the Com- 
mission’s rules and regulations and should be approved as part of the license for 
the project. 

(3) Exhibits J (FPC No. 176-34) and K-3 (FPC No. 176-37) have been super- 
seded and should be eliminated from the license. 

(4) The license. as amended should be further amended to provide an annual 
charge for recompensing the San Pasqual Indians for the use, occupancy and 


enjoyment of the San Pasqual Indian Reservation and such charge is reasonable 
as hereinafter fixed. 


The Commission orders: 


(A) The time for completion of construction of certain project facilities of 
major project No. 176 is extended from December 31, 1954, to December 31, 1958. 

(B) Revised exhibits J (FPC No. 176-44) and K-3 (FPC No. 176-45) are 
approved as part of the license for the project. 

(C) Exhibits J (FPC No. 176-34) and K-3 (FPC No. 176-37) are excluded 
from the license. 

(D) Article 19 of the license for project No. 176 is amended by adding thereto 
the following paragraph: 

(d) For the purpose of recompensing the San Pasqual Indians for the use, 
eccupancy and enjoyment of their lands: $25 annually. 
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(BE) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of this 
amendment of license, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WILLIAM F. JOHNSON AND MADGE G. JOHNSON, PROJECT NO. 483 
ORDER ISSUING NEW LICENSE (MINOR) 
(Issued April 2, 1957) 


Application was filed August 28, 1956, by William F. Johnson and Madge G. 
Johnson, of June Lake, Calif., for a new license under the Federal Power Act 
(hereinafter referred to as the act) for constructed minor project No. 433, 
located on North Fork of Rush Creek, tributary to Silver Lake, in Mono County, 
Calif., and affecting lands of the United States in sections 8 and 17, T. 2 S., R. 26 
E., Mount Diablo meridian, California, within the Inyo (formerly Mono) National 
Forest. 

The project—license No. 4 for which expired June 13, 1954—occupies 5.64 acres 
of lands of the United States. The original license for the project was issued to 
Roy Carson, of Mono Lake, Calif., on February 4, 1924, for a period of 5 years; a 
new license was issued to Mr. Carson for a period not exceeding 5 years from 
February 4, 1929; a third license, which was issued to Mr. Carson for a period 
terminating on June 13, 1944, was transferred as of July 15, 1940, to William 
F. Johnson and George Nolte; and a fourth license was issued to William F. 
Johnson and George Nolte on March 27, 1945, for a period of 10 years from June 
14, 1944, the interest of George Nolte in the license having been transferred as of 
July 30, 1946, to William F. Johnson and Madge G. Johnson, the present 
applicants. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Inyo National Forest, has reported favorably on the applica- 
tion as hereinafter provided. 

The Acting Secretary of the Interior has informed the Commission that the 
interests of the Department of the Interior would not be adversely affected by 
the issuance of a license for the project. 

The Department of Fish and Game of the State of California has informed the 
Commission that it has investigated the project and found that no recommenda- 
tions need be made for the protection of fish and wildlife at this time. 


The Commission finds: 


(1) The project occupies lands of the United States. 

(2) The project consists of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Principal structures, comprising a concrete diversion dam, an 8-inch-diam- 
eter steel pipeline 1,578 feet long, and a frame powerhouse having an installed 
capacity of 67 horsepower ; and 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
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all rights and interests, the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 
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The said lands and project works are more specifically shown and described by a 
certain exhibit which formed part of the application for license and which is 
described as follows: 

Amended Map Evhibit-“F”-1: A detail map in one sheet (FPC No. 433-3), 
signed on November 23, 1935, by Roy Carson, and revised March 28, 1936. 

(3) The applicants are citizens of the United States and have submitted 
satisfactory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(4) No conflicting application is before the Commission. 

(5) The issuance of a new license for the project as hereinafter provided will 
not affect the development of any water resources for public purposes which 
should be undertaken by the United States. 

(6) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Inyo National 
Forest was created or acquired. 

(7) The amount of annual charges to be paid by the licensees under the new 
license for the purposes of reimbursing the United States for the costs of adminis- 
tration of part I of the act and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The installed capacity of the project is 67 horsepower and the energy 
generated thereby is used in the applicants’ resort. 

(9) The exhibit described in finding (2) above conforms with the Commission’s 
rules and regulations. 

(10) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of part I of the act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the act which are herein- 
after waived; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves; 10 
(d) ; 10 (f) ; 11; 12; 14, except insofar as the power of condemnation is reserved ; 
15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 (a), insofar 
as it relates to the determination of fair value. 


The Commission orders: 


(A) This new license is issued to William F. Johnson and Madge G. Johnson 
under sections 4 (e) and 15 of the act for a period of 10 years, effective as of 
June 14, 1954, for the operation and maintenance of minor project No. 433, 
affecting lands of the United States within the Inyo National Forest, subject to 
the terms and conditions of the act which is hereby incorporated by reference 
as a part of this license (except that the terms and conditions of part I of the 
act referred to in finding (10) above are hereby waived to the extent therein 
specified ), and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-7,* December 15, 1953 entitled “Terms and Conditions of License for Minor 
Project Affecting Lands of the United States”, which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special 
condition set forth herein as an additional article: 
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Article 15. The licensees shall pay to the United States the following annual 
charges : 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of part I of the act, $5; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $5.64. 

(C) The exhibit described in finding (2) above is approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the act, 
and failure to file such an application shall constitute acceptance of this license. 
In acknowledgment of the acceptance of this license, it shall be signed by the 
Licensees and returned to the Commission within 60 days from the date of 
issuance of this order. 


FORM L-7 


Terms and Conditions of License for Minor Project Affecting Lands of the 
United States 


December 15, 1953 


Article 1. The entire project, as described in the order of the Commission, shall 
be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, and state- 
ments described and designated as exhibits and approved by the Commission in 
its order as part of the license, until such change shall have been approved by 
the Commission : Provided, however, that if the licensee or the Commission deems 
it necessary or desirable that said approved exhibits, or any of them, be changed, 
there shall be submitted to the Commission for approval amended, supplemental, 
or additional exhibit or exhibits covering the proposed change which, upon ap- 
proval by the Commission, shall become a part of the license and shall supersede, 
in whole or in part, such exhibit or exhibits theretofore made a part of the license 
as may be specified by the Commission. 

Article 3. The project area and project works shall be in conformity with the 
approved exhibits referred to in article 2 hereof. If the licensee shall contem- 
plate any substantial alteration in or addition to the project area or project 
works, the licensee shall submit to the Commission for approval amended, sup- 
plemental, or additional exhibits as provided in article 2 hereof to show and 
describe such alteration or addition, together with the statement in writing set- 
ting forth the reasons which necessitate or justify such alteration or addition. 
Except when emergency shall require for the protection of life, health, or prop- 
erty, no substantial alternation or addition not in conformity with the approved 
exhibits shall be made to any dam or other project works under the license with- 
cut the prior approval of the Commission; and any emergency alteration or 
addition so made shall thereafter be subject to such modification and change as 
the Commission may direct. 

Article 4. The project, including its construction, operation, and maintenance 
and any work incident to additions or alterations, whether or not conducted upon 
lands of the United States, shall be subject to the inspection and supervision of 
such officer or agent as the Commission may designate, who shall be the author- 
ized representative of the Commission for such purposes. The licensee shall 
furnish to said representative such information as he may require concerning 
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the construction, operation, and maintenance of the project, and of any alteration 
thereof, and shall notify him of the date upon which work with respect to any 
construction or alteration will begin, and as far in advance thereof as said rep- 
resentative may reasonably specify, and shall notify him promptly in writing of 
any suspension of work for a period of more than one week, and of its resumption 
and completion. The licensee shall allow said representative and other officers 
or employees of the United States, showing proper credentials, free and un- 
restricted access to, through, and across the project lands and project works in 
the performance of their official duties. 

Article 5. The licensee shall make provision, or shall bear the reasonable cost, 
as determined by the agency of the United States affected, of making provision, 
for avoiding inductive interference between any project transmission line or 
other project facility constructed, operated, or maintained under the license, 
and any radio installation, telephone line, or other communication facility in- 
stalled or constructed before or after construction of such project transmission 
line or other project facility and owned, operated, or used by such agency of 
the United States in administering the lands under its jurisdiction. None of 
the provisions of this article is intended to relieve the licensee from any respon- 
sibility or requirement which may be imposed by other lawful authority for 
avoiding or eliminating inductive interference. 

Article 6. The licensee shall, prior to impounding water, clear the bottom and 
margins of all reservoirs up to high-water level, shall clear and keep clear to an 
adequate width lands of the United States along open conduits and electric power 
lines, and shall dispose of all temporary structures, unused timber, brush, refuse, 
or inflammable material resulting from the clearing of the lands or from the 
construction and maintenance of project works. In addition, all trees along the 
margins of reservoirs which may die from operation of the reservoir shall be 
removed. The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized representative 
of the Commission. 

Article 7. Timber on lands of the United States cut, used, or destroyed in the 
eonstruction and maintenance of the project works or in the clearing of said 
lands shall be paid for in accordance with the requirements of and at the current 
stumpage rates applicable to the sale of similar timber by the agency of the 
United States having jurisdiction over said lands; and all slash and debris result- 
ing from the cutting or destruction of such timber shall be disposed of as the 
officer of such agency may direct. 

Article 8. The licensee shall do everything reasonably within its power and 
shall require its employees, contractors, and employees of contractors to do every- 
thing reasonably within their power, both independently and upon request of 
officers of the agency of the United States having jurisdiction over the govern- 
ment lands involved, to prevent and suppress fires on lands occupied under the 
license. 

Article 9. The licensee shall be liable for injury to, or destruction of, any 
buildings, bridges, roads, trails, lands, or other property of the United States, oc- 
casioned by the construction, maintenance or operation of the project works or of 
the works appurtenant or accessory thereto under the license. Arrangements to 
meet such liability, either by compensation for such injury or destruction, or by 
reconstruction or repair of damaged property, or otherwise, shall be made with 
the appropriate department or agency of the United States. 

Article 10. The licensee shall interpose no objections to, and shall in no way 
prevent, the use by the agency of the United States having jurisdiction over the 
lands of the United States affected or by persons or corporations occupying lands 
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of the United States under permit, of water for fire suppression from any stream, 
conduit, or body of water, natural or artificial, used by the licensee in the opera- 
tion of the project works covered by the license, or to the use by said parties of 
water for sanitary and domestic purposes from any stream or body of water, 
natural or artificial, used by the licensee in the operation of the project works 
and covered by the license. 

Article 11. The licensee shall allow any agency of the United States, without 
charge, to construct or permit to be constructed on, through, and across the proj- 
ect lands, conduits, chutes, ditches, railroads, roads, trails, telephone and power 
lines, and other means of transportation and communication not inconsistent 
with the enjoyment of said lands by the licensee for the purposes stated in the 
license. This article shall not be construed as conferring upon the licensee any 
right of use, occupancy, or enjoyment of the lands of the United States other than 
for the construction, operation, and maintenance of the project as stated in the 
license. 

Article 12. If the licensee shall cause or suffer essential project property to be 
removed or destroyed or to become unfit for use, without replacement, or shall 
abandon or discontinue good faith operation of the project for a period of 3 years, 
or refuse or neglect to comply with the terms of the license and the lawful orders 
of the Commission mailed to the record address of the licensee or its agent, the 
Commission will deem it to be the intent of the licensee to surrender the license, 
and not less than 90 days after public notice may in its discretion terminate the 
license. 

Article 18. Upon abandonment of the project the licensee shall remove all 
buildings, equipment and power lines from lands of the United States and re- 
store said lands to a condition satisfactory to agency having jurisdiction over the 
lands and shall fulfill such other obligations under the license as the Commission 
may prescribe. ‘ 

Article 14. The right of the licensee and of its transferees and successors to 
use or occupy lands of the United States under the license for the purpose of 
maintaining the project works or otherwise, shall absolutely cease at the end of 
the license period, unless a new license is issued pursuant to the then existing 
laws and regulations. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 2086 
ORDER MODIFYING ORDER AMENDING LICENSE (MAJOR) 
(Issued April 2, 1957) 


The Commission on March 19, 1957, 17 F. P. C. 428, issued an order amending 
Southern California Edison Company’s license for major project No. 2086. 

Through inadvertence the stipulations mentioned in said order as being in- 
cluded in the license for the protection and utilization of the Sierra National 
Forest were omitted. 


T'he Commission finds: 


It is appropriate to modify said order by including therein stipulations for the 
protection and utilization of the Sierra National Forest and by redesignating 
Paragraph IV in Paragraph (C). 
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The Commission orders: 


(A) The said order is modified by — 

(i) Inserting the following after Paragraph III in Paragraph (C): 

ParacRaPH IV. The license is amended to include therein the following addi- 
tional special condition designated Article 38: 

Article 38. The Licensee shall pass over, by, or through its diversion dam on 
Warm Creek, for the maintenance of fish and aquatic life in the natural channel 
of the creek, 0.20 c. f. s., or the natural flow of the stream, whichever is less, 
during the period January 1 through December 31 of each year; and shall release 
water to the capacity of a 6-inch-diameter pipe, through its diversion dam on 
Warm Creek, for a period of 72 hours, on or about May 1 of each year, for flushing 
the Warm Creek channel. 
and 

(ii) Redesignating Paragraph IV in Paragraph (C) as Paragraph V. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this amendment of license, as modified. In acknowledgment of the accept- 
ance of this amendment of license, as modified, it shall be signed for the licensee 
and returned to the Commission within 60 days from the date of issuance of this 
order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, and Arthur Kline. 


CONOWINGO POWER COMPANY, PHILADELPHIA ELECTRIC COMPANY 
DOCKET NO. E-6728 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
AND AUTHORIZING ACQUISITION OF PROMISSORY NOTES 


(Issued April 3, 1957 


Conowingo Power Company (Conowingo), organized and existing under the 
laws of the State of Maryland, having its principal business office in Elkton, Md., 
and Philadelphia Electric Company (PEC), organized and existing under the laws 
of the State of Pennsylvania, having its principal business office in Philadelphia, 
Pa., filed a joint application on February 5, 1957, as amended February 13 and 
21, 1957, for an order authorizing Conowingo, pursuant to section 204 of the 
Federal Power Act, to issue non-interest-bearing promissory notes in the aggre- 
gate amount of $1,100,000 and authorizing PEC, pursuant to section 203 of the 
act, to acquire the notes to be issued. 

According to the application, the proposed notes will be payable on demand 
to the order of PEC. They will be issued by Conowingo and acquired by PEC 
from time to time during 1957 and 1958 to help meet Conowingo’s cash require- 
ments for its current construction program. That program is estimated by Cono- 
wingo to require approximately $1,900,000 through 1958. Conowingo, a wholly 
owned subsidiary of PEC, anticipates that approximately $300,000, principal 
amount, of promissory notes will be issued during the current year and the 
balance of $800,000 will be issued in 1958. Conowingo states that the balance of 
the cash requirements for that program will be met with cash derived from 
operations. 
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Conowingo furnishes electric utility service to the general public in Harford 
and Cecil Counties, Md. PEC furnishes electric utility service to the general 
public in the city of Philadelphia, Pa., and in southeastern Pennsylvania in 
Bucks, Chester, Delaware, Montgomery and York Counties, and currently sup- 
plies a large portion of Conowingo’s electric energy requirements. The service 
territories of the two companies are operated as an integrated system. 

The application states that the proposed financing transactions between the 
two companies to be effected through the issuance of promissory notes will enable 
Conowingo to meet, adequately and economically, the existing and foreseeable 
demands upon its electric utility system; will help to build up PEC’s equity in 
Conowingo; will avoid subjecting Conowingo to taxes presently imposed on the 
issuance of securities; will not increase PEC’s taxable income; and will be con- 
sistent with PEC’s outstanding refunding loan to Conowingo which was effected 
pursuant to order of the Pennsylvania Public Utility Commission, dated January 
7, 1952, docket No. A-78254 and order of this Commission issued March 28, 1952, 
docket No. E-6411. By the last-mentioned order, this Commission authorized 
Conowingo to issue a non-interest-bearing promissory note in the face amount 
of $900,000 payable on demand to PEC and the acquisition of that note by PEC 
all for purposes as more specifically set forth in that order. 

Written notice of the application has been given to the Public Service Com- 
mission of Maryland, the Public Utility Commission of Pennsylvania and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register February 14, 1957 (22 FR 939), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before March 1, 1957. No protest, petition 
or request to be heard in opposition to the granting of the application has been 
received. 


The Pennsylvania Public Utility Commission by order dated February 4, 1957, 
approved cash loans by PEC to Conowingo from time to time prior to December 
31, 1958, in the aggregate principal amount of not in excess of $1,100,000, such 
loans to be evidenced by non-interest-bearing promissory notes of Conowingo 
payable on demand. 


The Commission finds: 


(1) Conowingo is a corporation organized and existing under the laws of the 
State of Maryland. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between the 
States of Maryland and Pennsylvania and between the States of Maryland and 
Delaware, and consumed outside of the State where generated, all of which 
facilities are in addition to and do not include facilities used for the generation 
of electric energy, facilities used in local distribution or only for the transmission 
of electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter and Conowingo is, therefore, 
a public utility within the meaning of that term as used in section 204 of the 
Federal Power Act. 

(2) PEC is a corporation organized and existing under the laws of the State 
of Pennsylvania. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted among the 
States of Pennsylvania, Maryland, Delaware and New Jersey, and consumed 
outside of the State where generated, all of which facilities are in addition to 
and do not include facilities used for the generation of electric energy, facilities 
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used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter and PEC is, therefore, a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act. 

(3) The proposed issuance of promissory notes by Conowingo will constitute 
an issuance of securities within the provisions of section 204 of the Act. 

(4) Conowingo is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of section 204 (f) of the act, and the proposed issuance of promissory 
notes, therefore, is not exempt by virtue of that section from the requirements 
of section 204 of the act. 

(5) The proposed issuance of promissory notes described above will be in 
excess of 5 percent of the par value of the other securities of Conowingo and, 
therefore, will not be exempt by virtue of section 204 (e) from the requirements 
of section 204 (a) of the Federal Power Act. 

(6) The proposed issuance by Conowingo of promissory notes as hereinafter 
authorized will be for a lawful object, within the corporate purposes of Cono- 
wingo and compatible with the public interest which is appropriate for and 
consistent with the proper performance by Conowingo of service as a public 
utility and which will not impair its ability to perform that service, and is rea- 
sonably appropriate for such purposes. 

(7) The proposed acquisition by PEC of the promissory notes proposed to be 
issued by Conowingo in the aggregate principal amount of $1,100,000 will con- 
stitute on the part of PEC a purchase, acquisition or taking of the securities of 
another public utility within the purview of section 203 of the Federal Power 
Act. 

(8) The proposed acquisition of promissory notes of Conowingo by PEC will 
be consistent with the public interest as expressed in section 203 of the act for 
the reasons as recited above. 

(9) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of promissory notes by Conowingo in the aggregate 
principal amount of $1,100,000, all as described above, upon the terms and con- 
ditions and for the purposes specified in the application be and the same hereby 
is authorized subject to the provisions of this order. 

(B) The proposed acquisition by PEC of the promissory notes of Conowingo, 
all as described above, upon the terms and conditions and for the purposes speci- 
fied in the application be and the same hereby is authorized and approved subject 
to the provisions of this order. 

(C) Nothing herein contained shall be construed to authorize the issuance of 
any of the aforementioned notes by Conowingo or the acquisition thereof by 
PEC after December 31, 1958. 

(D) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation estimates or determinations of cost, or any matter whatsoever which 
may come before the Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 
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Before Commissioners : Frederick Stueck, Acting Chairman ; Seaborn L. Digby 
and Arthur Kline. ‘ 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-67381 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
(Issued April 3, 1957) 


By order issued March 20, 1957, 17 F. P. C. 430, in the above-entitled matter, the 
Commission authorized California Electric Power Company (applicant) to issue 
and sell through competitive bidding 300,000 shares of common stock (par value 
$1 per share, * subject, among others, to the provisions as set forth in paragraph 
(B) of that order as follows: 

(B) The proposed issuances and sales of stock and bonds at competitive bid- 
ding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission’s rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the rules relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as contemplated 
by section 34.9 of the rules; 

(ii) The Commission, by further orders, shall have (1) approved the price per 
share to be received by applicant for the proposed issuance of stock, and (2) 
approved the price to be received by applicant for the proposed issuance of bonds 
and the interest rate thereof. 

Applicant, on April 2, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states that it proposes to 
accept the bid of Merrill Lynch, Pierce, Fenner & Beane to purchase the proposed 
issuance of stock for the price of $13.436 per share, as resulting in the highest 
price per share therefor. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements concerning 
the issuance of stock contained in paragraph (B) of the Commission’s order 
issued March 20, 1957, in the above docket, and under the bid it proposes to accept 
for the purchase of the 300,000 shares of stock, the price to be received by 
applicant therefor is reasonable. 

(2) The proposed issuance and sale of stock, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The price to be received by applicant for the proposed issuance of stock 
under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of stock referred to above, upon the terms 
and conditions, and for the purposes specified in the application, as supplemented 


2That order also authorized applicant to issue and sell through competitive bidding 
$6 million, principal amount of First Mortgage Bonds. Applicant contemplates the con- 
summation of such issuance and sale on or about April 9, 1957, pursuant to further 
authorization of this Commission. 
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by the amendment referred to above, be and the same hereby are authorized 
subject only to the provisions of paragraphs (C), (D) and (B) of the Com- 
mission’s order issued March 20, 1957, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CAROLINA ALUMINUM COMPANY 
PROJECT NO. 2197 AND DOCKET NO. IT-5499 


ORDER ISSUING LICENSE (MAJOR) AND TERMINATING PROCEEDING IN DOCKET NO. 
TT-5499 


(Issued April 3, 1957) 


Application was filed February 6, 1956 by Carolina Aluminum Company, of 
Badin, N. C., for a license under section 4 (e) of the Federal Power Act (herein- 
after referred to as the Act) for project No. 2197, known as the Yadkin project, 
situated on the Yadkin River, a tributary of the Peedee River, a navigable water- 
way of the United States, in Stanly, Montgomery, Davidson, and Rowan Coun- 
ties, N. C., and in the vicinity of Badin, High: Rock, and Salisbury, N. C. The 
Yadkin project comprises the constructed High Rock, Narrows, and Falls develop- 
ments, and the proposed Tuckertown development. The High Rock development 
is located at river mile 2538 and was constructed in 1926-27. The proposed 
Tuckertown development would be located at river mile 2443. The Narrows 
development is located at river mile 236.5 and was constructed in 1916-17. The 
Falls development is located at river mile 234 and was constructed in 1919-22. 
The project has an existing hydroelectric installation of 134,500 kilowatts and an 
ultimate installation of 174,500 kilowatts, developing about 345 feet of power 
head in about 38 miles of the Yadkin River. 

The Assistant Chief of Engineers for Civil Works, Office of the Chief of 
Engineers, Department of the Army, in reporting on the application, stated that 
the constructed and proposed developments would not affect the interests of navi- 
gation in the foreseeable future. The plans of the structures were approved as 
satisfactory insofar as the interests of navigation are concerned in accordance 
with section 4 (e) of the Act. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
in reporting on the application, recommended inclusion in the license of certain 
conditions in the interest of fish and wildlife resources. Although the license does 
not include all the recommended conditions, the Commission has reserved the 
right to include additional conditions in the license upon further recommendation 
of interested State and Federal agencies after notice and opportunity for hearing. 

The North Carolina Stream Sanitation Committee, in reporting on the applica- 
tion, stated that there was no objection to the project unless the impoundment 
results in unduly reducing the dissolved oxygen content of the water below the 
Falls Dam or otherwise rendering the water unsuitable for normal uses below 
that point. 

Interested local officials and boards have filed several letters asking that the 
Commission take favorable action on the application. 

Upon the filing by Applicant of a declaration of intention (DI-135) on June 
7. 1937, pursuant to section 23 (b) of the Act, to construct a hydroelectric develop- 
ment on the Yadkin River near Tuckertown, N. C., and after public hearing 
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thereon the Commission, in its opinion No. 29 of November 16, 1937 (1 F. P. C. 
495), found that the interests of interstate or foreign commerce would be affected 
by construction of the proposed Tuckertown project. Under the provisions of sec- 
tion 23 (b) of the Act, the effect of this finding was to prohibit construction of the 
proposed development until Applicant had applied for and received a license 
under the Act. Applicant applied for a rehearing before the Commission which 
was denied by order issued December 15, 1937. Applicant’s petition for review 
of the Commission’s findings was dismissed by the Fourth Circuit Court of 
Appeals (Carolina Aluminum Co. v. F. P. C. 97 F. 2d 485 (1938) ) on the ground 
that the court had no authority to review a mere finding of the Commission as 
distinguished from an order of the Commission. 

The finding of the Commission in its opinion No. 29 applied only to the proposed 
Tuckertown development. However, by order issued December 15, 1937, the 
Commission instituted an investigation of the occupancy of the Yadkin River by 
the Carolina Aluminum Company, docket No. IT-5499, to determine whether a 
license is required under the Federal Power Act to authorize the continued opera- 
tion and maintenance of the constructed High Rock, Narrows, and Falls develop- 
ments. On September 25, 1943, a letter was addressed to Applicant suggesting 
that it apply for license for the three constructed developments. In subsequent 
correspondence, the Applicant requested that the investigation be held in abey- 
ance for the duration of the war, and in a letter dated January 28, 1944, the 
Applicant stated that under its then understanding of the facts and laws the 
Applicant would not apply for a license for the three constructed developments. 
No further action has been taken by the Commission pursuant to the investigation 
order. Thus, it is apparent that the Commission has never found that it has 
licensing authority over the three constructed developments; nor has the Com- 
mission ordered the Applicant to apply for a license. 

In its present application for a license for the 3 constructed and 1 proposed 
development (project No. 2197), the applicant requests that the license be issued 
effective upon issuance for a term of 50 years from that date. It is that request 
which causes us concern because we are asked to issue a license to include three 
developments constructed many years ago together with a single development 
to be constructed after issuance of the license. In some previous cases under 
somewhat similar circumstances, the Commission has issued licenses for terms 
of 50 years effective upon issuance. In other cases, where only constructed de- 
velopments have been involved, licenses have been made effective retroactively 
to January 1, 1938, to terminate June 30, 1970, if the project was constructed 
prior to 1920 or to terminate 50 years from the date construction was completed 
if the completion date was subsequent to 1920. 

Each license application is considered on its own merits, and the circumstances 
of each case are weighed under the criteria of the Federal Power Act before a 
decision is reached with respect to the effective date and term of the license. In 
the instant case, we believe the record developed in the proceeding upon the decla- 
ration of intention to construct the Tuckertown development (DI-135) contains 
substantial evidence to indicate that the three constructed developments are 
subject to license under the Federal Power Act, which is the reason why it was 
suggested in 1943 that the applicant should apply for a license for those develop- 
ments. Nevertheless, it must be recognized that the applicant has a right to test 
the Commission’s licensing authority over the constructed developments in ac- 
cordance with established administrative procedure subject to court review as 
provided in section 313 of the Federal Power Act. 

In order to carry out the congressional intent expressed in the Federal Power 
Act to encourage early development of the nation’s water power resources by 
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non-Federal interests, the Commission exercises discretion in fixing the effective 
dates and terms of licenses as is indicated in licenses heretofore issued over a 
period of many years. In the instant case, we could have determined our licensing 
authority shortly after the termination of World War II. On the other hand, 
applicant contends that we lack authority to require a license. 

Discrimination between existing and prospective licensees with respect to 
effective dates and terms of licenses should be avoided insofar as it is possible 
to do so when issuing a license, whether for a constructed or a proposed develop- 
ment, or a combination of both. Taking into consideration all of the facts and 
circumstances of this case, as well as of previous cases, we believe that the purpose 
of the Act to encourage early development of water power resources will be best 
served by issuing this license for a term of 50 years from April 1, 1957 as it 
applies to the proposed Tuckertown development and for a term of 50 years 
effective as of January 1, 1947 as it applies to the three constructed developments. 
We realize that those terms are less onerous than if the license period were fixed 
to commence as of January 1, 1938, as has been done in some previous licenses 
covering constructed project works, but we believe the terms as fixed herein 
adequately protect the public interest in the water resources of the Yadkin River. 


The Commission finds: 


(1) The project will consist of: 

(a) All lands consituting the project area and inclosed by the project boundary 
or the limits of which are otherwise defined, and /or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or interest 
therein are owned or held by the applicant or by the United States; such project 
area and project boundary being more specifically shown and described by certain 
exhibits which formed part of the application for license and which are desig- 


nated and described as follows: 

Erhibit J: (FPC No. 2197-1) General map of the Yadkin project. 

(b) All project works consisting of: 

(1) The constructed High Rock development located about 16 miles upstream 
from Badin, N. C. A concrete dam about 936 feet long composed of a power- 
house section, a gated spillway section and two non-overflow abutment sections; a 
reservoir, about 19 miles long with a normal full pool elevation of 655 feet, an 
area of 15,180 acres and useful storage of 234,866 acre-feet at a drawdown of 30 
feet; a powerhouse with an installation of three 14,700-horsepower turbines 
direct-connected to three 11,000-kilowatt generators; a step-up substation; a 
double circuit 100 kv transmission line extending to Badin substation; an opera- 
tors’ village; and appurtenant electrical and mechanical facilities ; 

(2) The proposed Tuckertown development to be located about 8 miles up- 
stream from Badin, N. C. A dam about 1,255 feet long composed of a concrete 
powerhouse section, a concrete gated spillway section and two concrete nonover- 
flow sections, and an earth and rock-fill nonoverflow abutment section; a reser- 
voir, about 9 miles long extending to the High Rock dam, with a normal pool 
elevation at 596 feet, an area of 2,560 acres and a usable storage of 6,897 acre-feet 
at a 3-foot drawdown; a powerhouse with an installation of three 18,300-horse- 
power turbines direct-connected to three 13,333-kilowatt generators; a step-up 
substation; two short 100 kv tap lines to the High Rock-Badin transmission line; 
an operators’ village; and appurtenant electrical and mechanical facilities ; 

(3) The constructed Narrows development located about 2 miles from Badin, 
N. C. A concrete dam composed of a gated spillway section, a nonoverflow 
section and an intake section; a concrete bypass spillway section separate from 
the main dam composed of a gated section and a nonoverflow section; a con- 
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crete bypass spillway channel about 1,300 feet long on the left bank around 
the powerhouse; a reservoir, about 7%, miles long extending to the proposed 
Tuckertown dam, with normal pool elevation of 541.1 feet, an area of 5,355 
acres and a usable storage of 128,937 acre-feet at a drawdown of 31.1 feet; 
four steel penstocks about 340 feet long; a separate powerhouse containing 
four 27,000-horsepower turbines each direct-connected to generators having a 
total capacity of 81,200 kilowatts (units 1 and 2—17,100 kw; unit 3—25,000 
kw; and unit 4—22,000 kw) ; a step-up substation; four transmission circuits 
operating at generator voltage (13,200 volts) connecting with the Badin sub- 
station; a two-circuit 100 and 110 kv transmission line extending to Badin 
substation; and appurtenant electrical and mechanical equipment; and 

(4) The constructed Fails development located about 3 miles from Badin, 
N. C. A concrete gravity dam composed of a powerhouse section, a gated 
spillway section and a nonoverflow section; a reservoir about 2 miles long 
extending to the Narrows dam with a normal pool elevation of 364 feet, an 
area of 204 acres, and usable storage of 1,824 acre-feet at a drawdown of 
10 feet; a powerhouse containing three 9,660-horsepower turbines each direct- 
connected to generators having a total capacity of 20,300 kilowatts (unit 1— 
7,000 kw, and units 2 and 3— 6,650 kw each) ; a step-up substation; two trans- 
mission circuits operating at generator voltage (13,200 volts) connecting units 
2 and 3 with the Badin substation; a single circuit 100 kv transmission line 
extending to Badin substation; and appurtenant electrical and mechanical 
facilities (the elevations referred to above are based on the Applicant’s datum. 
Elevation Zero of USC & GS datum equals elevation 30.9 on the Applicant’s 
datum); the location, nature, and character of which are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license and which are 
designated and described as follows: 

Evhibit L: (FPC No. 2197-2) High Rock development—plan, elevation and 
sections; (FPC No. 2197-3) Tuckertown development—plan and elevation; 
(FPC No. 2197-4) Tuckertown development—sections; (FPC No. 2197-5) Nar- 
rows development—plan; (FPC No. 2197-6) Narrows development—sections ; 
(FPC No. 2197-7) Falls development—plan, elevation and sections; and 

Ecvhibit M: Nine typewritten pages, general description of equipment for 
all developments, filed in the Commission on February 6, 1956. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

(2) The Tuckertown development as described above is substantially the 
same as the development described in the applicant’s declaration of intention. 
No new facts have been developed which require the Commission to reconsider 
its finding, entered in accordance with the above-mentioned opinion No. 29, 
that the interests of interstate or foreign commerce would be affected by the 
construction of the proposed Tuckertown development. 

(3) The constructed High Rock development regulates the stream flow 
used in the operation of the downstream constructed Narrows and Falls de- 
velopments and the three constructed developments, together with the proposed 
Tuckertown development, constitute a complete project, and, as such, affects 
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the navigable capacity of the Peedee River, which is a navigable waterway of 
the United States at least up to Cheraw, S. C. 

(4) The Applicant is a corporation organized and existing under the laws 
of the State of North Carolina and has submitted satisfactory evidence of 
compliance with the requirements of all applicable State laws insofar as nec- 
essary to effect the purposes of a license for the project. 

(5) No conflicting application is before the Commission. Public notice of 
the application has been given as required by the Federal Power Act. Three 
informal protests have been filed. 

(6) The Applicant has submitted satisfactory evidence of its financial ability 
to construct the Tuckertown development and to operate the project. 

(7) The project does not affect any Government dam, nor will the issuance 
of a license for the project as hereinafter provided affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(8) The project is best adapted to a comprehensive plan for improving and 
developing a waterway or waterways for the use or benefit of interstate or 
foreign commerce, for the improvement and utilization of water-power de- 
velopment, and for other beneficial public uses, including recreational purposes. 

(9) The amount of annual charge to be paid under the license for the pur- 
pose of reimbursing the United States for the costs of administration of part I 
of the Federal Power Act is reasonable as hereinafter fixed and specified. 

(10) The installed horsepower capacity of the constructed parts of the 
project hereinafter authorized for the purpose of computing the capacity com- 
ponent of the administrative annual charge is 179,400 horsepower (High Rock 
44,000; Narrows 108,300; and Falis 27,100), and the installed horsepower 
capacity of the proposed part of the project hereinafter authorized for the 
purpose of computing the capacity component of the administrative annual 
charge is 53,300 horsepower (Tuckertown). The energy generated by the 
constructed parts of the project is used by the applicant at its Badin aluminum 
smelting works. However, the applicant has an interconnection with two 
public utility systems whereby peak load energy is furnished the utilities in 
exchange for off peak energy for operation of the smelting works. Future 
operations of the project will be essentially the same as past operations. 

(11) The transmission facilities included in the application for license and 
described in finding (1) above are parts of the project herein authorized within 
the meaning of section 3 (11) of the Federal Power Act. 

(12) The “J”, “L”, and “M” exhibits described in finding (1) above conform 
substantially with the Commission’s rules and regulations and should be 
approved as part of the license for the project, while exhibits “F” and “K” 
should be filed on or before April 1, 1960, as hereinafter provided. 

(13) In view of the issuance of the license for project No. 2197 as herein- 
after provided, it is appropriate to terminate the above-mentioned proceeding 
in docket No. IT—5499 as hereinafter provided. 


The Commission orders ; 


(A) The above-mentioned proceeding in docket No. IT-—5499 is terminated. 

(B) This license is issued to Carolina Aluminum Company (hereinafter 
referred to as the Licensee) under section 4 (e) of the Federal Power Act for 
a period of 50 years, effective as of January 1, 1947 and terminating as of 
December 31, 1996, insofar as it authorizes the continued operation and main- 
tenance of the constructed High Rock, Narrows and Falls developments, and 
for a period of 50 years, effective as of April 1, 1957 and terminating March 
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31, 2007, insofar as it authorizes the construction, operation and maintenance 
of the proposed Tuckertown development (which developments for the pur- 
poses of this license shall be considered as units of one complete project 
designated in the records of the Commission as project No. 2197) located 
on the Yadkin River, a tributary of the Peedee River which is a navigable 
waterway of the United States, and affecting navigable waters of the United 
States and the interests of interstate or foreign commerce, subject to the 
terms and conditions of the act which is incorporated herein by reference as 
a part of this license, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the act. 

(C) This license is also subject to the terms and conditions set forth in 
Form L-4 (December 15, 1953)*, entitled “Terms and Conditions of License 
for Unconstructed Major Project Affecting Navigable Waters of the United 
States”, which terms and conditions, designated as articles 1 through 18, are 
attached hereto and made a part hereof, except for articles 14 and 15 thereof; 
and subject to the following special conditions set forth herein as additional 
articles : 

Article 19. The Licensee shall pay to the United States the following annual 
charge: 

(i) Effective as of January 1, 1947, and terminating December 31, 1996, for 
the purpose of reimbursing the United States for the cost of administration of 
part I of the Federal Power Act 1 cent per horsepower on the authorized in- 
stalled capacity (179,400 horsepower) plus 2% cents per 1,000 kilowatt-hours 
of gross energy generated during the calendar year for which the charge is made; 

(ii) Effective as of April 1, 1957, for the purpose of reimbursing the United 
States for the cost of administration of part I of the Federal Power Act 1 cent 
per horsepower on the authorized installed capacity (53,300 horsepower) plus 
2% cents per 1,000 kilowatt-hours of gross energy generated during the calendar 
year for which the charge is made. 

Article 20. The Licensee shall file on or before April 1, 1960, exhibits F and 
K showing the lands within the project boundary and right of use of those 
lands for project purposes. Exhibits F and K shall be prepared in accordance 
with the Commission’s rules and regulations under the Federal Power Act. 

Article 21. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the existing parts of the project completed 
prior to the effective date of the license with respect to the constructed parts 
of the project, namely, January 1, 1947, shall be determined by the Com- 
mission as of such effective date, in accordance with the Federal Power Act 
and the rules and regulations of the Commission, and such cost less such ac- 
crued depreciation, so determined, shall be the net investment in the existing 
constructed parts of the projects as of such effective date. 

Article 22. The actual legitimate original cost of the parts of the project 
completed after the effective date of license for the constructed parts of the 
project, namely, after January 1, 1947, and of any addition to or betterment 
of the entire project after such effective date, shall be determined by the 
Commission in accordance with the Federal Power Act and the rules and 
regulations of the Commission. 

Article 23. The licensee shall commence construction of the Tuckertuwn 
development on or before April 1, 1958, and with due diligence prosecute and 
complete such construction on or before April 1, 1961. 


*See 16 F. P. C. 1284. 
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Article 24. The licensee shall prior to flooding, clear all lands in the bottom 
and margin of the Tuckertown reservoir up to high water level, and shall dispose 
of all temporary structures, unused timber, brush, refuse, or inflammable material 
resulting from the clearing of the lands or from the construction and maintenance 
of the project works. In addition, all trees along the margin of the reservoir 
which may die during the operation of the project shall be removed. The clearing 
of the lands and the disposal of the material shall be done with due diligence and 
to the satisfaction of the authorized representative of the Commission. 

Article 25. The licensee shall cooperate with the North Carolina Wildlife 
Resources Commission and the United States Fish and Wildlife Service during 
the period of final planning, project construction, and operation of the proposed 
and constructed units of the project, and comply with such reasonable modifi- 
cations of the project structures and such reasonable modifications of project 
operations in the interest of fish and wildlife resources, provided that such 
modifications shall be reasonably consistent with the primary purpose of the 
project, as may hereafter be prescribed by the Commission upon the recommen- 
dations of the North Carolina Wildlife Resources Commission and the Secretary 
of the Interior after notice and opportunity for hearing and upon a finding based 
on substantial evidence that such modifications are necessary and desirable and 
consistent with the provisions of the Federal Power Act: Provided, however, 
That no modifications of project structures shall be required unless recommen- 
dations are made by the North Carolina Wildlife Resources Commission or the 
Secretary of the Interior prior to December 31, 1957. 

Article 26. After the first 20 years of operation of the project under the license, 
namely, after January 1, 1967, 6 percent per annum shall be the specified rate 
of return on the net investment in the project for determining surplus earnings 
of the project for the establishment and maintenance of amortization reserves, 
pursuant to section 10 (d) of the Act; one-half of the project surplus earnings, 
if any, accumulated after the first 20 years of operation under the license, in 
excess of 6 percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below 6 
percent per annum for any fiscal year or years after the first 20 years of operation 
under the license, the amount of such deficiency shall be deducted from the 
amount of any surplus earnings accumulated thereafter until absorbed, and 
ene-half of the remaining surplus earnings, if any, thus cumulatively computed, 
shall be set aside in the project amortization reserve account; and the amounts 
thus established in the project amortization reserve account shall be maintained 
therein until further order of the Commission: Provided, however, That the 
provisions of this article shall not apply to the proposed Tuckertown development 
prior to the first 20 years of operation of that development under the license, 
namely, some.date subsequent to April 1, 1977. 

(D) The “J”, “L’”’, and “M” exhibits referred to above as conforming substan- 
tially with the Commission's rules and regulations are approved as part of this 
license. 

(EB) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION, DOCKET NO. E-6738 


ORDER CONFIRMING AND APPROVING TEMPORARY RATE SCHEDULE 
(Issued April 4, 1957) 


By letter received March 29, 1957, Southwestern Power Administration 
(SWPA) through the Under Secretary of the Interior, filed for this Commis- 
sion’s confirmation and approval under the Flood Control Act of 1944 (58 Stat. 
887) a proposed interim rate schedule “EE-Temporary” for the sale of excess 
hydroelectric energy at the rate of 1.25 mills per kilo-watt hour. The Under 
Secretary states that due to the recent rainfall throughout parts of Arkansas 
and Missouri which has filled the reservoirs of certain projects in those areas, 
the proposed rate schedule is necessary in order to avoid.the wasteful spilling 
which will occur unless the excess energy can be sold. SWPA has only two 
contracts at the present time which provide for the sale of excess energy, 
sometimes referred to as “dump energy”, and several other customers are in a 
position to replace thermal-generated energy with excess energy, and have 
expressed a desire to do so. 

There is presently before the Commission in connection with SWPA’s gen- 
eral rate revision (dockets Nos. IT-5971, et al.) a request for approval of a 
long-term excess energy rate schedule. It is requested that the proposed 
interim rate schedule be approved until July 1, 1957 or until the time when 
the long-term excess energy rate is approved whichever is earlier. 


The Commission finds: 


It is appropriate for the purposes of the Flood Control Act of 1944, that 
under the above-stated circumstances, the proposed interim rate schedule of 
the SWPA “EE-Temporary”, for the sale of excess energy at the rate of 1.25 
mills per kwh, copy of which is attached hereto as appendix A, be confirmed 
and approved for a period beginning the date of the issuance of this order and 
terminating July 1, 1957 or at the time when the long-term excess energy rate, 
now before the Commission, is approved, whichever is earlier. 


The Commission orders: 


The interim rate schedule “EE-Temporary” of the SWPA be and it is hereby 
confirmed and approved for a period beginning the date of the issuance of 
this order and terminating July 1, 1957 or at the time when the long-term 
excess energy rate, now before the Commission, is approved, whichever is 
earlier. 


APPENDIX A 
SCHEDULE “EE-TEMPORARY” 


SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE 
(EXCESS ENERGY) 


Effective: March 26, 1957, through June 30, 1957. 

Available: In the service area of the Southwestern Power Administration 
(Government), at such times and in such amounts as the Government in its sole 
judgment determines is available. 

Applicable: To wholesale power customers for (excess energy) power service 
delivered under appropriate contracts. 
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Character and conditions of service: Alternating current, approximately 60 
cycles, 3 phase. Energy will be delivered at such point or points of delivery 
and at such voltage or voltages as specified in appropriate contracts. 

Energy charge: $0.00125 per kilowatt-hour. 


Before Commissioners: Jerome K, Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SUN OIL COMPANY DOCKET NO. G—8288 
BE. J. HUDSON, ET AL. DOCKET NO. G-4335 
MARACAIBO OIL EXPLORATION CORPORATION {( DOCKET NO. G-6279 
SOHIO PETROLEUM COMPANY DOCKET NO. G—8488 


ORDER DENYING APPLICATIONS FOR REHEARING 
AND PETITIONS TO REOPEN THE RECORD 


(Issued April 5, 1957) 


Applications for rehearing of the Commission’s order issued in these proceed- 
ings on February 6, 1957, 17 F. P. C. 174, were filed by Sun Oil Company (Sun) 
on March 6, 1957, by Sohio Petroleum Company (Sohio), on March 7, 1957, and 
by E. J. Hudson, et al. (Hudson) and Maracaibo Oil Exploration Corporation 
(Maracaibo), jointly, on March 8, 1957. The order of February 6, 1957, affirmed 
the initial decision of the presiding examiner granting a motion to dismiss the 
rate increase proceedings of the aplicants. It also disallowed the increased 
rates and charges, ordered refunds, and denied a joint motion for oral argu- 
ment.’ The effect of our order was to deny increases from 9.797 cents per 
M. c. f. to 17 cents per M. c. f. in the rates for the sale of natural gas by Sun, 
Sohio, Hudson and Maracaibo to Transcontinental Gas Pipe Line Corporation.’ 

Petitions requesting reopening of the record to permit the presentation of 
additional evidence were filed by Sohio on January 29, 1957, and jointly by 
Hudson and Maracaibo on February 4, 1957. Answers in opposition to the 
petitions were filed by The Brooklyn Union Gas Company, Long Island Lighting 
Company, The United Gas Improvement Company, and the Public Service Com- 
mission of the State of New York. 

In the applications for rehearing all applicants renew their requests that the 
Commission reopen the record in these proceedings. They contend that the 
Commission should have specified, at any of several points in the proceedings, 
that rate-base and cost-of-service evidence would be considered an essential ele- 
ment of proof of reasonableness of their increased rates. They argue that they 
were unaware until issuance of our opinion No. 300, In the Matters of Union 
Oil Company of California, et al., docket Nos. G—-4331, et al., 16 F. P. C. 100, that 
they should present rate-base and cost-of-service evidence at least as a point of 


1 The joint request for oral argument of Hudson and Maracaibo, although not specifically 
mentioned in the order of February 6, 1957, which denied oral argument in these consoli- 
dated proceedings, must be deemed denied by the Commission action taken therein. 

2 By order issued in these proceedings on March 14, 1957, we stayed the effectiveness 
of our February 6, 1957, order pending action taken upon the applications for rehearing. 
In our stay order we also provided that if the applications for rehearing should be denied, 
the stay should continue in effect for a further period of 60 days from the date of issuance 
of the order denying rehearing. We further provided that if judicial review should be 
sought and a stay requested from the court, our stay should continue in effect until the 
court should take action upon the request for stay before it. 


506455—59 34 





















































































































































































502 FEDERAL POWER COMMISSION 





departure in sustaining their burden of proof of reasonableness of the increased 
rates. 

Clearly, the applicants were on notice from the outset of these proceedings 
that the reasonableness of their increased rates was in question. There is no 
requirement that the Commission must detail all elements of proof in giving 
reasons for suspension or notice of hearing under section 4 (e). The act im- 
poses an affirmative duty upon natural-gas companies to charge and file only 
reasonable rates and natural-gas companies must take the initiative to assure 
the continuing reasonableness of their rates. Cf. Pennsylvania Water & Power 
Company v. Consolidated Gas, El. Light &€ Power Company, 184 F. 2d 552, 567 
(CA4, 1950), certiorari denied, 340 U. S. 906. In filing a change in rate, a 
natural-gas company, as proponent of the change, must know the elements upon 
which it relies as justification for the change. The applicants presented what 
evidence they thought supported the increase from 9.797 cents per M. ec. f. to 
17 cents per M. ec. f. Upon a motion to dismiss, we indicated by order issued 
October 24, 1955, that the applicants had failed to sustain their burden of proof 
and unmistabably indicated that the type of evidence they had presented was 
insufficient to sustain that burden, but we remanded the proceedings to the pre- 
siding examiner to give the applicants a second chance to prove the reasonable- 
ness of their increased rates. We also unmistakably indicated in that order 
that protection of the interests of consumers would not permit further extensions 
of the hearings. Evidence presented upon remand of the proceedings did not 
cure the initial record deficiencies. 

From the testimony presented by the applicants it is obvious that they were 
fully aware that rate-base and cost-of-service evidence might be held essential. 
Through opinion testimony they suggested that regulation of rates of inde- 
pendent producers is not feasible under any cost method. Having failed, as 
a matter of law, to sustain their burden of proof, they cannot avoid that burden 
or shift it from themselves to others on a claim that they did not realize what 
issues were involved in justification of their own rate increase filings. The 
Vity of Detroit case*® states the minimum requirements of proof to satisfy the 
statutory standards of reasonableness of increased rates. These standards 
are applicable to all natural-gas companies whether they be interstate trans- 
mission companies or independent producers. 

Notably, in explanation of their failure to present rate-base and cost-of- 
service evidence when the opportunities were afforded to them, applicants 
strenuously contend that they were justified in basing their proof upon the 
field-price theory set forth in our opinion No. 269, In the Matters of Panhandle 
Eastern Pipe Line Company, et al., docket Nos. G—1116, et al., issued April 15, 
1954. Yet now, without receding from that position, each applicant just as 
strenuously contends that the same case, modified on appeal, is not applicable 
to the rates of independent producers. We find that it would not be in the 
public interest or consistent with orderly administration of the Natural Gas 
Act to delay final determination of these proceedings in order to give the 
applicants a third chance to sustain their burden of proof. 

The applications for rehearing allege other specifications of error which 
raise essentially the same issues heretofore raised by Sun, Hudson, Maracaibo, 
and Sohio, and which were fully considered by us in issuing our order of Feb- 
ruary 6, 1957. We find nothing in the applications for rehearing which justi- 


fies or requires a disposition of these issues in any manner other than that 
heretofore made. 


3 City of Detroit v. F. P. C., 230 F. 24 810 (CADC, 1955), certiorari denied, 352 U. S. 829. 
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The Commission finds: 


(1) The applications for rehearing of our order issued on February 6, 1957, 
17 F. P. C. 174, in these proceedings, set forth no new facts and no principles of 
law which either were not fully considered by the Commission when it issued 
that order or which having now been considered warrant any change in or 
modification of such order. All contentions and objections not specifically 
discussed or referred to herein have been considered and found either without 
basis in law or support in fact, but are not sufficiently material to warrant 
individual treatment or have been adequately disposed of otherwise. 

(2) It is necessary and appropriate in the public interest and in aid of 
orderly administration of the Natural Gas Act that the petitions to reopen the 
record in these proceedings fiied by Sohio on January 29, 1957, and jointly by 
Hudson and Maracaibo on February 4, 1957, should be denied. 


The Commission orders: 


(A) The applications for rehearing of our order issued on February 6, 1957, 
in these proceedings, filea by Sun on March 6, 1957, by Sohio on March 7, 1957, 
and jointly by Hudson and Maracaibo on March 8, 1957, are each hereby denied. 

(B) The petitions to reopen the record in these proceedings for the purpose 
of introducing additional evidence filed by Sohio on January 29, 1957, and 
jointly by Hudson and Maracaibo on February 4, 1957, are each hereby denied. 

Commissioners DicBy and STUECK dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PHILLIPS PETROLEUM COMPANY, DOCKET NO. G—10908 
ORDER REVERSING INITIAL DECISION OF PRESIDING EXAMINER* 
(Issued April 5, 1957) 


This proceeding, which was instituted by Commission order dated August 16, 
1956, to determine what is the “correct rate as of June 7, 1954, for the sale of 
natural gas by Phillips under its FPC gas rate schedule No. 61,” involves four 
general questions: (1) as set forth in the August 16, 1956, order just quoted, 
what is the “correct rate” for the sale of natural gas by Phillips Petroleum Com- 
pany (Phillips) under its rate schedule No. 61, to Panhandle Eastern Pipe Line 
Company (Panhandle); (2) whether Phillips is to be permitted to revise its 
billing statement for gas sold to Panhandle and charge an increased rate therefor, 
without filing any “change in rates” under section 154.94 of the Commission’s 
regulations and section 4 (d) of the Natural Gas Act (Act); (3) whether Phillips 
should be required, at Panhandle’s instance, to decrease the charge for gas sold 
to Panhandle by reason of certain price adjustment provisions contained in 
paragraph 15 (a) of the Phillips-Panhandle contract ; and (4) whether the record 
in this case should be reopened at Phillips’ request to permit Phillips to put in 
evidence of specified lease agreements, claimed to substantiate Phillips’ interpre- 
tation of the Phillips-Panhandle contract and support the allowance of an amount 
above that which the presiding examiner determined should be allowed Phillips. 
Phillips’ FPC gas rate schedule No. 61, which contains the rate provisions in 
issue, consists of the gas sales contract between Phillips and Panhandle which 
Phillips had filed earlier, on September 27, 1954, pursuant to section 154.92 (a) 


*Rehearing denied by order issued May 31, 1957. 
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of the Commission’s regulations under the act, applicable to independent pro- 
ducer natural-gas companies. 

The procedural posture of this case brings question (2) into controlling 
prominence, and as will be seen, resolution of it effectively disposes of most of 
the other issues. 

The procedural background can be stated briefly. On June 7, 1954, the date 
on which the above-mentioned regulations were made applicable, Phillips, under 
its rate schedule No. 61 aforesaid, was billing Panhandle for gas at a rate of 
3.18236 cents per M. c. f. at 14.65 p.s. i.a. On June 29, 1956, Phillips submitted 
for filing with the Commission, a revised billing statement to “correct” the billing 
statement previously filed with the Commission showing the above rate as of 
June 7, 1954, for the sale of gas to Panhandle. In filing the revised billing state- 
ment, Phillips took the position that, through on oversight, an adjustment under 
a royalty escalation clause in the contract was not included in the rate then 
being charged, and that rate should have been 3.69863 cents per M. c. f., an 
increase of 0.51627 cents per M. ec. f. over the amount actually being paid by 
Panhandle for service on June 7, 1954. Panhandle protested to the filing of the 
revised billing statement and we set the matter down for hearing. 

The presiding examiner’s initial decision was issued on November 29, 1956, 
and exceptions thereto were filed by staff counsel and by Phillips. The latter 
also filed a petition to reopen the record, to which Panhandle filed objections. 

Considering first the presiding examiner’s determinations respecting question 
(2) above, he determined that Phillips should be permitted to increase the rate 
charged Panhandle under the “royalty adjustment” provisions of paragraph 15 
(d) ofthe Phillips-Panhandle contract, without having to file a “change in rates” 
as provided by section 154.94 (a) of the Commission’s regulations. The presiding 
examiner reasoned that Phillips’ “legally effective rate” within the meaning of 
the regulations and the Act was not the dollars and cents rate Panhandle was 
actually paying, but the rate which Panhandle was obligated to pay under the 
contract with Phillips ; and that since, in the presiding examiner’s view, such rate 
properly would have included the aforesaid adjustment which Panhandle was 
contractually obligated to pay (even though not actually charged and not actually 
being paid), no filing of a “change in rates” was required. 

We conclude that on this issue the presiding examiner erred. Section 154.94 
(a) of the Commission’s regulations under the Natural Gas Act is explicit and 
controlling. It provides in toto: 

No change shall be made in any rate, charge, or service in effect on and 
after June 7, 1954, for the interstate transportation or sale of natural gas 
in interstate commerce subject to the jurisdiction of the Commission by any 
independent producer required to file rate schedules pursuant to section 
154.92 hereof, without first filing a change in rates pursuant to section 4 
(d) of the Natural Gas Act and in accordance with this section. 

In order to increase its rates under its FPC gas rate schedule covering the sale 
in issue to Panhandle, Phillips must file a “change in rates” as this section and 
section 4 (d) of the act require. The filing of a revised billing statement does not 
suffice. 

None of the considerations relied on by the presiding examiner allow any 
departure from these provisions, which are cogently supported by both principle 
and reason. There can be only one filed rate under which a particular sale 
may be made. See In the Matter of Dorchester Corporation, docket No. G—6505, 
order reversing initial decision of presiding examiner, issued November 14, 
1955. Here, the rate which was filed by Phillips was the 3.18236-cent rate 
which was the rate actually effective and actually being paid by Panhandle 
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on June 7, 1954; and an increase in that rate can only be accomplished by the 
company’s taking the steps which the Act and our regulations require, of 
filing a change in rates. Further, as we pointed out in the Dorchester case, a 
policy of accepting rate filings tentatively, subject to later and final acceptance 
of the rate we found to be the proper one, would be administratively un- 
workable, apart from any question of its legality. 

As to questions (1) and (3) listed at the outset, we consider that we should 
not, at the present time in this proceeding, undertake to pass upon these 
matters, involving as they do an interpretation of the Phillips-Panhandle con- 
tract, and a purported determination of the private rights and obligations 
arising thereunder. We have determined what Phillips’ effective rate is. And 
we have determined that Phillips must file a change in rates in order to in- 
erease its rates. These things we can appropriately do and should do now. 
Beyond this, however, we are not required to go and should not go in this pro- 
ceeding and at this time. We have made no determination of Phillips’ just 
and reasonable rates for of course no such question is presented. Nor are we 
called upon to exercise any other regulatory function we possess under law.’ 
Neither do questions (1) and (3) raise any issues which we are charged to 
resolve initially. This being so, we have no obligaton to decide them now, nor 
to construe this contract and pass upon the parties’ respective rights; indeed, 
in such circumstances, so to do would be little more than functus officio. 

True it is that our August 16, 1956, order provided for a hearing to determine 
the “correct rate’ for Phillips’ sales. That very hearing, however, serves to 
reinforce our conviction that it would be unwise to attempt to determine the 
parties’ rights under their contract at this time in this proceeding. It is easy 
to visualize, on the basis of this hearing, the endless and complicated con- 
troversies between private parties respecting such matters we would likely be 
called upon to resolve, with substantial impediment to the performance of 
our regulatory duties and to most uncertain avail as far as reaching any 
definitive determinations governing on the parties is concerned, were we to 
initiate such a practice. 

As to Phillips’ request to reopen the record, it is obvious that in view of the 
foregoing, that request should be denied. 


The Commission further finds: 


Such arguments, contentions and exceptions advanced by any party to this 
proceeding as have not been specifically disposed of herein have been con- 
sidered but are either without substantial support in the record or reason- 
able basis in law, or consideration thereof should be deferred until the future 
in some proceeding appropriate to the cause. 

The Commission orders: 

(A) The presiding examiner’s initial decision issued November 29, 1956, in 
the above-entitled proceeding is hereby reversed. 

(B) The revised billing statement tendered for filing by Phillips Petroleum 
Company on June 29, 1956, under its FPC gas rate schedule No. 61, is hereby 
rejected. 

(C) The request of Phillips Petroleum Company filed January 7, 1957, that 
the record in this proceeding be reopened, is hereby denied. 

Commissioner CONNOLE dissenting. 





1 Of course, although the contract is also the rate schedule over which we have jurisdic 
tion, this instrument is before us here, qua contract. 
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CONNOLE, Commissioner, dissenting: 


Again the principles which governed my separate statement in Re Dor- 
chester Corporation, docket No. G-6505 (November 14, 1955), become control- 
ling in a rate proceeding. And pursuant to these principles I am compelled to 
dissent from my Brothers in the decision reached herein. 

We are dealing here with a rate schedule filed in the manner and form pre- 
scribed by the Commission. A difference has arisen between the buyer and 
the seller under this contract concerning the level of the rate effective on June 
7, 1954. Hearing has been had on the issue of the effective rate as of June 7, 
1954 in order to resolve this difference. To do so we must answer two ques- 
tions. First, what determines the effective rate, the contract on file or the 
monies changing hands? Second, how should we interpret and apply certain 
price adjustment provisions in paragraph 15 (a) of the Philrock contract of 
February 1, 1937? 

The majority resolves the first question contrary to the very rules and reg- 
ulations pursuant to which the rates in question were filed. Indeed, they 
resolve it contrary to a principle of regulatory law so fundamental that even 
to support it with citations would surround it with greater doubt than I should 
concede exists with respect to it. The majority resolves the second question 
by declining to consider it at all. 

I disagree with both these conclusions. 

Fundamental principles of regulation prescribe that the effective rate is the 
rate actually binding on the parties by virtue of the rate schedule or tariff 
on file with the appropriate regulatory agency and limits a regulated company 
to charging this filed rate and no other. See sections 4 (c) and (d), Natural 
Gas Act. 

The only rate which may be claimed as a legal right is the filed rate and 
not even a court can authorize commerce in the commodity on other terms. 
Montana-Dakota Utilities Company v. Northwestern Public Service Company, 
341 U. S. 246, 251. It remains for Phillips only to collect the rate called for 
in the filed rate schedule, fur until changed, filed rate schedules bind both 
seller and buyer with the force of law. It is important that the Commission 
should see to it that a seller does not charge more than the filed rate. It is 
equally important to aid the efforts of the seller in collecting filed rates in 
full. Crancer v. Lowden, 315 U. S. 631, 635-636; Lowden v. Simonds-Shields- 
Longsdale Grain Company, 308 U. S. 516, 520-521. 

The majority, however, do not find that the rate on file is the rate to be 
charged. In fact, it is contended that before charging the rates prescribed 
in the schedule on file, and in effect, the company must file a “change in rates” 
as provided in section 154.94 (a) of the Commission’s regulations under the 
Natural Gas Act. 

If the monies changing hands did represent the effective rate then, of course, 
before any amount different from that rate could legally be charged and col- 
lected the “change in rates’ would be required. This is the procedure the 
Commission requires independent producers to follow before permitting escala- 
tion clauses in contracts executed prior to June 7, 1954 to become effective on 
dates after June 7, 1954. But the operation of the royalty escalation clause 
here involved was not dependent for its effectiveness on any condition precedent, 
such as Commission approval. The clauses are found in a contract dated 
February 1, 1937 and depend for their effectiveness on various conditions which 
occurred after that date and before June 7, 1954. But the monies changing 
hand on June 7, 1954 were not the amounts required by this contract. Thus, 
the amounts paid did not measure the applicable and effective rate. 
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How then is the effective or “correct” rate to be determined? As I pointed 
out in Re Dorchester Curporation, whatever the applicable and effective rate 
is, it will be found in the contract between the parties. Rule 154.93 of Com- 
mission rules makes this clear in defining “rate schedule” for these purposes to 
“mean the basic contracts and all supplements or agreements amendatory there- 
of effective and applicable on and after June 7, 1954.” Even the majority con- 
cedes (footnote 1, page 3, Majority Opinion) that the “contract is also the 
rate schedule over which we have jurisdiction.” Both Phillips and Panhandle 
agree that the Philrock contract made provision for a royalty escalation to 
become operative on February 1, 1952. The accident that it was not paid does 
not affect the fact that it was due and payable. And by our own rules the 
terms of the contract sets the effective rate. Therefore, the effective rate on 
June 7, 1954 must reflect this royalty escalation. 

No additional discussion is needed to disclose the error in relying on section 
154.94 of the rules, the rate change section, as “controlling”. There simply 
was no change in the effective rate. The revised billing was necessary to 
make the billings conform to, not depart from, the effective rate. And being 
the effective rate, Phillips had no choice under the act but to charge it. Only 
the Dorchester decision, inconsistent as it is with our rules, bars the correct 
conclusion. To correct, not to compound, the manifest error of that decision 
should be our purpose here. 

The majority also refuses to consider the interpretation and application of 
certain price adjustment provisions found in- section 15 (a) of the contract. 
If this were a contract not subject to regulatory control and the reciprocal 
liabilities and privileges of the parties alone were involved, the position would 
be sound. The contract, however, is more than that. By our own definition 
it is the “rate schedule” within the meaning of the rules. Sales and deliveries 
of natural gas are being made under it. Therefore, we must determine, in 
the first instance, what it means. The question of tariff construction as well 
as that of reasonableness of the tariff as applied is within the exclusive pri- 
mary jurisdiction of the regulatory commission involved. United Siates v. 
Western Pacific Railroad Co., et al., 352 U. S. 59, at page 63. Until these 
differences are resolved, the effective and applicable rate cannot be known 
with certainty. On this point then, I depart from my Brothers. The examin- 
er’s conclusions on the issues involved are soundly reasoned and within our 
jurisdiction to make. I should adopt them as my own. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-11520 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF 
NATURAL GAS 


(Issued April 5, 1957) 


Arkansas Louisiana Gas Company (applicant), a Delaware corporation with 
its principal place of business at Shreveport, La., filed an application on No- 
vember 23, 1956, as supplemented on January 9 and March 14, 1957, pursuant 
to section 7 (a) of the Natural Gas Act, for an order directing Mississippi 
River Fuel Corporation (Mississippi) to establish physical connection of its 
natural gas facilities with those proposed to be constructed by applicant, and 
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to sell and deliver to applicant its natural gas requirements for distribution 
and resale in the Town of Coy, Lonoke County, Ark., as hereinafter described, 
all as more fully represented in the application. 

Applicant proposes to interconnect its proposed distribution system in Coy 
with Mississippi’s existing 3-inch transmission line which passes through the 
Town of Coy en route to England, Ark. Mississippi sells gas to applicant at 
present for distribution in England and a number of other communities in 
Arkansas, all of which, applicant states, are isolated from its main interstate 
transmission system. 

The Town of Coy has a population of approximately 300 and is presently 
without natural gas service. Applicant estimates its annual and peak day 
requirements as follows: 


Year of Service Annual Mcf Peak Day Me 


8,110 75. 2 
10, 160 89. 3 
11, 760 97.1 
12, 100 101, 1 
12, 450 105. 1 


Applicant states that it has been granted an indefinite term franchise for the 
distribution of natural gas by the Town of Coy, and estimates that the cost of its 
proposed facilities will be $16,300 during the first year of service with a cost of 
$17,545 at the end of the fifth year. The project will be financed from funds on 
hand. 

On December 28, 1956, Mississippi filed its answer to the application, stating 
it did not have additional gas available for the requested service to applicant 
for the Town of Coy. 

Pursuant to due notice, a public hearing was set to be held in Washington, D. C., 
on March 12, 1957, respecting the matters involved and the issues presented by the 
application. Prior to the above hearing date, Mississippi on March 5, 1957, 
filed its first amended answer to the application, stating that it now believes, 
in view of the small volumes of gas involved, that it has sufficient capacity and gas 
supply to provide the requested service to applicant and has no objection to the 
granting of the application, provided that service to the Town of Coy will not 
increase the presently effective stated demand of applicant under Mississippi’s 
filed FPC Tariff, which provides for maximum deliveries of 12,900 M. ce. f. per 
day to applicant. 

In view of the amended answer filed by Mississippi the hearing on the applica- 
tion was continued to March 29, 1957, upon request of applicant. 

In its supplement to the application filed on March 14, 1957, applicant states that 
because of the small volumes required to serve the Town of Coy (75 M. ec. f. 
on the peak day during the first year of operation and 97 M. c. f. on the peak 
day in the third year), it can do so without increasing its present stated demand 
from Mississippi of 12,900 M. c. f. per day. Applicant further states that, if nec- 
essary, it could curtail industrial deliveries to a slight degree to provide the Town 
of Coy with its requirements. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 29, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 
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The Commission finds: 





(1) Mississippi is engaged in the transportation and sale of natural gas in 
interstate commerce by means of facilities located in several States, including the 
State of Arkansas and is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of May 
31, 1940, in docket No. G—150. 

(2) Applicant is a corporation organized and existing under the laws of the 
State of Delaware, and operates an integrated natural gas system, producing, 
purchasing, transporting, distributing and selling natural gas in a tri-State 
area including the State of Arkansas. 

(3) It is necessary and desirable in the public interest to direct Mississippi to 
establish physical connection of its transmission facilities with the facilities 
proposed herein, to be constructed and operated by applicant, and to sell and 
deliver to applicant natural gas for distribution and sale in the Town of Coy, 
Ark.: Provided, however, That such deliveries shall not increase the presently 
effective stated demand of applicant under Mississippi’s filed FPC tariff. 

(4) The requirement that Mississippi serve applicant, as hereinafter ordered, 
will not place an undue burden upon Mississippi nor require it to enlarge its trans- 
portation facilities, nor impair its ability to render adequate service to its 
customers. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure, was unopposed by-any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 (c) 
(1) of said rules. 


The Commission orders: 





(A) Mississippi River Fuel Corporation (Mississippi) be and it is hereby 
directed to establish physical connection with the facilities of Arkansas Louisiana 
Gas Company (Applicant) as herein described, together with such metering, regu- 
lating and appurtenant facilities as may be required, and to deliver natural gas 
to applicant for distribution and sale in the Town of Coy, Arkansas: Provided, 
however, That such deliveries shall not increase the presently effective stated 
demand of applicant under Mississippi’s filed FPC tariff. 

(B) Mississippi shall report to the Commission, in writing and under oath, 
the date of commencement of service to applicant within 15 days after such 
service begins. 

(C) Applicant shall be prepared to receive service as directed herein within 
one year from the date of issuance of this order. 





Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2030 


ORDER APPROVING PLANS FOR FISH LADDER FACILITIES 


(Issued April 5, 1957) 





An application was filed November 28, 1956, and supplemented December 
8, 1956, by Portland General Electric Company, licensee for project No. 2030, 
for Commission approval and inclusion in the license for the project, in com- 
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pliance with article 32 of the license, of certain plans for fish ladder facilities 
extending from the regulating dam to the lower end of the drop structure 
below the main dam of the project. 

The plans are the result of consultation and cooperation with the United 
States Fish and Wildlife Service and the Fish and Game Commissions of the 
State of Oregon in accordance with article 33 of the license. 

By joint letter dated November 7, 1956, addressed to the licensee, copies of 
which were furnished the Commission by the licensee, the Fish and Game 
Commissions of the State of Oregon advised the licensee that they concurred 
in the tentative approval of general plans for the ladder below but not in- 
cluding the proposed drop structure, and suggested minor design changes, 
some of which were made by the licensee before submitting the plans for 
Commission approval. The State Commissions stated further that structural 
drawings must be reviewed by the fishery agencies before final approval is 
given to the licensee. By joint letter dated November 23, 1956, addressed to 
the licensee, copies of which were furnished the Commission by the licensee, 
the Fish and Game Commissions of the State of Oregon advised the licensee 
that they had checked the revisions made in one of the drawings in accordance 
with their November 7, 1956, letter and found them in order. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, advised the Commission that the Fish and Wildlife Service concurs in 
the above-mentioned November 7, and 23, 1956, letters of the fish and game 
commissions of the State of Oregon, but that approval is based on functional 
design details only and that the licensee is expected to submit for review 
additional details and structural drawings of the fish ladder. 

By letter dated December 21, 1956, the licensee was advised that the Com- 
mission would interpose no objection to its proceeding at its own risk with 


the construction of the fish ladder facilities, exclusive of the drop structure. 


The Commission finds: 


The following above-referred-to plans conform with the Commission’s rules 
and regulations and should be approved as part of the license for the project: 

Fish Ladder Facilities— 

(G-—143203) (FPC No. 2030-49) entitled “Drop Structure at Pelton Dam, 
Plan & Sections—Mas. & Reinf.,” except for the drop structure ; 

(G—143204) (FPC No. 2030-50) entitled “Details M & R Sheet No. 1;” 

(G—143205) (FPC No. 2030-51) entitled “Details M & R Sheet No. 2;” 

(E-146608) (FPC No. 2030-52) entitled “General Plan ;” 

(E-146609) (FPC No. 2030-53) entitled “General Plan ;” 

(G-146610) (FPC No. 2030-54) showing location of fish ladder; 

(G-—146611) (FPC No. 2030-55) showing location of fish ladder ; 

(G-146612) (FPC No. 2030-56) showing location of fish ladder; and 

(G-146613) (FPC No. 2030-57) entitled “Ladder Profile.” 


The Commission orders: 

(A) The above-described plans are approved as part of the license for the 
project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 


of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this order. 
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Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby 
and Arthur Kline. 


DAIRYLAND POWER COOPERATIVE, PROJECT NO. 2222 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued April 5, 1957) 


Application was filed October 3, 1956, and later supplemented, by Dairyland 
Power Cooperative, of La Crosse, Wis., for a preliminary permit under section 
4 (f) of the Federal Power Act (hereinafter referred to as the Act) for pro- 
posed project No. 2222, to be located on the Chippewa River, a tributary of the 
Mississippi River and a navigable water of the United States, in Buffalo, Dunn, 
Eau Claire, and Pepin Counties, Wis. 

The applicant proposes to study three dam sites, and develop the most eco- 
nomical site first and reserve the others for future development, if found feasi- 
ble. As described in the application, the proposed project consists of: 

Vile 4.2 site: A dam comprised of a concrete gated spillway section, a power- 
house section and earth embankment sections; a reservoir with normal water 
surface at elevation 705.0 feet: a powerhouse with a proposed installation of 
£5,000 kilowatts; and appurtenant mechanical and electrical facilities ; 

Mile 18.5 site: A dam comprised of a concrete gated spillway section, a power- 
house section and earth embankment sections;-a reservoir with normal water 
surface at elevation 732.0 feet; a powerhouse with a proposed installation of 
45,000 kilowatts; and appurtenant mechanical and electrical facilities; and 

Mile 29.6 site: A dam comprised of a concrete gated spillway section, a power- 
house section, and earth embankment sections; a reservoir with normal water 
surface at elevation 755.0 feet and an area of about 14,000 acres; a powerhouse 
with a proposed installation of 45,000 kilowatts; and appurtenant mechanical 
and electrical facilities. Applicant proposes also to study an alternative plan 
at this site with the pool elevation at 763.0 feet. 

The applicant propeses to use the power generated to furnish the power 
requirements of its members and other wholesale power sales. 

The Chief of Engineers, Department of the Army, has informed the Commis- 
sion that pursuant to a resolution by the House Public Works Committee, the 
Chief of Engineers has been requested to review prior reports on the Chippewa 
River to determine the advisability of improvements for navigation on the lower 
reaches of the river, and has recommended that the applicant consult the Dis- 
trict Engineer, Corps of Engineers, at St. Paul, Minn., concerning plans for 
possible lock structures in order that navigation interests may be protected. 

The Acting Secretary of the Interior has reported favorably on the applica- 
tion and has requested insertion in the preliminary permit of a provision in the 
interest of fish and wildlife resources substantially as hereinafter provided. 

The conservation department of the State of Wisconsin has informed the 
Commission that it objects to the construction of a dam at either the Mile 4.2 
site or the Mile 29.6 site, but will not object to the Mile 18.5 site if the appli- 
cant furnishes game habitat equivalent to that lost in the Dunnville Public 
Hunting Grounds and if reasonable public access is assured to the newly 
created impoundment. 

The Public Service Commission of Wisconsin has informed the Commission 
that it is not considered necessary at this time to invoke the provisions of the 
Federal Power Commission’s plan of cooperative procedure. It also informed 
the Commission that the applicant has not yet applied for permits to construct 
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the dams as required by the statutes of the State and has requested that the 
final construction permit be withheld until such time as the applicant has com- 
plied with the requirements of applicable State statutes. 

The City of Eau Claire, Wis., by Commission order issued January 22, 1957, 
was granted permission to intervene in the matter. 

A protest signed by 22 landowners in Dunn County, Wis., has been filed 
against the granting of any permit, either preliminary or final, for the con- 
struction of a dam at Mile 29.6 Site on the ground, among others, that its con- 
struction would submerge the lands of the protestants. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of 
the permit, the right of priority of application for license while the permittee 
undertakes the necessary studies and examinations, including the preparation 
of maps and plans, in order to determine the economic feasibility of the proposed 
project, the means of securing the necessary financial arrangements for con- 
struction, the market for the project power, and all information necessary for 
inclusion in an application for license, should one be filed. 

Chippewa River is a navigable water of the United States at least from its 
point of confluence with the Flambeau River, 8 F. P. C. 1276, 1278, within 
which stretch proposed project No. 2222 is located. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Wisconsin. 

(2) The project will be located upon a navigable water of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) No reason is apparent at this time for development of the project by the 
United States. 

The Commission orders: 

(A) This preliminary permit is issued to Dairyland Power Cooperative 
(hereinafter referred to as the Permittee) for a period of 3 years, effective as 
of April 1, 1957, for the sole purpose of maintaining priority of application 
for a license for project No. 2222 upon the Chippewa River, a navigable water 
of the United States, subject to the terms and conditions of the act which is 
hereby incorporated by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the act. 

(B) This permit is also subject to the terms and conditions set forth in 
form P-1,* entitled “Terms and Conditions of Preliminary Permit”, which 
terms and conditions (designated as articles 1 through 8) are attached hereto 
and made a part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The permittee shall submit at the close of each 6-month period 
from the effective date of the preliminary permit to the Commission’s regional 
engineer at Chicago, Ill., having supervision over the project, or to such other 
officer as the Commission may designate, accurate statements of the work 
accomplished during the period and of the work contemplated under the permit 
for the ensuing period. 

Article 10. The permittee shall during the period of project planning con- 
sult with the district engineer, Corps of Engineers, St. Paul, Minn., concerning 
plans for possible lock structures in order that navigation interests may be 
protected. 


*See 16 F. P. C. 1303. 
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Article 11. The permittee shall during the period of project planning cooperate 
with the United States Fish and Wildlife Service and the Wisconsin Conserva- 
tion Department in order that adequate provisions may be made for the pro- 
tection of the fish and wildlife resources of the affected areas, including pro- 
visions for replacement of game habitat which may be lost, for reasonable 
public access to the project area, and for a satisfactory timber clearing plan for 
the reservoir areas. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 
of the act, and failure to file such an application shall constitute acceptance 
of this preliminary permit. In acknowledgment of the acceptance of this 
preliminary permit, it shall be signed for the permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G-9073 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—9087 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 9, 1957) 


New York State Natural Gas Corporation (New York Natural), a New York 
corporation with principal piace of business at Pittsburgh, Pa., and Tennessee 
Gas Transmission Company (Tennessee), a Delaware corporation with prin- 
cipal place of business at Houston, Tex., filed in docket No. G-9073 on June 
27, 1955 as amended July 11, 1955 and August 15, 1955 and in docket No. G— 
$087 on June 29, 1955, respectively, separate applications for certificates of 
public convenience and necessity, pursuant to section 7 (c) of the Natural Gas 
Act, authorizing New York Natural and Tennessee (Applicants) to render 
service as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the applications. 

Tennessee proposes in docket No. G—9087 to construct and operate a line tap 
together with a meter and regulator station on its main 24 inch Buffalo-Pitts- 
tield (Mass.) pipe line near the. Village of Brookview, N. Y. (east of the Hudson 
River in the vicinity of Albany) for the purpose of providing a new and addi- 
tional delivery point for presently authorized volumes of natural gas which 
are sold by Tennessee to New York Natural for resale. The estimated cost 
of these facilities is $20,000 which will be financed by Tennessee from cash 
on hand. 

New York Natural proposes in docket No. G-9073 to construct and operate 
approximately 8.8 miles of 12-inch transmission pipeline extending in a north- 
erly direction from the above-described tap on Tennessee’s line to a point of 
interconnection with the Albany-Troy distribution system of the Niagara 
Mohawk Power Corporation (Niagara Mohawk) near the Village of North 
Greenbush, N. Y., together with measuring stations at the northern and southern 
termini of said line. 

These facilities will be used for the dual purpose of enabling Niagara Mo- 
hawk to receive gas on the east side of the Hudson River (1) for resale in 
Niagara Mohawk’s Albany-Troy distribution area and (2) for distribution in 
Niagara Mohawk’s plant in the City of Hudson, Columbia County, N. Y. via. 
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approximately 22 miles of new 10-inch line proposed to be constructed and 
operated by Niagara Mohawk at an estimated cost of $830,000 which will ex- 
tent in a southerly direction from the aforesaid southern-most proposed meas- 
uring station of New York Natural to the City of Hudson for the purpose of 
enabling Niagara Mohawk to convert from the operations of distributing pro- 
pane air gas to some 3,150 customers in Hudson to the distribution of straight 
natural gas and to serve an estimated 200 new customers located along its 10- 
inch line. 

The estimated additional natural gas requirements of Niagara Mohawk 
i. e., the annual and maximum day gas requirements of Hudson, N. Y. in M. c. f., 
for the first 5 years of operation after conversion from propane air gas are as 
follows: 


Mazrimum 
Year Annual Day 


1956 210, 000 1, 700 
260, 000 2, 200 

1958 300, 000 2, 

1959 350, 000 3, 100 
380, 000 3, 300 


The estimated cost of New York Natural’s proposed facilities is $414,000 
which it proposes to finance out of available company funds and from funds 
obtained through the issuance of securities to its parent, Consolidated Natural 
Gas Company. 

New York Natural’s gas supply is adequate to meet the estimated gas require- 
ments of Niagara Mohawk including the additional volumes involved herein 
without adversely affecting service to New York Natural’s other customers. 

Tennessee’s gas supply is not affected because there is no additional sales ob- 
ligation to be placed on it in this proceeding. 

On September 16 and October 19, 1955 New York Natural was granted tem- 
porary authority to construct and operate its proposed facilities. On October 
4, 1955 Tennessee received temporary authority to construct and operate its 
proposed facilities. 

By letter filed on December 27, 1955, New York Natural advised the Com- 
mission that its proposed facilities were completed and placed in operation on 
December 13, 1955. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 1, 1957 respecting the matters involved in and the issues presented by the 
applications. No petition to intervene in opposition or protest to the granting 
of the applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) That applicants are engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of such gas for resale, and 
therefore each is a “natural-gas company” within the meaning of the Natural 
Gas Act and subject to the provisions thereof as heretofore found by the 
Commission. 

(2) That the facilities hereinbefore described, as more fully described in the 
applications in docket Nos. G—-9073 and G—9087, which are proposed to be con- 
structed and operated by applicants will be used in or for the transportation 
and sale of natural gas subject to the jurisdiction of the Commission as integral 
parts of applicants’ respective existing natural gas pipeline systems and there- 
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fore, are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act. 

(3) That Applicants are able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) That the construction and operation by Applicants of the facilities de- 
scribed in paragraph (2) hereof are or will be required by the present or future 
public convenience and necessity, and therefore, applicants’ requests for cer- 
tificates of public convenience and necesity should be granted and applicants 
authorized to perform the aforesaid acts, operations, and service as hereinafter 
ordered and conditioned. 

(5) That a request during the public hearing by staff counsel for omission 
of the intermediate decision procedure under section 1.30 (c) of the Commis- 
sion’s rules of practice and procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to section 
1.30 (c) (1) of said rules. 


The Commission orders: 


(A) That certificates of public convenience and necessity be and the same 
hereby are issued to applicants as hereinafter conditioned, authorizing the 
construction and operation of the facilities described in findings (2) and (4) 
hereof. 

(B) That the certificates issued in paragraph (A) hereof shall be deemed 
accepted and of full force and effect, unless refused in writing and under oath 
by applicants within 30 days from the date of issuance of this order. 

(C) That there shall attach to the issuance of the certificates granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
the general conditions applicable to certificates as set forth in subsections 
(b); (ce) (3), (4); and (e) of section 157.20 of the Commission’s regulations 
under the Natural Gas Act. 

(D) That the construction of the facilities authorized in paragraph (A) 
hereof shall be completed and in actual operation by applicants and the op- 
eration, service and sale also authorized by said paragraph shall be actually 
undertaken and regularly performed by applicants within 3 months from the 
date of issuance of this order. 


sefore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6731 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 10, 1957) 


By order issued March 20, 1957, 17 F. P. C. 430, in the above-entitled matter, the 
Commission authorized California Electric Power Company (applicant) to 
issue and sell through competitive bidding $6,000,000, principal amount of 
first mortgage bonds, series due 1987,’ subject, among others, to the provisions 
as set forthin paragraph (B) of that order as follows: 


1That order also authorized applicant to issue and sell through competitive bidding 
300,000 shares of common stock. By supplemental order issued April 3, 1957, in the 
above-entitled matter, the Commission approved the price to be received by applicant for 
that issuance of common stock. 
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(B) The proposed issuances and sales of stock and bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the rules 
relating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegram 
as contemplated by section 34.9 of the rules; 

(ii) The Commission, by further orders, shall have (1) approved the price 
per share to be received by applicant for the proposed issuance of stock, and 
(2) approved the price to be received by applicant for the proposed issuance 
of bonds and the interest rate thereof. 

Applicant, on April 9, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states that it proposes to 
accept, aS representing the lowest annual cost of money to it, the bid of Kidder, 
Peabody & Co. to purchase the proposed issuance of bonds at the price of 99.661 
percent of principal amount, with an interest rate of 454 percent per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements concerning 
the issuance of bonds contained in paragraph (B) of the Commission’s order 
issued March 20, 1957, in the above docket, and under the bid it proposes to 
accept for the bonds, the price to be received by applicant therefor and the in- 
terest rate thereof are approved as reasonable. 

(2) The proposed issuance and sale of bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 

(A) The price to be received by applicant for the proposed bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of bonds referred to above, upon the terms 
and conditions, and for the purposes specified in the application, as supple- 
mented by the amendment referred to above, be and the same hereby are author- 
ized subject only to the provisions of paragraphs (C), (D) and (E) of the Com- 
mission’s order issued March 20, 1957, in the above docket. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-10458 


UPON APPLICATION TO ABANDON CERTAIN FACILITIES AND SERVICE AND FOR CERTIFI- 
CATION OF CERTAIN NEW FACILITIES AND SERVICE 


(Issued February 19, 1957)* 


Syllabus 


1. Economic loss to the coal interests is not in itself a valid reason for refusing 


a certificate of public convenience and necessity to a natural gas company. 
P. 523. 


*Initial decision became the final decision and order of the Commission by order of the 
Commission issued April 11, 1957, infra, p. 526. 
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2. Commission issues a certificate of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act authorizing Cities Service to construct and operate 
certain facilities and grants permission to Cities Service to abandon certain 
service. P. 526. 


Robert R. McCracken, Robert N. Berry, Conrad C. Mount, O. R. Stites, John 
W. Scott, and William R. Duff for Cities Service Gas Co. 
John Paul Geneau for staff of the Federal Power Commission. 


NATURE OF THE PROCEEDINGS 


Ivins, Presiding Fzaminer: These proceedings arose upon an application filed 
on May 23, 1956, by Cities Service Gas Company,’ pursuant to section 7 of the 
Natural Gas Act, seeking permission to abandon certain service and facilities and 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain other facilities, all subject to the jurisdiction of the 
Federal Power Commission. 

Cities Service proposes to abandon and reclaim or salvage a 17.2 mile section 
of 6-inch transmission line in Johnson and Cass Counties, Missouri, which 
presently serves the towns of Pleasant Hill, Lonejack, Kingsville and Holden, 
Mo., together with eight individual resale customers of The Gas Service Company 
along the right-of-way. The request for certificate authorization proposes con- 
struction of new facilities to maintain service to these four towns, but service 
to the eight customers of The Gas Service Company along the right-of-way would 
be discontinued and the present line abandoned and salvaged. Applicant pro- 
poses, however, to initiate interruptible natural gas service to the Ralph Green 
electric generating station of the Missouri Public Service Company at Pleasant 
Hill 

Intervention by the Missouri Public Service Company, and by National Coal 
Association, United Mine Workers of America, and Fuels Research Council, Inc., 
(jointly) ,? was permitted by Commission orders issued November 20 and Novem- 
ber 21, 1956, respectively. 

Following service of notice upon the parties, and other interested persons, and 
publication thereof in the Federal Register on December 15, 1956, (21 FR 9999-— 
10000), these proceedings came on for hearing and were heard before this pre- 
siding examiner, commencing on January 14, 1957, and concluding on January 
18, 1957. All parties were represented at such hearing and were afforded full 
opportunity to be heard, to examine and cross-examine witnesses, to argue the 
issues orally upon the record and to file briefs. Briefs have subsequently been 
filed by all participating parties, and have been carefully considered by the 
presiding examiner in disposing of the issues presented by the record. 


SUMMARY OF PROPOSALS 


For the sake of convenience and clarity applicant’s proposals may be divided 
into two parts. The first involves abandonment of existing natural gas facilities 
and a portion of the service rendered through those facilities, namely, service 
to 8 farm-tap customers of applicant’s local distributor, The Gas Service Com- 


1 Cities Service Gas Company, the Natural Gas Act (15 U. 8S. C. 717, et seq.), the 
Federal Power Commission, The Gas Service Company, applicant’s distributor in the area 
here involved, and Missouri Public Service Company, will sometimes hereinafter be 
referred to as “applicant” or “Cities Service,” the “Act,” the “Commission,” “Service 
Company,” and “Public Service,” respectively. 

2 Sometimes hereinafter referred to as the “Coal Interveners.” 


506455—59——35 
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pany, who are located along the right-of-way. The second deals with applicant’s 
request for certificate authorization for the construction of new facilities by 
means of which applicant would maintain firm service to the four towns presently 
served through the facilities to be abandoned. In addition, applicant proposes 
that the new facilities be designed so as to permit it to initiate natural gas 
service to the Ralph Green electric generating station of the Missouri Public 
Service Company. 

Applicant describes the proposed operation of abandonment and salvage of 
existing facilities as a “reclaim.” 


No additional firm service or jurisdiction sales or service is contemplated in 
the entire proposal. 


CONTROLLING STATUTORY PROVISIONS 


The applicant Cities Service Gas Company has heretofore been found by the 
Commission to be a “natural-gas company” within the meaning of the Natural 
Gas Act, and is, therefore, subject to the jurisdiction of the Commission. * 

Accordingly, applicant’s proposed abandonment of natural gas facilities, and 
a portion of the service rendered through those facilities, falls within the purview 
of section 7(b) of the Natural Gas Act. That section provides in substance that 
no “natural-gas company” shall abandon any portion of its facilities (which are 
subject to Commission jurisdiction), or any service thereby rendered, without 
first obtaining Commission approval following “due hearing” and a finding by 
the Commission that “the present or future public convenience and necessity 
permit such abandonment.” 

Applicant’s request for certificate authorization to enable it to construct 
and maintain new facilities so as to maintain service to the four communities 
presently served, and also to initiate service to the Ralph Green station, is 
controlled by the provisions of section 7 (c) and (e) of the act. Insofar as 
here applicable, such provisions require the Commission to issue a certificate of 
public convenience and necessity authorizing the construction and operation 
where “it is found that the applicant is able and willing properly to do the 
acts and perform the services .. .” where the proposal “will be required by 
the present or future public convenience and necessity; otherwise such ap- 
plication shall be denied.” 


ULTIMATE QUESTIONS PRESENTED 


The ultimate questions here presented for determination are whether the 
present or future public convenience and necessity (1) permit the abandon- 
ment of applicant’s present 17.2-miles of 6-inch lateral in Johnson and Cass 
Counties, Missouri, and a portion of the service now rendered through these 
facilities, and (2) require or will require the construction and maintenance 
of the new facilities which would enable applicant to maintain natural gas 
service to the four towns presently served through the facilities to be aban- 
doned, atid also (3) require initiation of natural gas service to the Ralph Green 
electric generating station. 


POSITIONS TAKEN BY THE PARTIES 


The applicant strongly urges that the record evidence entitles it to receive 
Commission approval for its entire proposal. 

Commission staff counsel and the Intervener Missouri Public Service Company 
both support the applicant. 


% Order entered December 28, 1943, in docket No. G-298, 4 F. P. C. 471. 
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The Coal Interveners at the hearing and in their brief limit their participa- 
tion in the proceedings to opposing the proposed sale of natural gas to the 
Ralph Green station. They insist that the proposed sale for use as boiler 
fuel is an “inferior use’ of natural gas, which would not only be injurious 
to their competitive interests, but would also constitute an economically waste- 
ful use of a limited natural resource. 


THE ABANDONMENT 


The 17.2-mile of 6-inch lateral line which applicant proposes to abandon 
and salvage was acquired from Interstate Gas Company in 1947. It was 
originally laid in 1930. It is of welded construction but is not coated. Con- 
sequently, through the years since acquisition of this line by Cities Service, 
despite continual maintenance and repair work, substantial leakage has 
occurred. The leakage in 1954 amounted to 30 percent of the gas passing 
through the line. This represented an estimated dollar loss of $13,955. A 
detailed field inspection conducted during the last week in December 1956 
disclosed several existing leaks distributed along the line, and several sections 
of bad pipe, totalling 3,475 feet in length, which require replacement. The 
line leakage loss in the year ending November 1956 was 131,177 M. c.f. At 
a value of 16.07 cents per M. c. f. this loss is approximately $20,000, and amounts 
to a loss of approximately 26 percent of the gas transmitted through the line. 
The cost of lifting the line, repairing, coating and removing the bad sections 
and then replacing it would approximate $125,000 more than the estimated 
cost of the new facilities which applicant proposes to construct. 

This line leakage constitutes a drain upon applicant’s system and would, in 
the final analysis, be borne by other jurisdictional customers. 

If the 17.2-mile lateral is replaced with the proposed construction, none of 
the 8 farm-tap customers of Gas Service are located sufficiently close to the 
proposed new lateral to make service to them economically feasible. Con- 
tinuation of service to them would result in a net loss to Cities Service on the 
investment necessary to provide such service. Such customers have been 


notified of the proposed abandonment of the existing lateral and consequent 
abandonment of service to them. 


REPLACEMENT OF PRESENT FACILITIES 


As indicated above, applicant proposes to construct new lateral lines from 
its Ottawa-Sedalia 12-inch line so as to maintain firm service to the com- 
munities of Holden, Kingsville, Pleasant Hill and Lonejack, all of which are 
presently served through the line which it proposes to abandon. The existing 
6-inch lateral line serves the town of Holden, south of the Ottawa-Sedalia 
12-inch line from which it secures its gas supply, proceeds in a northwesterly 
direction, serving the town of Kingsville, and on in a north or northwesterly 
direction until it reaches a point in Jackson County, where it connects with a 
line which serves the towns of Pleasant Hill and Lonejack. This line would 
be abandoned. 

If the abandonment and construction are authorized, applicant would first 
construct .75-mile of 4-inch lateral from the 12-inch Ottawa-Sedalia line, in a 
general southwardly direction to the town of Holden, and 1.25-miles of 2-inch 
line from the Ottawa-Sedalia 12-inch line in a general northwardly direction to 
the town of Kingsville. Both these lines would be completed before the 6-inch 
line is abandoned so as to avoid interruption of service to these two communities. 

Applicant also proposes to construct 6.5-miles of 8-inch line beginning at a 
point on the Ottawa-Sedalia 12-inch line, and proceeding north and east to the 
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Ralph Green station, thence northwardly to the town border of Pleasant Hill, 
where it would connect with the existing line to Lonejack. If authorized, appli- 
cant likewise proposes to complete this ‘construction prior to the abandonment 
and salvage of the old 6-inch lateral so as to avoid any interruption of service to 
the towns of Pleasant Hill and Lonejack. 

The estimated 1957-1958 gas requirements for Pleasant Hill, Lonejack, Kings- 
ville and Holden total 3,043 M. c.f. Service to the Ralph Green station will be 
on an interruptible basis. On the basis of use of gas to meet 75 percent of the 
station’s fuel requirements, the annual use of gas will be 1,525,858 M. c. f. in 1957, 
2,724,809 M. c. f. in 1958, and 2,964,600 M. c. f. in 1960. The estimated maximum 
alaily requirements of the station are 7,263 in 1957, 14,113 in 1958, and 14,113 in 
1959. It appears that the above described facilities which the applicant proposes 
to construct have ample capacity to permit continuation of service to the four 
towns and to the Ralph Green station. 


THE REGULATORY CRITERIA 


The familiar regulatory phrase “the public convenience and necessity” must, 
under the uniform decisions of this Commission and the Courts, be determined on 
the basis of the particular facts and circumstances of each individual case. The 
“public” whose convenience and necessity are the subjects of inquiry is construed 
to be the public which exists in the area to be affected by the proposed construction 
or abandonment of service. In the instant case this, of course, includes the 
applicant, the Missouri Public Service Company, for whose Ralph Green station 
service is proposed, the Coal Interveners, The Gas Service Company, and every 
other person in the area to be affected by the applicant’s proposal. 

Early in the administration of section 7 of the act, the Commission formulated 
the essential standard which applicants for certificates would be required to 
meet.‘ This included adequate supplies of natural gas, sufficient markets, appro- 
priate design, and sound financing. This basic criteria has been applied by the 
Commission in the adjudication of subsequent certificate applications in deter- 
mining where the “public convenience and necessity” lay. 


COST OF CONSTRUCTION AND SALVAGE FINANCING 


The cost attributable to construction of the new facilities necessary to maintain 
service to the towns of Holden, Kingsville, Pleasant Hill, and Lonejack, and to 
provide service to the Ralph Green station, is estimated at $181,000, from which 
there is to be deducted $41,000 as the estimated salvage value of the 6-inch line 
to be abandoned. Based upon applicant’s 1956 experience, the savings shown 
in line losses through the use of the new facilities would amount to approximately 
$20,000 per annum. 

The construction of the proposed facilities.will be financed from applicant’s 
treasury cash. 


ABANDONMENT OF LEAKING LINE AND CONSTBUCTION OF NEW FACILITIES JUSTIFIED 


The record evidence requires a conclusion that the abandonment and “reclaim” 
of the 6-inch lateral line and construction and operation of the proposed new 
lateral lines are both required by the public convenience and necessity. While 
abandonment and “reclaim” of the 6-inch lateral will unavoidably result in 
abandonment of service to the 8 farm-tap customers of The Gas Service Company, 
whose total gas requirement for the year ending November 5, 1956, was only 


*In the Matter of Kansas Pipe Line Company, et al., 2 F. P. C. 29. 
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1,604 M. c. f., the disadvantage to these few domestic customers must be weighed 
against the convenience and necessity of the much larger public which will 
benefit directly or indirectly through this change in facilities.5 It is clearly shown 
that this proposed change in facilities will benefit applicant’s system customers 
and conserve natural gas which is presently being lost through steadily increasing 
leakage. 

SERVICE TO THE RALPH GREEN STATION 


Applicant has entered into a contract with Public Service to provide natural 
gas on an interruptible basis for the Ralph Green station for use as boiler fuel. 

The Gas Service Company is applicant’s distributor in the Pleasant Hill area. 
As the result of informal negotiations between representatives of Cities Service, 
The Gas Service Company, and Missouri Public Service Company, it was agreed 
that the first 1,000 M. c. f. of natural gas per day served to the Ralph Green 
station would be by Gas Service, and that any excess over the first 1,000 M. c. f. 
per day would be served by Cities Service. This is a bookkeeping proposition 
entered into for the purpose of protecting Gas Service’s load distribution as 
between firm and interruptible customers,.and possible future rate problems, 
and was agreeable to all three companies. 

Testimony and detailed exhibits were offered to show the estimated total fuel 
requirements for the station for the years 1957, 1958 and 1959. A similar show- 
ing was likewise made as to the comparable fuel costs when using coal to meet 
100 percent of the plant’s annual fuel requirements, and also on the basis of 
using natural gas to meet 75 percent of such estimated requirements, and the 
remaining 25 percent of the fuel requirements being provided through the use 
of coal. This (75 percent) is the extent of the natural gas service which ap- 
plicant expects to be able to provide. It is a minimum as distinguished from 
a maximum figure, and is shown to be 1,525,858 M. ec. f. for 1957, 2,724,809 
M. c. f. for 1958, and 2,964,600 M. c. f. for 1959. Total operating expenses for 
the first three years of service has been calculated on the basis of the difference 
between the cost of installation of the facilities necessary to serve the towns of 
Pleasant Hill and Lonejack, plus the cost of gas to meet the estimated annual 
requirements of these two towns, and the cost of such installations and service 
for the Ralph Green station in addition. This calculation shows net earnings 
to Cities Service of $20,478 for the first year, $44,194 for the second year and 
$48,937 for the third year. These figures are based upon a sales price of 20.365 
cents per M. c. f. for the gas. This evidence establishes that the price of 20.365 
cents is adequate to assure recovery by the applicant of all proper costs of the 
proposed transaction, and assures that costs properly attributable to the trans- 
action will not be borne by applicant’s jurisdictional customers. Differently 
stated, the rate proposed to be charged is fully compensatory for the cost of the 
proposed off-peak service. 


PRIOR RELATED PROCEEDING 


The same authorization here requested was sought by Cities Service in its 
application filed on July 19, 1954, in docket No. G—-2493, and heard before this 
presiding examiner on February 24 and 25, 1955. The Commission staff and 
the Coal Interveners both challenged the sufficiency of the showing of applicant’s 
gas supply to provide gas service to the Ralph Green station without impairing 
its ability to adequately serve its existing customers. The only evidence pur- 
porting to prove the sufficiency of applicant’s gas supply in that proceeding was 


® See order entered In the Matter of Arkansas Louisiana Gas Company, September 1949, 
in Docket No. G—-1193, 8 F. P. C. 1135. 
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taken from applicant’s annual report, as of December 31, 1953, theretofore filed 
with the Commission, which was reproduced as an exhibit to the application 
in that docket. No witness was produced who was able to substantiate of 
his own knowledge such claimed system gas reserve as was therein claimed. 
Accordingly, this presiding examiner issued an initial decision on June 23, 1955, 
granting applicant approval to abandon and salvage the 17.2-miles of 6-inch 
line and service to the 8 farm-tap customers, authorizing the construction of 
the lateral lines to enable continuation of service to the four towns, but 
denying authorization for the facilities to enable rendition of service to the 
Ralph Green station. Such decision was affirmed by the Commission in an 
order issued August 8, 1955. Applicant elected, however, not to accept the 
certificate as issued, and subsequently filed the present application. 


CITIES SERVICE’S GAS SUPPLY SHOWN TO BE ADEQUATE TO PERMIT SERVICE TO 
RALPH GREEN STATION 


The uncontradicted evidence shows that as of December 31, 1955, the “life 
index” of applicant’s then dedicated gas reserves was 26.82 years without the 
sale to the Ralph Green station, and 26.38 years with it, or a difference of 
approximately four months. As of December 31, 1955, such reserves were 
8,342,421,921,000 cubic feet. This was computed by applicant’s witness Cole 
by the use of both the volumetric and pressure decline methods. His testimony 
and exhibits stand uncontradicted. 

The record establishes that Cities Service can deliver from contracted reserves 
all its annual requirements for 15 years from December 31, 1955, without the 
proposed sale, and 14 years from that date with the proposed sale, and meet, 
in addition, substantial percentages of annual requirements in later years. 
During 1956 Cities Service acquired additional reserves of natural gas totaling 
approximately 400 billion cubic feet in Barber County, Kansas, Grant and 
Alfalfa Counties, Oklahoma, and in the Maysville area of Oklahoma. The 1956 
zas reserve acquisition equalled approximately one year’s production at the 
1955 rate, so that the available reserve at December 31, 1956, was about the 
same as at December 31, 1955. 


SERVICE TO THE RALPH GREEN STATION SHOWN TO BE IN THE PUBLIC INTEREST 


The record also establishes that the rate of 20.365 cents per M. c. f., the pro- 
posed sale price, will substantially exceed the cost of service for such sale. 
Differently stated, the achievement of a higher load factor on applicant’s 
Ottawa-Sedalia line, which will be a concommitant result of the sale, will 
benefit Cities Service and its wholesale customers. This is true because such 
a sale made at a rate in excess of the incident cost will reduce the overall 
cost of service attributable to such customers. 

On the assumption that only 75 percent of the Ralph Green station’s annual 
fuel requirements are met by natural gas, the annual fuel savings will be 
$97,749 in 1957, $170,562 in 1958, and $183,528 in 1959. If greater volumes of gas 
are used, the savings will be correspondingly greater. A freight increase of 
10 cents per ton on coal, which became effective January 12, 1957, will increase 
the savings to Missouri Public Service Company by at least $31,800 each year. 
Other savings to Public Service through the use of gas will result in relieving it 
from acquiring additional ash disposal area, fly ash erosion in the boilers which 
is caused by the use of coal, and from increased revenues resulting from 
greater station capacity being available for sale when gas, rather than coal, 
is used as the primary fuel. Under the present plant operation it is necessary 
to divert a portion of the electric generating capacity to the operation of 
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exhaust fans and other auxiliaries necessary when coal is used as the principal 
fuel. 

The contracts between Public Service and its power customers, which include 
municipal electric distribution systems, rural cooperatives, five colleges and two 
major U. 8. Air Force bases, provide that savings in fuel costs will be passed 
along to these customers. Presumably other customers of Public Service would 
likewise benefit from such savings, either through voluntary reduction of 
their rates on the part of Public Service, or, in the absence of such voluntary 
rate reduction, affirmative action on the part of the Missouri Public Service 
Commission which regulates the rates and operations of Missouri Public Service 
Company. 


DETRIMENT TO THE FUEL INTERVENERS HAS NOT BEEN SHOWN 


The Coal Interveners introduced evidence to show the coal reserves located 
in the States of Oklahoma, Texas and Kansas, the States from which the 
applicant secures its gas supply. They undertook to show the estimated reserves 
of deliverable natural gas located in those three States, apparently on the 
theory that such evidence would permit them to argue that since the “life index” 
of coal reserves in those states was much greater than the estimated “life 
index” of natural gas in the same area, the application should be denied. The 
latter evidence was excluded on objection by the presiding examiner. 

The Administrative Procedure Act and the Commission’s rules of practice and 
procedure® both provide for the receipt of evidence in a hearing which is 
“relevant” and “material” to the questions at issue. The hearing examiner 
is enjoined to exclude all evidence which is believed to be irrelevant, immaterial, 
or unduly repetitious or is not of the kind which would affect reasonable and 
fair-minded men in the conduct of their daily affairs, VN. L. R. B. v. Remington 
Rand, 94 F. (2d) 862, 873 (C. A. 2-1938), cert. den. 304 U. S. 576. Therefore, 
had the extent of the coal and natural gas reserves in the states of Oklahoma, 
Texas and Kansas been at issue in this proceeding, evidence of the type 
proffered by the Coal Interveners would be admissible. Such was not the case, 
and, accordingly, the evidence offered by these interveners could not be assigned 
any probative value. It does not rise to the dignity of evidence in this proceeding. 

The Coal Interveners fail to show any specific detriment which will result from 
the approval of the applicant’s proposal to serve natural gas to the Ralph 
Green station, though it is obvious that some loss in sales of coal is bound to 
result therefrom. While consideration of the economic effect upon competing 
interests “may well be a part of the complex out of which the Commission’s 
judgment as to ‘public convenience and necessity’ arises, they are nowhere made 
standards governing the issuance or denial of certificates.” National Coal 
Association v. F. P. C., 191 F. (2d) at 467 (C. A. D. C.-1951). Economic injury 
to a competing interest is not in and of itself and, apart from considerations of 
public convenience and necessity, an element the Commission must weigh and 
as to which it must make findings in passing on an application. F. 0. C. v. 
Sanders Bros. Radio Station, 309 U. S. 470, 473. 

Economic loss to the coal interests is not in itself a valid reason for refusing 
a certificate of public convenience and necessity to a natural gas company. 
To give such an effect to the Natural Gas Act would be to stultify the natural 
gas industry, reserving all markets to competing interests regardless of the 
public benefits to be derived from natural gas service. Obviously, such a 
result was not intended in the enactment of the Natural Gas Act. 


*Section 7 (c), Administrative Procedure Act, 5 U. 8S. C. 1007 (c); Section 1.26 (c), 
Commission’s rules of practice and procedure, 18 C. F. R. 1.26 (c). 
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Moreover, the Natural Gas Act does not confer upon the Commission authority 
to promulgate a national fuels policy, or to act as the conservator of natural 
gas or of any other natural resource. The Commission’s jurisdictional ambit 
is fixed and delineated by the requirements of the public convenience and 
necessity. 

CONCLUSION 


As the Examiner construes this record, the applicant has fully made out its 
case under the terms of section 7 of the Natural Gas Act, and the uniform 
decisions of the Commission and the courts. Any detriment which the Coal 
Interveners may suffer as the result of authorizng the sale of natural gas to 
the Ralph Green station is far outweighed by the benefits which will accrue 
through such sale to the applicant, Public Service, Gas Service, and their cus- 
tomers. Presiding examiner will approve the application in its entirety. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of counsel, as 
well as upon the preceding portions of this decision, it is found and concluded 
that: 

(1) On May 23, 1956, Cities Service Gas Company (applicant), a Delaware 
corporation with its principal place of business in Oklahoma City, Okla., filed 
an application, inter alia, for a certificate of public convenience and necessity, 
pursuant to section 7 of the Natural Gas Act, as amended, authorizing construc- 
tion and operation of certain natural gas facilities, as hereinafter described, 
and the abandonment of certain other facilities, as hereinafter described. 

(2) The facilities for which a certificate is sought herein consist of the 
following: 

Construct 6.5-miles of 8-inch pipeline from a connection with the present 
Ottawa-Sedalia 12-inch gas pipeline in the NW% of section 19, Township 45 
North, Range 30 West, and extending north and east to the Missouri Public 
Service Company’s electric generating plant in the NE% of section 19, Town- 
ship 46 North, Range 30 West, all in Cass County, Missouri. 

Construct 3-miles of 4inch gas pipeline from a point of connection with the 
above proposed 8-inch line in the NW} of section 19, Township 46 North, Range 
30 West, thence north and east to a connection with the present pipeline in the 
SW of section 8, Township 46 North, Range 30 West, all in Cass County, 
Missouri. 

Construct 1.25-miles of 2-inch gas pipeline from a connection with the present 
Ottawa-Sedalia 12-inch gas pipeline in the NE% of section 12, Township 45 
North, Range 29 West, thence north to the present town border of Kingsville, 
Missouri, in the SE% of section 36, Township 46 North, Range 29 West, all in 
Johnson County, Missouri. 

Construct .75-miles of 4-inch gas pipeline from a connection with the present 
Ottawa-Sedalia 12-inch gas pipeline in the SE%4 of section 3, Township 45 North, 
Range 28 West, thence south to the present town border of Holden, Missouri, 
in the NW% of section 11, Township 45 North, Range 28 West, all in Johnson 
County, Missouri. 

(3) A description of the facilities sought to be abandoned (replaced) herein 
is as follows: 

Reelaim 17.2-miles of 6-inch gas pipeline extending from the NW% of section 
11, Township 45 North, Range 28 West, Johnson County, Missouri, in a north- 
westerly direction to the NW% of section 3, Township 46 North, Range 30 West, 
Cass County, Missouri. 
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(4) In addition to the foregoing, the aforesaid application seeks authorization 
to abandon service to eight resale tap customers of The Gas Service Company 
located along the facilities sought to be reclaimed herein. 

(5) The facilities sought to be replaced are incurring excessive leakage by 
reason of their age and method of construction in a percentage of approximately 
26 percent. Dollar loss from such leakage could be reduced by approximately 
$20,000 annually if existing line were replaced by facilities of modern design 
and construction as proposed in the application. 

(6) Applicant proposes to sell gas to the Ralph Green power station of Mis- 
souri Public Service Company located near the town of Pleasant Hill, Mo., from 
an 8-inch line to extend to such powerplant. Estimated net income to appli- 
cant from said proposed powerplant sale will be $20,478 in 1957, $44,194 in 1958, 
and $48,937 in 1959, and, since sales to said station will be on an interruptible 
basis, there will be no adverse effect on applicant’s service to its existing 
customers. 

(7) Applicant’s gas supply is adequate to enable rendition of the proposed 
interruptible service. 

(8) By the use of natural gas as a primary fuel, Missouri Public Service 
Company will effect savings of $97,749 in 1959, $170,562 in 1958, and $183,528 in 
1959. These savings will benefit its power customers directly through operation 
of the fuel adjustment clause in its contract with them, and will benefit its 
other customers indirectly by reducing Missouri Public Service Company’s 
overall cost of service. 

(9) The estimated overall capital cost of the facilities proposed to be con- 
structed by applicant is $140,000, which will be paid for out of treasury cash 
funds of applicant. 

(10) The eight resale tap customers of The Gas Service Company are so 
located as to render reconnection of such customers to the lines of applicant 
uneconomic, and therefore abandonment of service to such customers is in the 
public interest. 

(11) Applicant is a “natural-gas company” within the meaning of the Nat- 
ural Gas Act, as amended, as heretofore found by the Commission in its order 
issued on December 28, 1943, in Docket No. G-298 (4 F. P. C. 471). 

(12) The facilities hereinbefore described are to be used for the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act. 

(13) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(14) The proposed construction and operation of the proposed facilities by 
applicant are required by the public convenience and necessity and a certificate 
therefor should be issued. 

(15) The abandonment of the facilities sought to be abandoned herein and 
replaced by the proposed construction for which a certificate is sought herein 
are required by the public convenience and necessity and approval of such 
abandonment should be granted. 

(16) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (c) and (e) of section 157.20 of the 
Commission’s regulations under the Natural Gas Act (18 C. F. R. 157.20) 
should attach to the issuance of said certificate and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
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facilities authorized should be completed and placed in actual operation should 
be fixed at four months from the date of issuance of a certificate. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, on appeal or 
on its own motion, that: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is issued authorizing the applicant Cities Service Gas Company to construct 
and operate the facilities heretofore described in finding (2). 

(B) The certificate issued by Paragraph (A) shall be accepted in writing 
and under oath by a responsible official of Cities Service Gas Company and 
the terms and conditions set forth in paragraphs (a), (c) and (e) of section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 C. F. R. 
157.20) attached to the issuance of the certificate, and to the exercise of the 
rights granted heretofore, and that the deliveries of gas on an interruptible 
basis by applicant to Public Service be limited to 13,095 M. ec. f. per day at 
14.73 psia as proposed. 

(C) The time within which the facilities hereby authorized in Paragraph 
(A) shall be constructed and placed in operation, as provided by paragraph 
2 of section 157.20 of the Commission’s said regulations, is hereby fixed at 6 
months from the date on which this order becomes effective. 

(D) Permission and approval be, and the same are hereby granted to ap- 
plicant Cities Service Gas Company to abandon and remove the facilities, and 
to abandon the service rendered to the gas service company for resale to 8 
individual rural retail customers by means thereof, as hereinbefore described 
in finding (10), and as more fully described in the application. 


(E) Applicant shall report to the Commission, in writing and under oath, 
the effective dates of abandonment and removal of the facilities and abandon- 
ment of service referred to in paragraph (D) above. 


RicHArD N, Ivins, 
Presiding Examiner 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FINDINGS AND ORDER ADOPTING INITIAL DECISION OF THE PRESIDING EXAMINER PER- 
MITTING ABANDONMENT OF CERTAIN FACILITIES AND SERVICE AND ISSUING CERTIFI- 
CATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 11, 1957) 


These proceedings arise under sections 7 and 15 of the Natural Gas Act upon 
an application filed by Cities Service Gas Company (Cities Service) on May 23, 
1956, seeking authority to abandon certain lateral pipelines and service and 
to construct and operate certain new lateral pipelines. Cities Service proposes 
to abandon and salvage 17.2 miles of 6-inch lateral pipeline which is presently 
used to provide service to the communities of Holden, Kingsville, Pleasant Hill, 
and Lonejack, in Missouri. To maintain service to these communities, Cities 
Service proposes to construct new lateral pipelines extending from its Ottawa- 
Sedalia 12-inch pipeline to the communities. Construction of the new lateral 
to Pleasant Hill would also enable Cities Service to render interruptible gas 
service to the Ralph Green electric generating station of Missouri Public Service 
Company. 

Public hearings were held upon the application on January 14, 1957, through 
Japuary 18, 1957. The application was supported by Cities Service, The Gas 
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Service Company, and Missouri Public Service Company. Also participating in 
the bearings were National Coal Association, United Mine Workers of America, 
and Fuels Research Council, Inc. (Coal Interveners) which jointly intervened 
opposing issuance of the certificate for service to the electric generating station 
and the Commission staff counsel who recommends granting the authorization 
requested. 

In an initial decision constituting the presiding examiner’s report to the Com- 
mission pursuant to section 1.30 of the Commission’s rules of practice and pro- 
cedure, the presiding examiner would authorize the abandonment and the con- 
struction and operation of the new facilities as requested by Cities Service. The 
presiding examiner found that the lateral pipeline sought to be abandoned is 
old and in a poor state of repair, and that its continued use in service results 
in substantial line losses amounting to approximately 26 percent of the gas 
transmitted through the line in 1956. He also found that it would cost more 
to repair the existing line than to construct the proposed new facilities. He con- 
cluded that the continued uneconomic use of the old line adversely affects other 
jurisdictional customers of Cities Service. Abandonment of the old line and 
replacement with the new laterals would necessitate the abandonment of service 
to The Gas Service Company for resale to eight farm-tap customers, but service 
would be maintained to the four communities. 

Additionally, relocation of the new lateral serving Pleasant Hill and Lonejack 
would enable Cities Service to transport gas for service to the Ralph Green 
Station. Cities Service proposes to provide gas on an interruptible basis to 
meet approximately 75 percent of the station’s fuel requirements. On an annual 
basis, it is estimated that deliveries will amount to 1,525,858 M. c. f. in 1957, 
2,724,809 M. c. f. in 1958 and 2,964,600 M. c. f. by 1959. 

Exceptions to the initial decision were filed by Coal Interveners on March 11, 
1957. They question whether evidence of gas supply in the record is sufficient 
to show that service to the Ralph Green Station can be rendered without adversely 
affecting service to jurisdictional customers. They also question whether it 
is in the public interest to certificate natural-gas service to the Ralph Green 
Station when, they allege, coal is available in ample supply at reasonable cost. 
We have examined the record and find that both the ultimate conclusions and 
the subsidiary findings of the presiding examiner are supported by the evidence. 
That evidence shows that the service to the Ralph Green Station will result in 
substantial benefits to Cities Service and to its customers. On the basis of 
the evidence shown, the interruptible gas service will not have a substantial 
adverse effect upon the overall gas supply of Cities Service nor will it adversely 
affect service to present customers of Cities Service. 


The Commission finds: 


(1) The abandonment of facilities and service proposed by Cities Service in 
this proceeding is permitted by the public convenience and necessity. 

(2) The facilities proposed to be constructed by Cities Service are to be used 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and operation thereof 
by Cities Service are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 

(3) Cities Service is able and willing to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Cities Serv- 
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ice are required by the pubiic convenience and necessity and a certificate there- 
for should be issued. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (ce) (4), and (e) 
of section 157.20 of the Commission’s regulations under the Natural Gas Act 
(18 C. F. R. 157.20) should attach to the issuance of the certificate and to 
the exercise of the rights granted thereunder and that the time within which 
construction of the facilities authorized should be completed and placed in 
actual operation should be fixed at 6 months from the date this order becomes 
effective. 

(6) The initial decision of the presiding examiner issued in this proceeding 
on February 19, 1957, should be adopted as the decision of the Commission. 


The Commission crders: 


(A) Permission and appruval are hereby granted to Cities Service to aban- 
don the facilities and service heretofore described and as more fully described 
in the initial decision herein adopted. 

(B) A certificate of public convenience and necessity is hereby issued au- 
thorizing Cities Service to construct and operate the facilities heretofore de- 
scribed and as more fully described in the initial decision herein adopted. 

(C) The certificate issued in paragraph (B) shall be accepted in writing 
and under oath by an authorized official of Cities Service and the terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3) (¢) (4), and (e) 
of section 157.20 of the Commission’s regulations under the Natural Gas Act 
shall attach to the issuance of the certificate and to the exercise of the rights 
granted thereunder. 

(D) The time within which the facilities herein authorized shall be con- 
structed and placed in operation is hereby fixed at 6 months from the date 
upon which this order becomes effective. 

(E) The initial decision of the presiding examiner issued in this proceeding 
on February 19, 1957, is hereby adopted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN PRODUCTION COMPANY, INC., DOCKET NO. G-9447 
ORDER AFFIRMING RULING OF PRESIDING EXAMINER 
(Issued April 11, 1957) 


Southern Production Company, Inc. and Sinclair Oil & Gas Company (called 
joint appellants), independent producers of natural gas, on March 1, 1957, filed 
a joint appeal from the ruling of the presiding examiner on February 20, 1957, 
granting the motion of staff counsel for a continuance of the hearing until 
May 20, 1957. They object to the continuance insofar as it is characterized 
a request for adequate time to conduct an original cost investigation of the 
properties acquired by Southern Production from Danciger Oil & Refining 
Company. In turn, Sinclair has acquired the properties of Southern Production. 

To support the appeal, joint appellants contend that the purpose for which 
the motion for continuance was granted is improper and beyond the scope of 
this rate proceeding. Asserting that independent producers are not required 
to comply with the Commission’s uniform system of accounts for natural-gas 
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companies, joint appellants conclude that the application of the original cost 
formula to them is inapposite. 

Preliminarily, it is noted that the request of staff counsel was, as the pre- 
siding examiner’s ruling shows, for a continuance of the hearing for the pur- 
pose of permitting the staff to prepare a complete cost of service, which would 
include an original cost study, and not solely for the latter purpose. Pre- 
sumably it was the staff’s purpose also to determine whether the amounts 
representing acquisition costs are in excess of the original cost to developers 
of purchased properties. The request being, therefore, for a continuance to 
permit the staff to complete and to present its case, we cannot conclude that 
the presiding examiner erred in granting the continuance, or its extent. We 
shall, therefore, affirm the ruling of the presiding examiner. 

We have examined carefully the stoutly urged contention of the joint ap- 
pellants that the original cost formula—as it relates to acquisition costs—does 
not apply to independent producers, and the reasons advanced to support the 
contention. We think that some clarification may be required in this area of 
regulation. In the absence of fraud or other circumstances which as a matter 
of law would require further investigation, it is not our intention to inquire 
into acquisition costs of properties purchased prior to June 7, 1954, or to go 
behind the cost to the person who first dedicates the property to the public use. 


The Commission finds: 


The ruling of the presiding examiner on February 20, 1957, granting a con- 
tinuance until May 20, 1957, to staff counsel should be affirmed and the appeal 
from such ruling by joint appellants should be denied. 








The Commission orders: 





The ruling of the presiding examiner on February 20, 1957, described above, 
in this proceeding be and it is hereby affirmed, and the joint appeal from such 
ruling by Southern Production and Sinclair be and it is hereby denied. 

Commissioner Digby dissenting. 

Diesy, Commissioner, dissenting: 

I dissent from the majority order in this proceeding. ‘There is only one issue 
upon which the Commission is asked to make a policy decision in connection 
with the appeal to the Commission by Southern Production Company, Inc., and 
Sinclair Oil & Gas Company, referred to in the order adopted by the majority 
of the Commission as joint appellants. That issue is clear and unequivocal. 
The joint appellants, as stated in the order by the majority of the Commis- 
sion, “. . . conclude that the application of the original cost formula to them 
is inapposite.” The order by the majority of the Commission, in my opinion, 
conceals the real issue which is before the Commission for a policy determina- 
tion. That issue is the relevancy and desirability of original cost information 
to be used in an independent producer rate proceeding. 

To ascertain original cost of gas producing properties, much information 
would have to be secured from the conveyance records concerning transfers of 
title to the property as well as information from the books and records of 
former owners of the property who might not be subject to Federal Power 
Commission jurisdiction. In my opinion, the information, when obtained, would 
be completely worthless in an independent producer rate proceeding. The June 
7, 1954, cut-off date, of course, is arbitrary and would create a discrimination 
against those whose properties have been bought and assigned perhaps several 
times by former owners during the past 3 years. 

The original investment cost rate base approach is the ultimate in strict 
utility type regulation. The company’s actual cost certainly presents major 
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obstacles and objections with reference to the regulation of independent pro- 
ducers. However, to add to that situation a requirement to use original in- 
vestment cost in arriving at a just and reasonable rate, to me, is unthinkable. 
This is especially true at a time when those familiar with the problem are 
seeking to get away from a utility type regulation for independent producers 
and in view of the fact that the Commission is under no requirement by law 
or by court decision to make such a policy determination. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-2281 
ORDER ON MOTION TO CLARIFY REFUND PROVISIONS 
(Issued April 12, 1957) 


The Commission, by order issued June 29, 1956, in this docket, found and 
determined the just and reasonable rates and charges applicable to the sales 
for resale of natural gas in interstate commerce by The Ohio Fuel Gas Com- 
pany (Ohio Fuel), and, among other things, ordered the refunding of excess 
charges collected during the period March 1, 1954 through the June, 1956, 
billing month. 

On November 28, 1956, The Cincinnati Gas & Electric Company (Cincinnati) 
filed a motion for clarification of the refund provisions of the above order. 
In that motion, Cincinnati asserts as follows: 

Ohio Fuel, in respect of the refund provisions of the order, interpreted 
Paragraph (D) on page 15 of the mimeographed copy of the order as per- 
mitting it to subtract (a) from the amounts paid by Cincinnati in excess of 
the rates found by the Commission to be just and reasonable (“over- 
collections”), (b) the additional amounts which Ohio Fuel did not collect 
from it under its filed rates for an earlier part of the refund period but 
would have collected had the collections actually been made under the 
prescribed rates (“undercollections”). Thus the “undercollections” were 
netted against the “overcollections.” 

On December 12, 1956, Ohio Fuel filed an answer urging that the afore- 
mentioned motion be denied. 

Our order issued June 29, 1956, is before the Court of Appeals for the District 
of Columbia Circuit (Nos. 13,552, 13,557 and 13,565) pursuant to petitions for 
review filed by certain parties to this proceeding. In accordance with the 
requirements of section 19 (b) of the Natural Gas Act, we certified and filed 
the transcript of the record in this docket with the Court on November 2, 1956. 

Section 19 (b) of the act further provides that “Upon the filing of such 
transcript such court shall have exclusive jurisdiction to affirm, modify, or 
set aside such order in whole or in part.” 

As herein indicated, Cincinnati filed its present motion some 26 days after 
the Court of Appeals became vested with exclusive jurisdiction in this pro- 
ceeding. Under the circumstances, we are precluded from acting on the motion 
at this time (Ford Motor Co. v. N. L. R. B., 305 U. 8. 364). 
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The Commission orders: 


The motion filed by Cincinnati in this docket on November 28, 1956, hereby 
is dismissed without prejudice to renewal thereof at the proper time. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CLINTON M. HARBISON, TRUSTEE, DOCKET NO. G-382 
BUCKEYE GAS SERVICE COMPANY, DOCKET NO. G-9222 
FINDINGS AND ORDER TERMINATING PROCEEDINGS 
(Issued April 15, 1957) 


On May 23, 1944, the Commission in docket No. G—382, issued a certificate 
of public convenience and necessity to Clinton M. Harbison, Trustee, Buckeye 
Gas Service Company, authorizing continued operation of the facilities owned 
and leased by him as Trustee of Buckeye Gas Service Company which were 
in bona fide operation on February 7, 1942. 

On August 12, 1955, Clinton M. Harbison, Trustee, Buckeye Gas Service 
Company, requested authority to abandon the transmission and delivery of 
natural gas to The Carlyle Tile Company, of Coal Grove, Ohio, pursuant to 
section 7 (b) of the Natural Gas Act, as amended, which service was a part 
of that authorized in docket No. G-382. This request to abandon service was 
assigned docket No. G—9222. 

The Commission finds: 


(1) Under date of January 17, 1957, Clinton M. Harbison, Trustee, Buckeye 
Gas Service Company addressed the Commission as follows: 

Reference is made to your communication of January 14, 1957, enclos- 
ing form of annual report to the Commission for the year ending Decem- 
ber 31, 1956. 

The above company [Buckeye Gas Service Company] which has been in 
bankruptcy for a number of years, has been dissolved by the order of the 
United States District Court for the Eastern District of Kentucky, its 
assets having been sold for salvage value in the early part of 1956. 

The Company’s name should therefore be removed from your list. 

(2) The Carlyle Tile Company, the customer to whom Buckeye Gas Service 
Company requested authority to abandon service in docket No. G—9222, is 
now being served with natural gas by United Fuel Gas Company pursuant to 
temporary authorization granted on August 25, 1955, in docket No. G—9181. 

(3) No other former customer of Buckeye Gas Service Company has com- 
plained to the Commission as a result of the Company’s dissolution. 

(4) It is appropriate that the proceedings in dockets Nos. G—382 and G—9222 
be terminated, the certificate issued in docket No. G—382 to Clinton M. Harbi- 
son, Trustee, Buckeye Gas Service Company, be canceled and the application 
in docket No. G—9222 be dismissed. 

The Commission orders: 


The proceedings in dockets Nos. G-382 and G—9222 be terminated, the cer- 
tificate issued in docket No. G-382 to Clinton M. Harbison, Trustee, Buckeye 
Gas Service Company, be canceled and the application in docket No. G—9222 
be dismissed. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SINCLAIR OIL & GAS COMPANY, ET AL, 
DOCKET NOS. G-10792, G-11229 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT* 


(Issued April 15, 1957) 
. 7 * oe ao « * 

Sinclair Oil & Gas Company (Sinclair), a Maine corporation with its principal 
place of business at Tulsa, Okla., and Southern filed on October 12, 1956, a joint 
application in Docket No. G-—11229 pursuant to section 7 of the Natural Gas 
Act, seeking authorization for: 

(1) Southern to abandon certain sales of natural gas, pursuant to section 
7 (b) of the Natural Gas Act, previously authorized at docket Nos. G—2583, 
G-6027, G-6098, G-6212 and G-8722. 

(2) Sinclair to continue the above authorized sales, pursuant to section 7 
(c) of the Natural Gas Act, in place of Southern. 

(3) Sinclair to replace Southern as Applicant in docket No. G-10792 herein. 

The joint application in docket No. G-—11229 states that Southern's stock- 
holders, by vote on October 11, 1956, have adopted a plan previously approved 
by Southern’s board of directors, for the complete liquidation of Southern 
including the sale and transfer to Sinclair of certain of Southern’s oil and gas 
properties which are the subject matter of the certificate applications mentioned 
in (1) and (3) above. The sale and transfer of such gas and oil properties was 
scheduled to occur on November 1, 1956. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 8, 1957, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene or protest to the granting of the applica- 
tions has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 
sion herein pursuant to section 1.30 (c) (1) of the Commission’s rules of practice 
and procedure. 

The Commission finds: 
= + + o * & - 

(2) Sinclair Oil & Gas Company, upon the commencement of the sale author- 
ized herein will be engaged in the sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and will, therefore, be a “natural-gas company” within the meaning 
of the Natural Gas Act. 

a7 * . * * * ~ 

(5) It is necessary and appropriate in carrying out the provision of the 
Natural Gas Act that Sinclair Oil & Gas Company be authorized to render service 
to Phillips Petroleum Company in lieu of Southern Production Company, Inc., 
as proposed in the application filed by Southern on July 23, 1956 in docket No. 
G-10792. 

(6) The sale of natural gas hereinbefore described, as more fully described in 
the applications, will be made in interstate commerce, subject to the jurisdiction 


*Omitted portions of this order relate to the issuance of independent producer certifi- 
cates. 
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of the Commission, and such sale by Sinclair Oil & Gas Company, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, is subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(7) Sinclair Oil and Gas Company is able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) The sale of natural gas by Sinclair Oil & Gas Company, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, is required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(9) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
rules of practice and procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 
(c) (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to Sinclair Oil & Gas Company upon the terms and conditions of this order, 
authorizing the sale by it of natural gas in interstate commerce for resale, 
together with the construction and operation of any facilities, subject to the 
jurisdiction of the Commission, used for the sale of natural gas in interstate 
commerce, as hereinbefore described and as more fully described in the applica- 
tion and exhibits in docket No. G-10792, and the continued operations involved 
in the sales heretofore rendered by Southern Production Company, Inc., in 
interstate commerce for resale as hereinbefore described and as more fully 
described in the application and exhibits in docket No. G—11229. 

(B) The certificate issued herein to Sinclair Oil & Gas Company shall be 
deemed accepted and of full force and effect, unless refused in writing and 
under oath by applicant within 30 days from issuance of this order. 

(C) The certificate issued herein to Sinclair Oil & Gas Company is not 
transferable and shall be effective only so long as applicant continues the acts 
or operations hereby authorized in accordance with the provisions of the 
Natural Gas Act, and the applicable rules, regulations and orders of the 
Commission. 

(D) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of section 4 of the Natural Gas Act, or of section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the applicant. 
Further, our action in this proceeding shall not foreclose nor prejudice any 
further proceedings or objection relating to the operation of any price or related 
provision in the gas purchase contracts herein involved. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED FUEL GAS COMPANY AND ATLANTIC SEABOARD CORPORATION 
DOCKET NO. G—11184 

FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 15, 1957) 


On October 2, 1956, United Fuel Gas Company (United), a West Virginia 
corporation and a subsidiary of The Columbia Gas System, Inc., (Columbia) 
and Atlantic Seaboard Corporation (Atlantic), a Delaware corporation, also 
a subsidiary of Columbia, having their principal place of business at 1700 
MacCorkle Ave., S. E., Charleston, W. Va., filed a joint application and on 
November 23, 1956, a supplement thereto, pursuant to section 7 of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing 
United to construct and operate certain additional transmission facilities and 
to exchange natural gas with Atlantic, and authorizing Atlantic to install and 
operate certain natural gas facilities to enable it to deliver natural gas to 
United, in accordance with an exchange arrangement as hereinafter described, 
subject to the jurisdiction of the Commission. No new markets are involved. 

United proposes to construct and operate approximately 11.1 miles of 12% 
inch gas transmission pipeline (Line PM-83) extending in an easterly direction 
from United’s Beaver Creek Compressor Station to Atlantic’s Boldman Com- 
pressor Station, together with the construction and operation of the necessary 
measuring and regulating facilities at the terminus thereof on the premises 
of Boldman Station and also to install and operate the necessary recording 
calorimeters, all at a total estimated cost of $535,000. These proposed facilities 
will be located within Floyd County, Kentucky. 

Atlantic seeks authority to install and operate new compressor cylinders and 
related facilities at its Boldman Compressor Station in Pike County, Kentucky 
for the purpose of adapting its existing facilities to proposed operational arrange- 
ments at an estimated cost of $145,000. 

The proposed facilities will be financed by The Columbia Gas System, Ince. 

Applicants further request authorization for the exchange and delivery of 
natural gas between United and Atlantic pursuant to a proposed form of exchange 
agreement. 

United desires to continue to deliver certain volumes of high B. t. u. unprocessed 
Kentucky gas to its Leach gasoline extraction plant in Boyd County, Kentucky, 
where a profitable extraction of ethane and other heavier hydrocarbons is 
made. United also delivers certain volumes of this high B. t. u. gas to Union 
Carbide and Carbon Corporation (Carbide) for further extraction. Both ex- 
traction plants, at present, utilize gas that United receives from Kentucky-West 
Virginia Gas Company (Kentucky-West Virginia) at United’s Beaver Creek 
Compressor Station and along United’s 20-inch Line P, connecting this station 
with its Kenova Station and nearby Leach Plant. This high B. t. u. gas is 
received from Kentucky-West Virginia for the account of Equitable Gas Company 
(Equitable) under a current exchange agreement dated April 30, 1948, between 
the two parties, filed with this Commission as rate schedule X-1 in United’s 
FPC Gas Tariff original volume No. 2, whereby United receives approximately 
80,000 M. c. f. of gas per day from Kentucky-West Virginia for the account of 
Equitable and simultaneously delivers to Equitable equal volumes of gas in the 
State of West Virginia. 
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When Kentucky Hydrocarbon Company, the subsidiary formed by Kentucky- 
West Virginia to manage the new extraction plant, commences operation United 
will not receive the untreated high B. t. u. gas now transported and processed 
in its Leach extraction plant and will receive in lieu thereof equal volumes of 
lower B. t. u. gas under its exchange agreement with Kentucky-West Virginia. 

United proposes herein to route the processed Kentucky-West Virginia low 
B. t. u. gas into Atlantic’s system at Boldman through United’s existing Beaver- 
Boldman Line. In exchange for this gas, Atlantic will deliver to United at 
Boldman certain Volumes of high B. t. u. gas which Atlantic now purchases 
from United, such gas being produced and purchased by United south of Boldman 
in Kentucky. United will transport this high B. t. u. gas westward through 
its proposed new Boldman-Beaver Line and on into its Leach plant for extrac- 
tion, thus maintaining profitable operation at Leach. Although Atlantic will 
be deprived of its high B. t. u. gas, it will receive larger volumes of lower 
B. t. u. gas from United to compensate for the difference in heat content. 

Applicants allege that United presently receives volumes of natural gas of 
102,000 to 112,000 M. c. f. per day at its Kenova Station. Of this volume United 
transports up to 100,000 M. c. f. per day to its Leach extraction plant in Boyd 
County, Kentucky, for the recovery of hydrocarbons heavier than ethane, by- 
passing the remaining volumes due to capacity limitations at Leach Plant. 
Following its extraction operations, United delivers approximately 45,000 M. c. f. 
per day of the gas treated at Leach plant to Union Carbide & Carbon Corpora- 
tion (Carbide) for further extraction pursuant to agreement. Carbide has 
advised United that it does not propose to extend the existing contract, which 
expired March 31, 1957. The extraction processes, on an annual basis, cur- 
rently result in a net credit to United’s cost of service of approximately 
$1,141,000, of which $297,600 is attributable to the operation of the Leach plant 
alone. 

Applicants allege that the proposed project would increase United’s cost of 
service by $119,000 per year, and the net result would be that approximately 
$178,600 per year would be credited to United’s cost of service. Without the 
proposed project, United estimates a loss at Leach of approximately $77,000 
per year. 

United presently delivers natural gas to Atlantic at Atlantic’s Boldman Com- 
pressor Station in volumes up to about 70,000 M. c. f. per day. Deliveries from 
south of the compressor station in volumes up to 55,000 M. c. f. per day have a 
heat content approximating 1,150 B. t. u. per cubic foot. Gas is also transported 
to Boldman from United’s Beaver Creek Compressor Station, 10 miles to the 
west, in volumes of about 15,000 M. c.f. This gas will have an approximate heat 
content of 1,050 B. t. u. after the Kentucky Hydrocarbon plant commences 
operations. 

Under the proposed exchange agreement, Atlantic will redeliver the 55,000 
M. ec. f. of 1,150 B. t. u. gas to United at Boldman and receive in exchange 
(transported from Beaver Creek station) volumes of approximate 1,050 B. t. u. 
gas sufficient to make an even exchange in heat content. Thus, United will 
deliver about 60,000 M. c. f. to Atlantic in exchange for the 55,000 M. c. f. 
received from it. However, United under the proposed billing arrangement, 
included in the exchange agreement, will continue to bill Atlantic for the 55,000 
M. c. f. as at present. 

The proposed billing arrangement, however, will transfer the cost of the 
5,000 M. ec. f. per day not billed to Atlantic (60,000 M. c. f. delivered by United ; 
55,000 M. c. f. billed) to United’s other customers. The acceptance of this 
billing arrangement is not to be construed as agreement with the underlying 
principles in any subsequent rate proceeding involving United. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., 
on April 8, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) United Fuel Gas Company (applicant), a West Virginia corporation 
with its principal place of business in Charleston, W. Va., is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 1, 1944 in docket No. G-341. 

(2) Atlantic Seaboard Corporation, (applicant), a Delaware corporation 
with its principal place of business in Charleston, W. Va. is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 16, 1943 in docket No. G—284. 

(3) The exchange of natural gas as hereinbefore described and the facilities 
proposed to be constructed and operated therefor by United and Atlantic are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas Act. 

(4) The proposed exchange of natural gas and the proposed construction and 
operation of the facilities hereinbefore described are required by the public 
convenience and necessity, and certificates therefor should be issued as herein- 
after ordered and conditioned. 

(5) Applicants are each able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules, and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (c) (8), (e) (4) and 
(e) of section 157.20 of the Commission’s regulations under the Natural Gas 
Act should attach to the certificates hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(7) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of section 1.30 (c) (1) 
{18 CFR 1.30 (c) (1)] of the Commission’s rules of practice and procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience, and necessity be and the same is 
hereby issued each to United Fuel Gas Company and Atlantic Seaboard Corpo- 
ration authorizing the exchange of natural gas between said United and Atlantic 
and the construction, installation and operation of the facilities therefor, as 
hereinbefore described, all as more fully described in the application, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) These certificates shall be accepted in writing, and under oath by a 
responsible official each of United Fuel Gas Company and Atlantic Seaboard 
Corporation and the general terms and conditions set forth in paragraphs (a), 
(b), (ce) (1), (ce) (3), (c) (4), and (e) of section 157.20 of the Commission’s 
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regulations under the Natural Gas Act shall attach to the issuance of the 
certificates granted in paragraph (A) hereof and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and ready for actual operation, as provided by paragraph (b) of 
section 157.20 of the Commission’s Regulations under the Natural Gas Act, 
is hereby fixed at 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MAGNOLIA PETROLEUM COMPANY, DOCKET NO. G-12401 


ORDER INSTITUTING INVESTIGATION 
(Issued April 15, 1957) 


Magnolia Petroleum Company (respondent) is an independent producer of 
natural gas and sells and delivers the same in interstate commerce for resale 
for ultimate public consumption, and is a natural gas company within the 
meaning of the Natural Gas Act. 

Under respondent’s effective rate schedules on file with the Commission, 
respondent sells gas to Tennessee Gas Transmission Company in Texas Railroad 
Commission District No. 4 at a price of 12.12268 cents per M. c.f. Other sales 
at the same rate in this district are the subject of Commission investigation, 
pursuant to section 5 (a) of the Natural Gas Act. See F. P. C. docket Nos. 
G-9277-G-9292, inclusive. 

Respondent also sells gas to American Louisiana Pipe Line Company in the 
Cameron Field, Cameron Parish, La., at the rate of 19.25 cents per M. c. f. 
Other sales by gas suppliers of the latter pipeline company are similarly under 
investigation. See docket Nos. G—1148, G-9279, G—10601, G-10615 and G—10616. 

In addition to the sales of natural gas thus specifically referred to, it appears 
from the Commission files that the respondent also engages in other sales of 
natural gas in interstate commerce. It further appears that, upon the basis 
of data available to the Commission, the rates, charges, and classifications for 
or in connection with the sale or transportation of natural gas by the respondent 
herein is subject to the jurisdiction of the Commission, and the rules, regulations, 
practices, and contracts relating thereto, may be unjust, unreasonable, unduly 
discriminatory or preferential. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged or collected by the said réspondent 
in connection with any transportation or sale of natural gas, subject to the 
jurisdiction of the Commission, and any rules, regulations, practices or contracts 
affecting such rates, charges or classifications. 


The Commission orders: 
(A) An investigation of respondent be and it is hereby instituted under the 
provisions of the Natural Gas Act for the purpose of enabling the Commission 


to determine whether, with respect to any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, made or proposed to be made by 
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said respondent, any of the rates, charges, or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices or contracts affecting 
such rates, charges or classifications are unjust, unreasonable, unduly discrimi- 
natory or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to the respondent that any of its rates, charges, classifications, rules, regulations, 
practices or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission will there- 
upon determine and fix by order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices or contracts to be thereafter observed 
and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, par- 
ticularly sections 5, 14, 15 and 16 thereof, and the Commission’s rules of 
practice and procedure, a public hearing be held upon a date to be fixed by 
further order of the Commission concerning the matters specified in paragraphs 
(A) and (B) above. 

(D) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) of the Commission’s rules of practice and procedure [18 C. F. R. 
1.8 and 1.37 (f) ]. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NOS. G-2503, 
G-9784, G-9785, G-9786; AND TEXAS EASTERN PENN-JERSEY TRANS- 
MISSION CORPORATION, DOCKET NO. G-9787 


ORDER FIXING DATE FOR ORAL ARGUMENT, REOPENING RECORD, AND GRANTING AND 
DENYING REQUESTS TO INCORPORATE ADDITIONAL EVIDENCE INTO RECORD 


(Issued April 16, 1957) 


The Chotin Towing Corporation, et al. (Barge Interveners),’ on February 6, 
1957, at the close of the hearing in the above entitled matters, requested oral 
argument in connection therewith, which request was certified to the Commission 
by the trial examiner on February 11, 1957. 

The intermediate decision procedure in the above captioned proceeding has 
been omitted by our order issued March 11, 1957, after consideration by us of 
the record, on motion made at the close of the hearing by Texas Eastern 
Transmission Corporation (Texas Eastern). 

Thereafter, on March 26, 1957, the Barge Interveners filed a petition for a 
rehearing of the Commission’s order above referred to omitting the intermediate 
decision procedure. In relation thereto the secretary of the Commission re- 
jected on March 29, 1957, said petition for rehearing and in so doing advised 
counsel for the Barge Interveners that the Commission’s rules of practice and 
procedure does not provide for the filing of said petition.’ 


2Chotin Towing Corporation ; Greenville Towing Company, Inc.; The Comet River Com- 
pany; G. W. Gladders Towing Company, Inc.; Walter G. Houghland, Inc,; Industrial 
Marine Service, Inc. ; Ingram Barge Co. ; Lea River Lines, Inc. 

2See subparagraph (e) of section 1.30 and subparagraph (a) of section 1.34 of the Com- 
mission’s rules of practice and procedure. 
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On April 1, 1957, the Barge Interveners by their counsel filed an appeal from 
the action of the secretary of the Commission requesting : 

(a) that the Commission reverse the action of its Secretary dated March 29, 
1957, and proceed to accept and consider the petition for rehearing filed by 
barge intervenors on March 26, 1957, and (b) that in any event the Commission, 
upon further consideration of its order issued March 11, 1957, reverse that order 
and direct the presiding examiner to file his report containing an initial decision, 
or if the Commission so orders, containing a recommended decision. 

Commission staff counsel on March 22, 1957, filed a petition to reopen the 
record and receive in evidence as a part thereof certain letters contained in the 
Commission’s files bearing upon national defense planning. 

American Pipe Line Corporation (American), an intervener herein, on March 
21, 1957, filed a motion to reopen the record and receive “new evidence” relating 
to its proposed petroleum pipeline project with respect to the transportation of 
oil. 

Barge interveners on April 2, 1957, filed a pleading which was entitled: 
“COMBINED PETITIONS AND RESPONSES OF BARGE INTERVENORS 
PERTINENT TO SUBJECT OF REOPENING THE RECORD * * *.* 

The petition of staff counsel to reopen the record has not been opposed by the 
various parties participating in this proceeding who have expressed any views 
in that regard. 

Motion of American is opposed by staff counsel, Texas Eastern, and Public 
Service Electric and Gas Company. 

Staff counsel’s motion refers to a letter written by the Chairman of this 
Commission to the Hon. Arthur S. Flemming, Director of the Office of Defense 
Mobilization, and a reply thereto by Mr. Flemming with which answer was 
enclosed a copy of a letter reflecting the views of the Hon. Fred A. Seaton, 
Secretary of the Department of Interior, regarding the abandonment of the 
Little Inch line from gas service and its reconversion and utilization as a 
carrier of petroleum products. 

The motion of American relates to a memorandum issued March 14, 1957, by 
the Office of Defense Mobilization, entitled “MEMORANDUM OF AMERICAN 
PIPE LINE CORPORATION’S APPLICATION FOR LOAN GUARANTEE” 
(Release No. 575). The memorandum referred to deals principally with the 
proposal of American to construct a petroleum pipeline project and the potential 
conversion by Texas Eastern of the Big Inch pipeline. The matter here for 
consideration, among other things, is the abandonment of the Little Inch line 
from gas transportation to its utilization as a carrier of petroleum products, 
and is not the subject matter of the aforementioned memorandum. 

Barge Interveners, by its combined “PETITION AND RESPONSES”, filed 
April 2, 1957, agree that the data referred to in the petition of staff counsel, 
namely the letter of the Secretary of Interior, dated February 16, 1957, and the 
letter of the Director of Defense Mobilization dated February 21, 1957, should 
be admitted in evidence, acquiesces in the request that the release issued March 
14, 1957, No. 575 over the signature of Mr. Flemming, Director of the Office of 


* Consisting of 
(1) Supplement to response to petition of staff counsel 
(2) Acquiescence in petition of American Pipe Line Co. 
(8) Petition to include Interior Department reports of barge movement for December 
1956 through February 1957 and 
(4) Application for order permitting supplementary briefs to consider evidence 
received. 
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Defense Mobilization, referred to in the motion of American, be made a part 
of the record and in addition the Barge Interveners seek to have incorporated 
into the record certain monthly reports of the Department of Interior, Office 
of Oil and Gas, entitled “SUMMARY OF TANKER AND BARGE COMMERCIAL 
SHIPMENTS (OCR-1) IN BARRELS FROM GULF COAST” for the months 
of December 1956, January 1957, and February 1957. 

Further, the Barge Interveners seek to have introduced into evidence a 
tabulation derived from the aforementioned reports designated “APPENDIX 
A.” Barge Interveners also request opportunity to file a supplementary brief 
or memorandum in relation to the aforementioned matter. 

Texas Eastern on April 9, 1957, filed its answer to the pleading above filed by 
the Barge Interveners on April 2, and objects to the reopening of the record 
for the purpose of admitting the monthly reports of the Department of Interior 
(OCR-1) for the months of December 1956, January 1957, and February 1957. 
In addition, Texas Eastern is opposed to the request of Barge Interveners for 
permission to file supplementary briefs. In said answer Texas Eastern also 
reiterated that it opposes the admission in evidence of the release of the 
Director of Defense Mobilization dated March 14, 1957, heretofore referred to. 

Texas Eastern in its answer filed on April 1, 1957, to the petition of staff 
counsel to reopen the record, requests that the petition of staff counsel be 
granted or, in the event any objection to said petition be filed by any other party 
to the proceedings, said petition be denied. No objection has been filed. 

In the light of the importance of these proceedings and their relation to a 
proper administration of the Natural Gas Act, we are of the opinion that oral 
argument should be had and we will so order and grant such other relief as 
hereinafter provided. Further, in view of the fact that we are affording 
opportunity for oral argument before the Commission, we will deny Barge 
Interveners’ request for permission to file supplementary briefs. 


The Commission orders: 


(A) Oral argument be had before the Commission on May 6, 1957, at 10 a. m. 
(EDST) in a hearing room of the Federal Power Commission, 441 G Street, 
N. W., Washington, D. C., concerning the matters involved and the pending 
issues presented in the above-entitled consolidated proceedings. 

(B) Each party to the proceedings desiring to participate in the oral argu- 
ment shall notify the Secretary of the Commission, on or before April 24, 1957, 
of such intention and of the amount of time requested for presentation of 
argument. 

(C) The motion of American Pipe Line Corp., filed on March 21, 1957, be and 
the same is hereby denied. 

(D) The petitions of staff counsel and Barge Interveners to reopen the record 
for the purpose of receiving additional evidence be and the same are hereby 
granted. 

(E) The record in these proceedings be reopened for the limited purpose of 
receiving into the record the following designated documents contained in the 
formal files in docket Nos. G—2503, et al., by reference to the files of the 
Commission : 

(i) The Commission’s letter of November 16, 1956, to the Hon. Arthur 8S. 
Flemming, and his reply of February 21, 1957, and the enclosure in connection 
therewith from the Hon. Fred A. Seaton, Secretary of the Department of 
Interior, dated February 16, 1957. 
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(ii) Appendix A attached to the petition of Barge Interveners filed April 2, 
1957, entitled: “BARGE MOVEMENTS OF CLEAN PETROLEUM PRODUCTS 
FROM DISTRICT 3 ORIGINS TO MISSISSIPPI RIVER DISTRICTS 1 AND 
2 DERIVED FROM ATTACHED REPORTS OF DEPARTMENT OF IN- 
TERIOR FOR MONTHS OF DECEMBER, 1956-FEBRUARY 1957 INCLUSIVE” ; 
also, three sheets, being the monthly reports of the Department of Interior, Office 
of Oil and Gas, for December 1956, January 1957, and February 1957, captioned : 
“SUMMARY OF TANKER AND BARGE COMMERCIAL SHIPMENTS (OCR- 
1) IN BARRELS FROM GULF COAST.” 

(F) The request by Barge Inmterveners to file supplementary briefs or memo- 
randum in relation to the documents referred to in subparagraph (ii) of para- 
graph (E) be and the same is hereby denied. 

(G) The appeal of the Barge Interveners filed April 1, 1957, from the action 
of the Secretary of the Commission be and the same is hereby denied, and the 
action of the Secretary is affirmed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


STANOLIND OIL AND GAS COMPANY, DOCKET NO. G-2652, ET AL. 


ORDER AMENDING ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY AND AUTHORIZING CHANGE OF NAME IN ALL PENDING MATTERS 


(Issued April 16, 1957) 


Pan American Petroleum Corporation (Pan Am), a Delaware Corporation 
with its principal place of business in Tulsa, Okla., filed a letter on February 19, 
1957, requesting a change in the designation of certain certificates of public 
convenience and necessity heretofore issued pursuant to section 7 of the Natural 
Gas Act, to Stanolind Oil and Gas Company (Stanolind), and pending applications 
for certificates of public convenience and necessity heretofore filed by Stanolind. 

Pan Am states that on February 1, 1957, the name of “Stanolind Oil and Gas 
Company” was changed to “Pan American Petroleum Corporation” by appro- 
priate corporate action pursuant to the laws of the State in which said company 
is incorporated. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to, as hereinafter ordered, amend certain certificates of 
public convenience and necessity and change the designation in all pending 
certificate application matters, by substituting the name of “Pan American 
Petroleum Corporation” in lieu of “Stanolind Oil and Gas Company” as herein- 
after ordered. 


The Commission orders: 


(A) The orders of the Commission issuing certificates of public convenience 
and necessity issued in docket Nos. G-—2652, G-2788, G-2789, G-2790, G-4411, 
G-6069 through G-—6077, G-—8321, G-8965, G-9308 and G-9830 be and the same 
are hereby amended by substituting the name of “Pan American Petroleum 
Corporation” in lieu of “Stanolind Oil and Gas Company” as designated in 
the respective orders. 
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(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificates of public convenience and 
necessity shall remain in full force and effect. 

(C) The designation of all certificate application matters now pending before 
the Commission involving or in any manner relating to Stanolind Oil and Gas 
Company be and the same are hereby redesignated by substituting the name of 
“Pan American Petroleum Corporation” in lieu of “Stanolind Oil and Gas 
Company.” 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOUSTON TEXAS GAS AND OIL CORPORATION, DOCKET NO. G-9262 
COASTAL TRANSMISSION CORPORATION, DOCKET NO. G-9960 
ORDER DENYING APPEAL FROM SECRETARY'S ACTION 
(Issued April 18, 1957) 


On April 4, 1957, the Florida Economie Advisory Council filed an appeal from 
the action of the Secretary of this Commission taken by letter of March 29, 
1957, in rejecting the Council’s petition for rehearing tendered March 25, 1957, 
with respect to the Commission’s order issued February 21, 1957, 17 F. P. C. 308. 
This order, among other things, denied applications for rehearing of the Com- 
mission’s opinion No. 301 and order issued December 28, 1956, 16 F. P. C. 118, 
which granted, subject to conditions, certificates of public convenience and 
necessity to Houston Texas Gas and Oil Corporation and Coastal Transmission 
Corporation. 

The conditions set forth in the December 28, 1956, order were comparatively 
detailed rate and financial conditions for both Houston Gas and Coastal, in- 
cluding requirements for the filing of tariffs in compliance therewith. In our 
order of February 21, 1957, we relieved Houston Gas of compliance with certain 
conditions, accepted tariffs submitted by the two companies provided certain 
specified revisions were filed and rejected service agreements submitted by each 
of them requiring that they file revised service agreements. The Commission’s 
order of February 21, 1957, was on applications for rehearing and any further 
objection to the order of December 28, 1956, should more properly be raised 
in a petition for court review, rather than through the series of filings resorted 
to by the Florida Economic Advisory Council. The council’s petition of March 
25 was. properly rejected, and its filing of April 4 is nothing more than a con- 
secutive petition for rehearing. In the meantime the 60 days allowed under 
section 19 (b) of the Natural Gas Act for filing a petition for court review is 
running from February 21, 1957. 


The Commission orders: 


(A) The action of the Commission’s Secretary on March 29, 1957, in rejecting 
and returning the council’s petition for rehearing filed March 25, 1957, is hereby 
affirmed. 

(B) The appeal filed by the council on April 4, 1957, is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-10,000; TRANS-CAROLINA PIPELINE CORPORATION, DOCKET NO. 
G-—10,005 

ORDER DENYING REHEARING 


(Issued April 18, 1957) 


On March 20, 1957, Trans-Carolina Pipeline Corporation (Trans-Carolina) 
filed an application for rehearing of the Commission’s opinion No. 302 and the 
accompanying order issued in these proceedings on March 1, 1957, 17 F. P. C. 360. 
In that opinion and order the Commission granted a certificate of public con- 
venience and necessity to Transcontinental Gas Pipe Line Corporation (Trans- 
continental) to construct and operate new facilities as a part of its integrated 
interstate pipeline system. The certificate authorized Transcontinental to in- 
crease its system capacity by approximately 125,977 M. c. f. of natural gas per 
day enabling it to inerease its peak-day deliveries to existing customers by 
47,051 M. c. f. and to add new customers with peak-day requirements of 77,593 
M. c. f. The order also denied a certificate application filed in docket No. 
G-10,005 by Trans-Carolina which proposed to serve natural gas in the Tidewater 
area of North Carolina and South Carolina. 

In its application for rehearing Trans-Carolina requests that we vacate our 
opinion No. 302 and the accompanying order, issue a certificate to it, and 
authorize Transcontinental to sell and deliver to it a maximum of 65,360 M. c. f. 
of natural gas per day. Trans-Carolina’s request for vacation of the certificate 
issued to Transcontinental is not limited in any manner and would, if granted, 
result in revocation of authority to Transcontinental to increase its capacity 
necessary for the increased peak-day sales to present customers and for addi- 
tional sales to new customers. 

Furthermore, if we were to grant Trans-Carolina’s request for an allocation 
of 65,360 M. c. f. per day, in substitution for the allocation of 39,780 M. c. f. to 
North Carolina Natural Gas Corporation (North Carolina Natural) and 23,612 
M. c. f. to Carolina Pipeline Company (Carolina Pipeline), it would be neces- 
sary to reduce the allocations to other customers by 635 M. c. f.. Nowhere in 
its application for rehearing is there contained even the barest allegation that 
the allocations to these other customers are not required by the public convenience 
and necessity. Trans-Carolina has made no showing and there is no basis 
in the evidence to support a reduction in the allocations from those shown in 
Appendix A to our opinion No. 302. 

Opinion No. 302 and the accompanying order make plain the basis of our 
decision on all aspects of the certificate proceedings in docket Nos. G-10,000 
and G-10,005. With respect to the controverted portion of the initial decision, 
primarily the service to the Tidewater area of North Carolina and South Caro- 
lina, we set forth subsidiary findings which modified the findings contained in the 
initial decision. Subject to those modifications we adopted the initial decision 
of the presiding examiner. Trans-Carolina’s application for rehearing raises 
substantially the same issues previously presented to us which we fully consid- 
ered before issuing our order of March 1, 1957. We find nothing in the applica- 
tion for rehearing which justifies or requires a disposition of these issues in any 
manner other than that heretofore made. 
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The Commission finds: 

The application for rehearing of our opinion No. 302 and accompanying order 
issued on March 1, 1957, sets forth no new facts and no principles of law which 
either were not fully considered by the Commission when it issued that opinion 
and order or, which having now been considered, warrant any change in or 
wodification of such order. All contentions and objections not specifically dis- 
cussed or referred to herein have been considered and found either without basis 
in law or support in fact but are not sufficiently material to warrant individual 
treatment or have been adequately disposed of otherwise. 


The Commission orders: 


The application for rehearing and the request for vacation of our opinion 
No. 302 and.the accompanying order issued on March 1, 1957, 17 F. P. C. 360, 
filed by Trans-Carolina on March 20, 1957, are hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNION OIL AND GAS CORPORATION OF LOUISIANA 
DOCKET NO. G-—11563 


ORDER DENYING APPLICATION FOR ISSUANCE OF SUBPENA DUCES TECUM 
(Issued April 18, 1957) 


On April 1, 1957, a group of intervenors’ in this proceeding filed an applica- 
tion for issuance of a subpena duces tecum by the Commission directing Union 
Oil and Gas Corporation of Louisiana to produce by April 10, 1957, “all working 
papers underlying the financial and statistical data included in Union’s rate 
filing of October 2, 1956.” 

The application alleges that the working papers are necessary “among 
other things” to ascertain (1) the nature and basis in Union’s filing for a pro- 
posed increase in rates and charges of adjustments for out-of-period expenses 
and payroll costs; (2) whether the use of certain averages are a reliable basis 
for the determination of future rates; (3) whether the redetermined price per 
M. c. f. of gas was in fact based on comparable sales of natural gas; and (4) 
the reasonableness of the “numerous” allocations of expenses. 

On April 10, 1957, Union filed an opposition to the application, contending that 
the request was premature, vague, general, and “sweeping” in nature, and fur- 
ther, that Union should not be required to make disclosure of confidential business 
information. 

We are aware, of course, that the Commission’s staff is presently conducting 
a field investigation of Union’s books and operations, and that hearing in this 
matter is presently scheduled for April 24, 1957, at which time Union will present 
its testimony and evidence purporting to support its proposed increase in rates 
and charges. 


2The members of that group are City of Dyersburg, Tennessee, Gibson County Utility 
District, Indiana Gas & Water Company, Inc., Louisville Gas and Electric Company, 
City of Memphis, Tennessee, Memphis Light, Gas and Water Division, MidSouth Gas 
Company, Mississippi Valley Gas Company, Southern Indiana Gas and Electric Company, 
and West Tennessee Gas Company. 
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We have carefully reviewed the extent of the subpena requested by the joint 
application and are of the view that it does not conform to the requirements of 
section 14 (c) of the Natural Gas Act and section 1.23 of the rules of practice 
and procedure. Although the application attempts to point to certain data to 
be ascertained, “among other things,” it is all inclusive in its request for docu- 
ments to be produced. Section 1.23 of the rules provides “specification” shall 
be made of the documents desired and the facts to be proved by them “in 
sufficient detail to indicate the materiality and relevance of such documents.” 

Such specification and detail must be afforded the Commission to provide 
the basis upon which the Commission can make the statutory finding that the 
documents requested are “relevant or material to the inquiry.” 

We find that the application filed April 1, 1957, does not meet those require- 
ments and should, therefore, be denied. 


The Commission orders: 


The joint application for issuance of a subpena duces tecum filed April 1, 1957, 
hereby is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


APPLICATIONS FILED PURSUANT TO THE NATURAL GAS ACT— 
NUMBER OF COPIES, DOCKET NO. R-161 


ORDER NO. 196 


ORDER AMENDING PARTS 152, 153, AND 157 OF REGULATIONS UNDER THE NATURAL 
GAS ACT 


(Issued April 18, 1957) 


The Commission has under consideration in this proceeding the amendment 
of sections 152.2, 153.2, 153.11, 157.6, 157.14 (c), 157.23, and 157.26 of the regu- 
lations under the Natural Gas Act, so as to reduce the number of copies required 
to be filed of applications for (1) certificates of public convenience and necessity 
under section 7 of the act, (2) authorizations to import or export natural gas 
under section 3 of the act, and (3) permits to maintain facilities at the borders 
of the United States under Executive Order No. 10485. 

Fifteen copies have heretofore been required but the experience of the Com 
mission indicates that the reduced number of copies hereinafter provided will 
be generally adequate for its processing.of the various types of applications 
submitted to it. 

It appears that the amendments hereinafter adopted are matters of procedure 
which do not require notice or hearing under section 4 (a) of the Administrative 
Procedure Act. 


The Commission finds: 

The amendments hereinafter adopted are necessary and appropriate to carry 
out the provisions of the Natural Gas Act. 

The Commission, acting pursuant to authority granted by sections 3, 7, and 16 
of the Natural Gas Act (52 Stat. 822, 830; 56 Stat. 83; 15 U. S. ©. 717b, 717f, 
7170) erders: 
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(A) The following sections or parts thereof of the regulations under the 
Natural Gas Act are amended to read as set out below: 

1, 152.2—Form of-application ; number of copies. An original and 7 conformed 
copies of an application under this part shall be furnished to the Commission 
and shall conform in all other respects with §§ 1.15 and 1.16 of the rules of 
practice and procedure. The Commission reserves the right to request additional 
copies. 

2. 153.2—Form and time o filing; number of copies. An original and 7 con- 
formed copies of an application under this part shall be furnished to the Com- 
mission and shall conform in all other respects with §§ 1.15 and-1.16 of the 
rules of practice and procedure. The Commission reserves the right to request 
additional copies. Such application shall be made at least 30 days in advance 
of the proposed exportation or importation, except where otherwise ordered by 
the Commission for good cause shown. 

8. In § 153.11 amend the caption and the first sentence to read : 

153.11 Contents of application; number of copies. An original and 9 con- 
formed copies of an application under this section shall be furnished to the 
Commission and shall conform in all other respects with §§ 1.15 and 1.16 of the 
rules of practice and procedure. The Commission reserves the right to request 
additional copies. Every application shall set forth in the order indicated, the 
following: * * * 

4. In § 157.6 amend the caption, delete the first word and insert after the 
caption to paragraph (a) the following: 

157.6—A pplications ; number of copies; general requirements. (a) Applicable 
rules. An original and 7 conformed copies of an application under this part 
shall be furnished to the Commission. The Commission reserves the right to 
request additional copies. In all other respects applications * * * 

5. In § 157.14 (c) amend the last sentence and add a new sentence thereafter 
as follows: § 157.14 (c) Additional information. * * * An original and 7 con- 
formed copies of such additional information shall be furnished to the Com- 
mission and shall conform in all other respects with §$§ 1.15, 1.16, and 1.17 of the 
rules of practice and procedure unless otherwise directed by the Secretary. The 
Commission reserves the right to request additional copies. 

6. In paragraphs (a) and (b) of § 157.23 change “14 copies” to “7 copies” and, 
in each paragraph, add a new sentence following the first sentence to read: 
“The Commission reserves the right to request additional copies.” 

7. 157.26—Form of filing. Except with respect to the number of copies 
required, an- application filed under § 157.23 sha!l be in compliance with § 1.15 
and §1.17 of the rules of practice and. procedure, and in addition the original 
of the application (which shall include the originals of all exhibits accompanying 
said application) shall be verified under oath by a person having knowledge of 
the matters therein set forth. 

(B) The amendments herein adopted shall become effective upon the issuance 
of this order. 


(C) The Secretary shall cause prompt publication of this order to be made 
in the Federal Register. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, OPERATOR* 
DOCKET NO. G-10761 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 19, 1957) 


Tennessee Gas Transmission Company, applicant, a Delaware corporation: 
whose address is Commerce Building, Houston, Texas, as operator, filed on 
July 16, 1956, an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, authorizing applicant to render 
service as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application which is on file with the Com- 
mission and open for public inspection. 

Applicant proposes to sell natural gas in interstate commerce for resale as- 
indicated below: 

(a) To Permian Basin Pipe Line Company (Permian) from the Ellen Weir 
Lease, Eumont Field, Lea County, New Mexico, pursuant to a 20-year gas sales 
contract dated January 3, 1955, between Permian and Tennessee Production 
Company (predecessor in interest to applicant), et al. 

(b) To Phillips Petroleum Company (Phillips) from the W. T. Ford Lease, 
Fuhrman Mascho Field, Andrews County, Texas, pursuant to a 20-year gas sales. 
contract dated February 17, 1956, between Phillips and applicant. 

(c) To Llano Grande Corporation (Liano) from the Gardner Lease, Levelland 
Field, Cochran County, Texas, pursuant to a contract dated August 1, 1955, 
between Llano and applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 9, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure 


The Commission finds: 


(1) Applicant is engaged in the transportation and sale of natural gas in inter- 
state commerce for resale for ultimate public consumption, subject to the juris- 
diction of the Commission, and, therefore, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 1, 1947, in docket No. G—808 (6 F. P. ©. 122). 

(2) The sale of natural gas hereinbefore described, as more fully described 
in the application, will be made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sale by applicant, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 


necessary therefor, is subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act. 


1J. Hiram Moore, Carper Drilling Company, John A. Barnett and Ernest A. Hanson are 
also signatory parties to the contract described in paragraph (a) above. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale of natural gas by applicant, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission necessary 
therefor, is required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the sale by applicant 
of natural gas in interstate commerce for resale, together with the con- 
struction and operation of any facilities, subject to the jurisdiction of the Com- 
mission, used for the sale of natural gas in interstate commerce, as hereinbefore 
described and as more fully described in the application and exhibits in this 
proceeding. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by applicant within 30 days 
from issuance of this order. 

(C) The certificate is not transferable and shall be effective only so long as 
applicant continues the acts or operations hereby authorized in accordance with 
the provisions of the Natural Gas Act, and the applicable rules, regulations and 
orders of the Commission. 

(D) The grant of the certificate herein shall not be construed as a waiver of 
the requirements of section 4 of the Natural Gas Act, or of section 154 of the 
Commission’s rules and regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against the 
applicant. Further, our action in this proceeding shall not foreclose nor prej- 
udice any further proceedings or objection relating to the operation of any price 
or related provision in the gas purchase contracts herein involved. 


Before Commissioners: Jerome K, Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-10893 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 19, 1957) 


Tennessee Gas Transmission Company (applicant), with its principal place 
of business in Houston, Texas, filed, on August 10, 1956, an application for a cer- 
tificate of public convenience and necessity, pursuant to section 7 (c) of the Nat- 
ural Gas Act, authorizing the applicant to sell natural gas as hereinafter 


described, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. 























FEDERAL POWER COMMISSION 549 


Applicant proposes to sell natural gas from the Benezette Field, Cameron and 
Elk Counties, Pennsylvania, to Manufacturers Light and Heat Company for 
transportation in interstate commerce for resale. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 9, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and, therefore, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 1, 1947 in docket No. G-808 (6 F. P. C. 122). 

(2) The sale of natural gas hereinbefore described, as more fully described 
in the application, will be made in interstate commerce, subject to the jurisdic- 
tion of the Commission, and such sale by applicant, together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Commis- 
sion necessary therefor, is subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale of natural gas by Applicant, together with the construction 
and operation of any facilities subject to the jurisdiction of the commission 
necessary therefor, is required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to section 
1.30 (c) (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the sale by applicant of 
natural gas in interstate commerce for resale, together with the construction 
and operation of any facilities, subject to the jurisdiction of the Commission, 
used for the sale of natural gas in interstate commerce, as hereinbefore described 
and as more fully described in the application and exhibits in this proceeding. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by applicant within 30 days 
from issuance of this order. 

(C) The certificate is not transferable and shall be effective only so long as 
applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of section 4 of the Natural Gas Act, or of section 154 of the 
Commission’s rules and regulations thereunder requiring the filing of rate 
schedule for the service herein authorized: and is without prejudice to any 
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findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the appli- 
eant. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceedings or objection relating to the operation of any price or 
related provision in the gas purchase contract herein involved. 


WILLIAM NEGLEY, D. B. A. PAISANO TRADING COMPANY, LTD., ET Al. 
DOCKET NO. G-8622; A. W. GREGG, DOCKET NO. G-—8993 


INITIAL DECISION UPON APPLICATIONS FOR INCREASES IN RATES 
(Issued January 15, 1957) * 
Syllabus 


1. Commission determines that the cost involved in Negley’s production clearly 
justifies its proposed rate increase. P. 557. 

2. Commission finds that the various methods of determining cost of service 
allowable to jurisdictional sales, as reflected in the evidence, taken together 
with the evidence as to field prices, support Gregg’s proposed rate increase, 
without determining the weight, if any, to be given these factors, or what 
would be an appropriate rate of return. P. 562. 


Clinton G. Brown, Jr., for William Negley, Burdette Graham and J. H. 
Kimmey. 

Robert FE. Morse, Jr., and Jack B. Head for A. W. Gregg. 

Henry C. Ikenberry, Jr., for Trunkline Gas Co. 

Leo E. Forquer for staff of the Federal Power Commission. 


NATURE OF THE PROCEEDINGS 


Ivins, Presiding Examiner: This is a consolidated proceeding involving rates 
for the sales of natural gas for resale in interstate commerce by independent 
producers. The lawfulness of these rates, increased by the provisions of con- 
tracts filed as rate schedules, is in issue, and the jurisdiction of this Commission 
over a portion of the sales made by one independent producer is challenged. 

William R. Negley, d/b/a Paisano Trading Compuny, Ltd., et al. (Negley) 
entered into a contract with Trunkline Gas Company (Trunkline) dated January 
12, 1955, superseding prior contracts between these parties for the sale and 
purchase of natural gas produced by Negley from certain leases in the Paisano 
and Captain Lucy Fields in Jim Wells County, Texas. The contract of January 
12, 1955, which has been designated as Negley’s F. P. C. Gas Rate Schedule No. 
3, increased the sales price of such gas from 6.3 cents per M. c. f. to 12 cents 
per M. c. f. plus three-fourths of any increase in Texas production taxes in 
excess of those in effect on May 28, 1952. By order issued March 22, 1955, in 
docket No. G-—8622, the Commission suspended this increase in rates until June 
3, 1955, pending hearing and decision herein. Thereafter, on motion of Negley, 
the Commission by order issued July 22, 1955 made effective as of June 10, 
1955, under bond and subject to refund any charges found not to be justified, 
Negley’s said rate schedule No. 3 and the rate of 12 cents per M. c. f. proposed 
therein. 

Negley’s F. P. C. Rate Schedule No. 3 dedicated to the performance of that 
contract the natural gas underlying the Goldapp and Muil leases. Subsequent 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued April 22, 1957, infra, p. 561. 





FEDERAL POWER COMMISSION 551 


to June 10, 1955, the date on which the increased rates became effective subject 
to refund, Negley assigned his interest in the. Muil lease which is presently 
held by one Burdette Graham and J. H. Kimmey. Such assignments to Graham 
and Kimmey were filed with the Commission and designated as Supplements 
Nos. 3 and 4, respectively, to Negley’s F. P. C. Gas Rate Schedule No. 3. Graham 
and Kimmey authorized Negley to file his rate schedule No. 3 on their behalf 
and their interests have been included under the bond tendered by Negley in 
docket No. G-8622. 

By contract dated November 2, 1951 A. W. Gregg (Gregg) dedicated to Trunk- 
line the gas reserves underlying certain acreage in the Lou Ella Field in Jim 
Wells, San Patricio and Live Oak Counties, Texas, for which Gregg would recetve 
6.7 cents per M. c. f. during 1954. This contract was designated as Gregg’s 
F. P. C. Gas Rate Schedule No. 1. By contract dated March 22, 1955 Gregg and 
Trunkline superseded the original contract and Gregg dedicated to sales under 
the new contract the reserves underlying approximately 4,000 additional acres 
situated adjacent to the acreage dedicated by the original contract. The sales 
price of all the gas under the superseding contract was fixed at 12 cents per 
M. c. f. plus three-fourths of any additional Texas taxes on such production 
greater than those in effect on March 1, 1952. The notice in change in rate 
and superseding contract were designated as supplement No. 1, and supplement 
No. 1 to supplement No. 1 of Gregg’s F. P. C. Gas Rate Schedule No. 1, respec- 
tively. By order issued June 3, 1955, in docket No. G—8993, the Commission 
suspended the increase in rates embodied in supplement No. 1 to supplement 
No. 1 to Gregg’s F. P. C. Gas Rate Schedule No. 1 until August 4, 1955, pending 
hearing and decision thereon. Thereafter, on motion of Gregg, the Commission 
by order issued on September 22, 1955 made effective as of August 10, 1955, under 
bond and subject to refund of any charges found not to be justified, the said 
supplement No. 1 to supplement No. 1 and the increased base rate of 12 cents 
per M. c. f. proposed therein. 

By order issued June 22, 1956, Trunkline was permitted to intervene in each 
of these dockets. 

By order issued March 29, 1956, the Commission consolidated these dockets for 
hearing. Pursuant to notice published in the Federal Register on June 1, 1956 
(21 F. R. 3731) and served upon all parties and other interested persons, this 
consolidated proceeding came on for hearing and was heard before this presid- 
ing examiner on June 18, 19 and 20 and October 22 and 23, 1956. All parties 
were represented at the hearing and were afforded full opportunity to be heard, 
to examine and cross-examine witnesses, to argue orally on the record and to 
file briefs. Briefs have subsequently been filed by all the parties except Trunk- 
line,’ and the proceeding has now reached the state where it is ripe for a 
decision by the presiding examiner. 


QUESTIONS PRESENTED 


1. Did the contract of March 22, 1955 (supplement No. 1 to supplement No. 1 
of Gregg’s F. P. C. Gas Rate Schedule No. 1) constitute in its entirety a change 
in rate under section 4 (d) of the Natural Gas Act so as to be properly suspendible 
(by the Commission) under section 4 (e) of that act? 

2. Does the record evidence establish that Negley’s proposed increased base 
rate of 12 cents per M. c. f. set forth in Negley’s F. P .C. Gas Rate Schedule 


1 The briefs which this examiner has received in other proceedings have usually not been 
too helpful. For this reason it seems proper to state that the brief prepared by Commission 
staff counsel in this proceeding has been of real assistance to the examiner in disposing 
of the questions presented. 
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No. 3 is just and reasonable within the meaning of section 4 of the Natural Gas 
Act? If not, what is the just and reasonable rate for sales of natural gas by 
Negley to Trunkline? 

8. Does the record establish that Gregg’s proposed increased base rate of 12 
cents per M. c. f. of gas as set forth in supplement No. 1 to supplement No. 1 
of Gregg’s F. P. C. Gas Rate Schedule No. 1 is just and reasonable within the 
meaning of section 4 of the Natural Gas Act? If not, what is a just and reason- 
able rate for sales of natural gas by Gregg to Trunkline? 


QUESTIONS INVOLVE METHODS RATHER THAN CREDIBILITY OF WITNESSES 


In proceedings where the record involves sharp conflicts in the testimony of 
witnesses testifying on behalf of the various parties it becomes necessary for the 
finder of the facts to resolve such conflicting testimony on the basis of the 
credibility of the respective witnesses and the weight to be given to their testi- 
mony. In doing so, it is necessary to consider, inter alia, demeanor and conduct 
of the witnesses who have testified, their means and opportunity for knowledge 
of the things about which they have testified, their candor or lack thereof, 
apparent fairness, bias or prejudice, their interest or lack thereof, and whether 
they have been contradicted or otherwise impeached. The present record, 
however, involves no real conflicts in the evidence. Instead, the issues arise 
principally in connection with the more appropriate and accurate method to be 
followed in calculating Negley and Gregg’s cost of service and allocations to 
gas operations. It is believed that this preliminary statement should add 
meaning and significance to the discussion of the record evidence which follows. 


DISCUSSION OF THE EVIDENCE 


In docket No. G-8622 (Negley) 


The evidence offered by Negley shows a total investment, per books as of 
April 30, 1956, in the Goldapp lease of $64,854.68, and total receipts, per books 
as of the same date, from the sales of natural gas and distillate, of $25,029.36; 
the sales of gas being computed at 12 cents per M. c. f. on and after June 10, 1955. 
Based upon the average production from January through March 1956, Negley 
calculated that the original investment and expenses will be recouped in 7% 
years after the sales began early in 1952, or approximately in 1960, if the 12-cent 
rate is allowed. A similar calculation, utilizing the sales price of 6.3 cents 
per M. c. f. in effect prior to June 10, 1955, indicated that the original investment 
and expenses will be paid off in 14 years, or approximately in 1966. 

The estimated recoverable gas reserves of Negley’s working interest in the 
Goldapp lease were shown to be 6,307,823 M. c. f. of gas and 18,921 barrels of 
distillate. However, the recovery of those amounts of gas and distillate will 
require the drilling of two additional wells and the installation of compression 
facilities at an estimated cost of approximately $55,000. 

Similar evidence offered in connection with the operation of the properties 
covered by the Muil lease shows a total investment, per books as of April 30, 
1956, of $222,102.02, and total receipts, per books as of the same date, from sales 
of natural gas and distillate, of $108,756.37. Negley calculates that the original 
investment in these wells and expenses will be recovered in approximately 8% 
years, or in 1961, if the 12-cent rate is allowed, or in 15 years (1967) if the 
6.3-cent rate is collected. 

The estimated gas reserves underlying the Muil lease showed estimated future 
recoverable reserves of 1,191,765 M. ec. f. This gas must be compressed for 
delivery to Trunkline’s gas lines. 
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The uncontradicted evidence establishes that the contract between Negley 
and Trunkline here involved is the result of “arm’s-length bargaining”. 

Gregg presented evidence as to preVailing field prices for the sales of gas by 
certain independent producers located in Texas Railroad Commission District 
No. 4, which was adopted by Negley. However, this evidence is duplicated by 
a staff exhibit which includes all of such contracts in a seven county area in 
Texas, and, for this reason, constitutes a more representative showing in this 
matter. 

The staff presented a cost of service exhibit covering both the Goldapp and 
Muil leases. This exhibit develops a rate base of $161,598 which includes the 
investment in facilities and plant, less reserves for depreciation and depletion. 
The return on this rate base was calculated at 9 percent, or $14,544, and was 
included in the cost of service. For the 12-month period ending June 30, 1956 
the cost of service was $87,427, including, in addition to return, operating 
expenses, exploration and development expense, production taxes, depletion and 
depreciation expense. One-third of general and administrative expenses were 
assigned to these leases while 1955 exploration and development costs were 
included. On the basis of the total sales to Trunkline of 680,626 M. c. f. during 
the 1-year period ending June 30, 1956, Negley’s average unit cost per M. c. f. 
is shown to be 12.845. 

Staff witness Goubleman sponsored a rate of return study indicating the cost 
of money as a factor in determining the reasonable rate of return for an inde- 
pendent producer. He testified that in his opinion the assumed rate of return 
of 9 percent utilized by other staff witnesses in the preparation of their exhibits 
would be a reasonable rate of return to allow each of the applicants in this 
proceeding. 


In docket No. G-8993 (Gregg) 


Gregg presented a cost of service study which developed a rate base of 
$387,573. This figure included gross investment less reserves for depletion, 
amortization and depreciation plus materials inventory. In allocating the por- 
tion of the rate base applicable to gas, the total recoverable reserves of gas 
and oil as of December 31, 1955, and shown in another exhibit, were converted 
to oil on a B. t. u. content basis of six M. c. f. of gas to one barrel of oil. This 
computation resulted in the allocation of 74.68 percent, or $299,444, to the rate 
base for gas production. Gregg’s operating expenses for the year 1955, including 
production costs, administrative and general expenses, depletion, amortization 
and depreciation expenses, were $179,966. This was allocated to gas production 
on the basis of the ratio of total production of oil and gas in 1955 to total 
production of gas in that year and resulted in an allocation of 34.75 percent, or 
$62,538, to production of gas. An illustrative rate of return of 6 percent 
applied to gas rate base resulted in a return of $17,366 and a total cost of service 
of $79,905. On the basis of Gregg’s total 1955 production of 444,021 M. ¢. f., 
the unit cost of gas per M. c. f. was shown to be 17.84 cents. 

Producers inthe area of Gregg’s leases are selling their oil production at 
prices ranging from $3 to $3.20 per barrel. However, the record shows that 
Gregg produces oil at approximately 90 cents per barrel. Gregg’s rate schedule 
for the sale of his production of natural gas provides a sale price of 12 cents 
per M. c. f., whereas he claims that the cost of producing this gas is 17.84 
cents per M. c. f. This does not include any expense for exploration and 
development. 

According to the testimony of a qualified petroleum engineer, the estimated 
reserves of gas and oil underlying the Gregg leases as of January 1, 1956 are 
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3,030,000 M. c. f. of gas and 171,200 barrels of oil. The allocation ratio for the 
rate base study presented by Gregg included these figures. 

Gregg’s general manager testified that the contract of March 22, 1955, which 
appears in this record as supplement No. 1 to supplement No. 1 to Gregg’s 
FPC Gas Rate Schedule No. 1, dedicated approximately 4,000 to 4,500 acres of 
additional lands to the performance of Gregg’s obligations under that contract. 
About 50 percent of the gas sold by Gregg in 1955 was produced from wells drilled 
on this additional acreage. This witness also testified as to the arm’s-length 
nature of the bargaining between Gregg and Trunkline. 

The validity of Gregg’s leases was involved in litigation in the Texas courts 
and, after two appeals to the Supreme Court of that State, the validity of the 
leases was established in June 1956. Legal expenses of $112,000 were incurred 
by Gregg in this litigation, and this entire amount was included in the staff’s 
proposed rate base. The taxing authorities would accept no property taxes 
during the 4 years of litigation and upon final decision in the case a payment 
was made in the amount of $50,623. $12,655 was properly allocable to 1955. 

Regulatory Commission expense in which the amount of $6,0000 was incurred 
by Gregg and one-third of such expense was included in operating expenses 
for 1955. 

The gross average investment under Gregg’s leases was $972,434, the total 
average reserves for amortization, depletion and depreciation was $558,680, 
resulting in a net plant figure of $413,754. Working capital in the form of 
materials inventory increased the rate base to $419,095. A return of 9 percent 
of this rate base amounts to $37,187. 

The record shows Gregg’s total cost of service to be $255,234. Tests con- 
ducted by the Texas Railroad Commission revealed that about 59.27 percent of 
the work performed by Gregg’s compressor station was attributable to the 
compression of gas for delivery to Trunkline. According to staff witnesses, 
about 30 percent of the expenditure would be required to conduct Gregg’s oil 
operations if no gas were involved. The remaining 70 percent of certain 
expenses were allocated by the staff in the following manner: 59.27 percent to 
cost of gas sales; and 40.73 percent, representing gas lift cost to oil production, 
resulting in a final allocation of 41.489 percent to gas sold under Gregg’s Rate 
Schedule No. 3. 

The staff allocated the expense items of depreciation on lease equipment, 
exploration and development, ad valorem taxes and return, on the ratio of 
revenue from gas to the total revenues from gas and oil, namely, annual realiza- 
tion ratio of 8.1473 percent to gas. The staff utilized the actual revenues 
received during the year 1955 in determining the revenues from gas. An average 
of 8.801 cents per M. c. f. resulted from a 6.5 sales price from January 1 until 
August 10, 1955 and a 12.25-cent rate for the balance of the period. On that 
basis, Gregg’s cost of production of each M. c. f. of gas is 11.15 cents. 

As indicated above, Gregg’s superseding contract of March 22, 1955 increased 
the acreage dedicated to the performance of the contract with Trunkline and 
provided a base price of 12 cents per M. c. f. for all gas sold under the super- 
seding contract. Gregg attempted to file the contract of March 22, 1955 as a 
pew and separate rate schedule No. 2 and as a change of rate made only with 
respect to the original dedicated acreage for which the sales price was in- 
creased. However, by letter of June 3, 1955, the Commission rejected the 
tender of the contract as a separate rate schedule and treated the contract 
in its entirety as a change in Gregg’s F. P. C. Gas Rate Schedule No. 1. Al- 
though Gregg did not appeal the rejection of its proposed F. P. C. Rate Schedule 
No. 2, both at the hearing and again in his brief he urged the impropriety of 
the Commission’s action. 
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It is conceded that the sales of natural gas by Negley and Gregg to Trunk- 
line and here under consideration are sales of natural gas in interstate com- 
merce for resale, and that Negley and Gregg are each a “natural-gas company” 
within the meaning of the Natural Gas Act and that each is an independent 
producer as defined in section 154.91 of the Commission’s regulations under 
the Natural Gas Act. Accordingly, Negley and Gregg are subject to the pro- 
visions of that act and the Commission’s regulations promulgated pursuant 
thereto. 

DISCUSSION 


Sections 4 (a), (c), (d) and (e) of the Natural Gas Act provide as follows: 

(a) All rates and charges made, demanded, or received by any natural-gas 
company for or in connecticn with the transportation or sale of natural gas 
subject to the jurisdiction of the Commission, and all rules and regulations 
affecting or pertaining to such rates or charges, shall be just and reasonable, 
and any such rate or charge that is not just and reasonable is hereby declared 
to be unlawful. 

(c) Under such rules and regulations as the Commission may prescribe, 
every natural-gas company shall file with the Commission, * * * schedules 
showing all rates and charges for any transportation or sale subject to the 
jurisdiction of the Commission, and the classifications, practices, and regula- 
tions affecting such rates and charges, together with all contracts which in 
any manner affect or relate to such rates, charges, classifications, and services. 

(d) Unless the Commission otherwise orders, no change shall be made by 
any natural-gas company in any such rate, charge, classification, or service, 
or in any rule, regulation, or contract relating thereto, except after thirty days’ 
notice to the Commission and to the public. 

(e) * * * At any hearing involving a rate or charge sought to be increased, 
the burden of proof to show that the increased rate or charge is just and 
reasonable shall be upon the natural-gas company. 

Pursuant to the authority contained in the Natural Gas Act, the Commission 
prescribed rules applicable to so-called “independent producers,” such as Negley 
and Gregg, requiring the filing of basic gas sales contracts and all supplements 
and agreements amendatory thereto as rate schedules (sections 154.92 and 
154.93, regulations under the Natural Gas Act). 

Section 154.94 of such regulations further provides in part: 

(a) No change shall be mgde in any rate, charge, or service in effect 
on and after June 7, 1954, for the interstate transportation or sale of 
natural gas in interstate commerce subject to the jurisdiction of the Com- 
mission by any independent producer required to file rate schedules pur- 
suant to section 154.92 hereof, without first filing a change in rates pur- 
suant to section 4 (d) of the Natural Gas Act and in accordance with this 
section. 

(c) The operation of any provision of the rate schedule providing for 
future or periodic changes in the rate, charge, classification, or service 
after June 7, 1954, or the effective date of any rate schedule for initial 
service after June 7, 1954, shall constitute a change in rate schedule. 

As indicated above, Negley and Gregg both sell natural gas to Trunkline in 
interstate commerce for resale, or as a “natural-gas company” under the pro- 
visions of the Natural Gas Act, and each is an independent producer as defined 
in section 154.91 of the regulations under the Natural Gas Act. Accordingly, 
each of them is subject to the provisions of the act and the Commission’s reg- 
ulations promulgated pursuant. thereto. 
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Gregg relies upon the decision of the Supreme Court in United Gas Company 
v. Mobile Gas Corporation, 350 U. S. 332. The basic issue in that case was the 
ability of one gas company to effect a change in the rate specified in such 
contract without the consent of the other party. In the instant case, the con- 
tract of March 22, 1955 represented the agreement of both_parties whereby the 
original contract was amended and superseded. This change in rate was 
validly made but was required under section 4 (d) of the act to be filed with 
the Commission as a notice of such change. Accordingly, the suspension power 
of the Commission under section 4 (e) could be utilized, as was done. These 
procedures precisely follow those outlined by the court in the Mobile Case, 350 
U. S. 332, 339, 341. It is thus obvious that nothing in the Mobile decision sup 
ports Gregg’s position in this proceeding. 

Gregg further asserts that the burden of proof to show that such increased 
rate is not just and reasonable is cast upon the Commission staff. This con- 
tention is likewise without merit. It was such a well established principle 
that it might well be termed “Hornbook” law that the burden of proof devolves 
upon the party which would be unsuccessful if no evidence were given (Jones 
on BDvidence, 3d edition, section 177), and this, in docket No. G-8993, would be 
Gregg. Furthermore, Section 4 (e) of the Natural Gas Act specifically provides 
that the “burden of proof to show that the increased rate or charge is just 
and reasonable is upon the natural-gas company.” 

It is abundantly clear from the language employed in section 4 (e) of the 
act that in the imposition of this burden upon the rate proponent Congress 
intended to require him to justify by competent evidence any rate increase sought. 
Otherwise, he would be forced to continue to sell his gas at the existing author- 
ized rate. He has complete control of the character and quantum of the evi- 
dence which he presents for the purpose of discharging his burden. However, 
this right of choice carries with it a penalty, a penalty of having his proposed 
rate disallowed if it is not shown to be “just and reasonable.” Section 4 (e), 
however, imposes no duty upon any other party to the proceeding to present 
any evidence on the question of the justness and reasonableness of the proposed 
rate. 

Negley and Gregg both presented evidence to establish that their gas sales 
contracts, on which these rate increases are based, were the result of arm’s- 
length bargaining. The fact that the contracts in question resulted from arm’s- 
length bargaining standing alone is not adequate to sustain the burden of 
proving their rates to be just and reasonable under section 4 (e) of the act 
as the Commission held In The Matter of Cities Service Gas Company, docket 
No. G—2569, et al., January 13, 1956, and In The Matter of Davidor & Davidor, 
docket No. G—8550, March 22, 1956. As the Commission held in opinion No. 
300, In The Matters of Union Oil Company of California, et al., docket Nos. 
G-4331, et al., arm’s-length bargaining is not per se proof of the reasonableness 
of a rate. 

To justify a finding that the applicants have sustained the burden of proof 
which devolves upon them under the act, the record evidence must adequately 
support the proposed increased rates of the applicants as being “just and 
reasonable” within the meaning of the act. As the Commission stated in opinion 
No. 300, supra, such evidence to be adequate must be “affirmative, concrete and 
persuasive.” It consequently follows that the evidence presented by the appli- 
cants in this case must be weighed and considered upon that basis. 

On the basis of the calculations contained in exhibit No. 5 it appears that 
7% years will be required for Negley to recoup his investment and expenses 
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based on the 12-cent rate now in effect subject to refund. The cost of service 
covering sales from both of Negley’s leases which are found in exhibit 16 
indicates a unit cost of production of 12.845 cents per M. c. f. of gas. 

The staff presented exhibit No. 13, which consists of a summary of all gas 
rate schedules filed with the Commission by independent producers for service 
in the seven counties of Texas Railroad District No. 4. A weighted average 
price for 1955 as shown from this exhibit is 9.99 cents per M. c. f. However, 
this average price is lessened by the fact that 12 casing-head contracts are 
included in the exhibit, and these contracts provide for relatively low prices. 
57.4 percent of the rate schedules shown on the exhibit for the seven counties 
in the area in which Negley and Gregg sales are made have lower prices than 
12 cents per M.c.f. The remaining 42.6 percent of the contracts shown provide 
for rates of 12 cents to 12.99 cents per M. c. f. 

From a consideration of all the record evidence it appears that the cost 
involved in Negley’s production clearly justifies the rate of 12 cents per M. ec. f. 
included in Negley’s F. P. C. Gas Rate Schedule No. 3. 

As to Gregg’s proposed rate of 12.25 cents, the record evidence requires a 
different conclusion. With the revenue from Gregg’s oil production of $3.168 
per barrel in 1955, and a proposed rate for gas of 12 cents per M. c. f., Gregg’s 
eosts are indicated to be less than 90 cents per barrel for oil in that year and 
17.82 cents per M. c. f. for gas. Clearly, allocation of costs between gas and 
oil on the arbitrary basis of 6 M. c. f. of gas to 1 barrel of oil, as is contem- 
plated by Gregg’s evidence, is both unrealistic and unreasonable. The staff 
in exhibit No. 15 allocated all major direct production expenses to gas on the 
basis of actual use of compressors in the delivery to Trunkline. In exhibit 
20 the staff allocated depreciation of lease and intangible costs on the basis of 
a study made by staff technicians. Depreciation of lease equipment, explora- 
tion and development cost, ad valorem taxes and return were allocated on the 
annual realization method. Based on Gregg’s cost of production during 1955 
the unit cost is shown to be 11.15 cents per M. c. f. 

Under this method, joint costs to oil and gas operations are allocated on the 
ratio of revenues received from gas and oil production during the test year. 
As indicated, this method (known as the annual realization method) produces 
more accurate and appropriate allocation of costs during the test year because, 
as a general rule with properties that produce gas in association with oil, 
gas production tends to increase from year to year while oil production de- 
creases. Therefore, in determining cost of producing gas, an allocation of costs 
based on actual production of oil and gas during the test year is more appropriate 
and reasonable. 

In City of Detroit v. Federal Power Commission, 230 F (2d) 810, cert. den. 
352 U. S. 829, the United States District Court of Appeals for the District of 
Columbia Circuit stated: 


If the Commission contemplates increasing rates for the purpose of en- 
couraging exploration and development, * * * it must see to it that the in- 
crease is in fact needed, and is no more than is needed, for the purpose. 


Gregg has not offered any evidence in this record to indicate a need for rate 
in excess of that which would result from a conventional rate base method, nor 
has he offered any evidence as to what portion of the rate is required to encourage 
exploration and development. In any event, as we have seen, consideration of 
field price in the area of Gregg’s natural gas production would not change the 
result since they are in line with Gregg’s cost of production of gas. In City of 
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Detroit v. Federal Power Commission, supra, at page 8138, the court further 
stated : 


* * * rates are considered ‘just and reasonable’ if they will return to the 
company a certain percentage of profit on its rate base. The rate base is a 
figure representing the money prudently invested in the properties and equip- 
ment utilized in the company’s transmission and production business. The 
percentage of profit prescribed by the Commission depends upon a variety of 
factors, such as the risks of the business, the necessity for attracting capital, 
and the desirability of lower cost of gas to the public. In order to return 
a profit on the rate base the rates are set high enough to recover all costs 
of service, including taxes, depreciation, depletion, and all operating ex- 
penses chargeable to production and transmission. 


The rate base and rate of return of 9 percent by the staff in its computation meets 
the test established by the court in the City of Detroit Case and referred to 
above. 

The staff prepared a cost of service and allocation for the year 1955 for Gregg 
which includes, in addition to facts ascertained through the staff’s field investi- 
gation, matters developed in the record of the hearing. This is filed with the 
staff’s brief as Appendix C thereof. Such cost of service and allocation (to gas 
production) appears to be manifestly suitable and appropriate and is, accordingly, 
adopted by the examiner and is immediately hereinafter set forth. 

In conclusion, a brief reference to Trunkline’s participation in this proceeding 
seems appropriate. While it appears from the evidence that Trunkline was 
anxious to secure production from the additional acreage of approximately 4,000 
to 4,500 acres of additional land which were dedicated under the contract entered 
into with Gregg on March 22, 1955, it is difficult to rationalize Trunkline’s accept- 
ance of a proposal doubling the price of the Negley and Gregg gas. While the 
record indicates that both the Negley and Gregg contracts were the result of 
arm’s-length bargaining, it seems probable that Trunkline might not have been 
so ready to acquiesce in the new contracts involving the increased cost of gas 
except for the fact that the added costs would not fall upon Trunkline but actually 
upon the pipeline customers. In this connection it will be noted that, although 
Trunkline was permitted to intervene in the proceeding and appeared by counsel, 
that intervener offered no evidence respecting its need for additional supplies of 
gas or its efforts to secure such a supply, and did not even file a brief? 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of counsel, as 
well as upon the foregoing portions of this decision, it is found and concluded 
that: 


(1) William Negley, d/b/a Paisano Trading Company, Ltd., et al., Docket No. 
G-8622, is an “independent producer” as defined in the Commission’s regulations, 
and is a natural-gas company, as defined in the Natural Gas Act. 


2 At the time of the appearance, counsel for Trunkline stated : 

It is the position of Trunkline Gas Company that these contracts were renegotiated 
at arm’s-length over considerable period of time, that there is no affiliation or relation- 
ship of any kind between the two applicants and Trunkline Gas Company, and that 
Trunkline received in return for the increased prices involved in these dockets addi- 
tional benefits which they did not have under the prior contracts that justify com- 
pletely the rates involved here. 

It is the position of Trunkline Gas Company that the rates involved here are just 
and reasonable, as that term is used in the Natural Gas Act, and Trunkline has inter- 
vened in support of the applicants. 
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(2) A. W. Gregg, docket No. G-8993, is an “independent producer” as defined 
in the Commission’s regulations, and is a natural-gas company, as defined in the 
Natural Gas Act. 

(3) Supplement No. 1 to supplement No. 1 to A. W. Gregg’s F. P. C. Gas Rate 
Schedule constitutes a change in rate subject to suspension under the provisions 
of section 4 (e) of the Natural Gas Act. 

(4) The increased rate contained in Negley’s F. P. C. Gas Rate Schedule No. 
3 is just and reasonable and is not otherwise unlawful and should be permitted 
to become effective on June 10, 1955, and the bond given pursuant to the order 
issued July 22, 1955 in docket No. G—8622 permitting the collection of such in- 
creased rate from June 10, 1955 subject to refund, should be discharged. 

(5) The increased rate of 12 cents per M. c. f. of natural gas proposed by A. W. 
Gregg in supplement No. 1 to supplement No. 1 to Gregg’s F. P. C. Gas Rate 
Schedule is unjust and unlawful, the just and reasonable rate being 11.15 cents 
per M. c. f., and Gregg should be required to refund the portion of the rate found 
not justified, as required by the Commission in its order issued September 22, 
1955, permitting the increased rate to go into effect as of August 10, 1955, subject 
to refund. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s rules of practice and pro- 
cedure, that: 

(A) The order issued by the Commission on March 22, 1955, in docket No. G- 
8622, is hereby vacated, the increased rate of 12 cents per M. c. f. of natural gas 
proposed by William Negley in his F. P. C. Gas Rate Schedule No. 3 is made 
effective as of June 10, 1955, and the bond given pursuant to the order issued by 
the Commission on July 22, 1955, in docket No. G-8622, is vacated and the sureties 
thereon are discharged. 

(B) The increased rate of 12 cents per M. c. f. of natural gas proposed by 
A. W. Gregg in Supplement No. 1 to Supplement No. 1 to Gregg’s F. P. C. Gas 
Rate Schedule No. 1 is hereby disallowed. 

(C) The just and reasonable rate for sales of natural gas by A. W. Gregg 
under supplement No. 1 to supplement No. 1 of his F. P. C. Gas Rate Schedule 
No. 1 is 11.15 cents per M. c. f. and such rate shall be effective as of August 10, 
1955, the date such rate was permitted to become effective subject to refund, 
under Commission order issued September 22, 1955 in docket No. G—8993. 

(D) A. W. Gregg shall within 30 days from the effective date of this order 
refund, to Trunkline Gas Company in docket No. G—8993, with interest at 6 per- 
cent from the respective dates of payment to A. W. Gregg by Trunkline, the 
difference between the amounts which would have been collected by A. W. 
Gregg under the rates found herein to be just and reasonable in (C) above and 
the amounts actually received. A. W. Gregg shall bear all costs of such re- 
funding. 

(E) Within 45 days from the effective date of this order A. W. Gregg shall 
report to the Commission the amount of the refund made to Trunkline pursuant 
to (D) above. 

(F) Gregg shall file within 45 days from the effective date of this order a 
new schedule of rates and charges for and in connection with the sale of natural 
gas in interstate commerce for resale to Trunkline to reflect the reduction or- 
dered in paragraph (C) above, which new schedule of rates and charges is to 
be effective as of August 10, 1955. 

RIcHARD N. Ivins, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FEDERAL POWER COMMISSION 





ORDER APPROVING BATE INCREASE 
(Issued April 22, 1957) 


This matter concerns the reasonableness of proposed increased rates filed by 
the independent producers, William Negley, doing business as Paisano Trading 
Company, Ltd., et al., and A. W. Gregg, for their sales of natural gas from cer- 
tain producing fields in Texas to Trunkline Gas Company, which was permitted 
to intervene in these proceedings. The increased rates were originally sus- 
pended by the Commission under section 4 of the Natural Gas Act, hearings 
were held, and the presiding examiner’s decision was issued on January 15, 
1957. In his decision the presiding examiner found that Negley’s proposed 
increased rate was just and reasonable, but found that Gregg’s proposed rate 
was approximately one cent per M. c. f. in excess of a reasonable rate. No 
exceptions were filed with respect to the presiding examiner’s decision on Neg- 
ley and under the rules of this Commission the decision has become final as to 
him. However, we observe that the presiding examiner’s decision is supported 
by substantial evidence and that a cost-of-service study made by the staff 
would support a higher rate per M. c. f. (12.845 cents) for the gas than that 
asked by Negley (12 cents) in this proceeding. 

Exceptions were filed by Gregg with respect to his own increase and by Trunk- 
line with respect to certain language in the presiding examiner’s decision re- 
lating to Trunkline’s position in the proceedings. Upon the basis of the record 
we are of the opinion that Gregg’s proposed increase results in just and rea- 
sonable rates in accordance with section 4 (a) of the act. 

We find that on March 22, 1955, Gregg entered into a new contract with 
Trunkline which would raise his rate from 6.7 cents per M. c. f. to 12 cents 
per M. ec. f., plus an adjustment for increases in state taxes, making the total 
approximately 12.25 cents and which would dedicate additional and adjacent 
gas reserves for the purposes of the sale. On May 4, 1955, Gregg tendered 
for filing a notice of change of rate and the March 22, 1955, agreement insofar 
as it applied to the previously dedicated acreage. The notice of change and 
the contract were designated in the Commission’s files as supplement No. 1 
and supplement No. 1 to supplement No. 1 to Gregg’s F. P. C. Gas Rate 
Schedule No. 1, respectively. By order issued June 3, 1955, the Commission 
suspended the increased rates until August 4, 1955, and by order issued Sep- 
tember 22, 1955, allowed the increased rate to go into effect under bond as of 
August 10, 1955. On May 9, 1955, Gregg tendered for filing the same contract 
of March 22, 1955, as an initial rate filing in connection with an application for 
a certificate of public convenience and necessity for the sale of gas from the 
additionally dedicated acres of land, but this tender was rejected by the 
Commission on June 3, 1955. A certificate was issued for the sale of the gas 
from the additional land by order issued October 14, 1955, in docket No. G—8877. 

Before discussing the merits of Gregg’s filing, we may note that Gregg has 
objected to the rejection of his May 9, 1955 filing relating to the additional 
acres and to the suspension of his rate insofar as it applies to gas from such 
additional acres. He contends that this filing related to a new and distinct 
service, and that the Commission by rejecting it was purporting to “make” 
a rate without a hearing. The presiding examiner found that the new con- 
tract of March 22, 1955, constituted a change in Gregg’s rate to Trunkline 
and that the addition of gas reserves dedicated under its provisions did not 
constitute a new service, but merely a change in the existing service. In view 
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of our holding on the merits as to the reasonableness of the rate applied for, 
we find it unnecessary to consider this issue. 

On the merits we find that the proposed rate is supported by the evidence 
presented at the hearing. In the first place Gregg and the staff introduced 
cost-of-service studies which substantially support the proposed rate increase. 
Gregg’s study allocated costs between oil and gas production on a thermal 
basis and arrived at a unit cost of 17.84 cents per M. c.f. The staff employed 
the “annual realization” method in allocating certain costs between oil and gas 
production for the test year 1955. In doing so it utilized the actual revenues 
received during the year in determining the revenues from gas.* On this basis, 
the staff determined that Gregg’s cost of production was 11.16 cents’ per 
M. c.f. The examiner adopted the staff’s method of cost allocation and allowed 
this rate of 11.16 cents per M. c. f. 

Under the “reserve realization” method of allocating certain costs and using 
the same average price of 8.801 cents per M, c. f. in effect during the test year, 
the indicated cost is 13.05 cents per M. c. f. If we employ the proposed 12.25- 
cent rate for the purpose of computing revenues as a basis of allocation, the 
eost would be 12.25 cents per M. ec. f. by the “annual realization” method and 
14.67 cents per M. c. f. by the “reserve realization” method.’ 

Gregg presented field-price data as to prevailing field prices in Texas Rail- 
road Commission District No. 4, the area in which his sales are made. The 
staff also presented a study which consists of a summary of all gas rate sched- 
ules filed with the Commission by independent producers in seven counties in 
this same district. Gregg did not offer evidence to indicate a need for a rate 
in excess of that which would result from application of the conventional rate 
base method. 

It is not necessary or desirable for us to determine here precisely what factors 
might be controlling in a proceeding involving the rates of independent pro- 
ducers. It is enough that the various methods of determining cost of service 
allowable to jurisdictional sales, as reflected in the evidence, taken together 
with the evidence as to field prices support Gregg’s proposed rate increase 
without determining the weight, if any, to be given to these factors, or what 
would be an appropriate rate of return. We conclude, therefore, that, upon this 
record, the proposed rate of 12.25 cents per M. c. f. has not been shown to be 
unlawful, but rather that it is just and reasonable. 

We are disposed to grant Trunkline’s exceptions to certain language in the 
presiding examiner’s decision relating to the part taken by Trunkline in these 
proceedings, noting that Trunkline, as an intervener, did not oppose but sup- 
ported the proposed rate increases. 


The Commission further finds: 


(1) A. W. Gregg is an “independent producer” as defined in the Commis- 
sion’s regulations, under the Natural Gas Act, and is a natural-gas company, 
as defined in the act. 

(2) The increased rate contained in supplement No. 1 and supplement No. 1 
to supplement No. 1 to Gregg’s F. P. C. Gas Rate Schedule No. 1 is just and 
reasonable and is not otherwise unlawful, and no refund is due or payable 


under the bond filed by applicants pursuant to our order issued on September 
22, 1955. 


2 An average of 8.801 cents per M. c. f. resulted from the application of the old 6.5-cent 
sales price and the new 12.25-cent price put in effect during the year. 

2Corrected here from 11.15 cents per M. c. f. in accordance with Gregg’s exceptions. 

* These figures represent a revision of those contained in exhibit 18 introduced by Gregg. 
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(3) Such exceptions, specifications of error and contentions contained in 
the exceptions filed by Gregg and Trunkline as are not specifically disposed 
of in the foregoing are without substantial support in evidence or reasonable 
basis in law or are immaterial to the correct decision of this case and should 
be denied. 


The Commission orders: 


(A) The rate contained in supplement No. 1 and supplement No. 1 to sup- 
plement No. 1 to Gregg’s F. P. C. Gas Rate Schedule No. 1, which rate became 
effective August 10, 1955, is hereby permitted to continue in effect, and Gregg, 
as principal, and Fidelity and Deposit Company of Maryland, as surety, are 
hereby discharged from further liability under the bond executed October 
6, 1955, pursuant to our order issued September 22, 1955. 

(B) The descriptions of the rate filings, procedural steps, and evidence with 
respect to Gregg in the initial decision of the presiding examiner issued Jan- 
uary 15, 1957, are hereby adopted as part of this order. 

(C) Exceptions filed by Gregg and Trunkline insofar as not granted by this 
order are hereby denied. 


CONTINENTAL OIL COMPANY, DOCKET NO. G~—11024 
THE ATLANTIC REFINING COMPANY, DOCKET NO. G—11034 
CITIES SERVICE PRODUCTION COMPANY, DOCKET NO. G-—11046 
TIDEWATER OIL COMPANY, DOCKET NO. G-—11049 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 29, 1957) * 
Syllabus 


Commission issues temporary certificates of public convenience and necessity 
to CATCO and Tennessee Gas, but remands the case to the examiner to 
determine what rate should be allowed if permanent certificates are to be 
granted to the companies upon final disposition of the applications. P. 577. 


Roland B, Voight for Continental Oil Co. 

Bernard A. Foster, Jr., and Edward J. Kremer, Jr., for The Atlantic Refining 
Co. 

Gene M. Woodfin and Robert O. Koch for Tidewater Oil Co. 

Bernard A. Foster, Jr., and Cecil C. Cammack for Cities Service Production 
Co. 

John Paul Geneau and Robert L. Russell for staff of the Federal Power 
Commission. 


Simpson, Presiding Examiner: The proceeding arises under the certificate pro- 
visions of Section 7 (c) of the Natural Gas Act (Act). 

By separate applications filed in each of the dockets appearing in the caption, 
above, September 5, 1956, September 7, 1956, September 10, 1956 (latter two 
dockets), respectively; Continental Oil Company (Continental), The Atlantic 
Refining Company (Atlantic), Cities Service Production Company (Cities), and 
Tidewater Oil Company (Tidewater) applied for statutory authorization to sell 
natural gas from leases in the West Cameron, East Cameron and Vermilion areas, 


*Initial decision became the final decision and order of the Commission by order of 
the Commission issued April 22, 1957, infra, p. 574. 
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in the Gulf of Mexico, offshore the coast of Cameron and Vermilion parishes, 
Louisiana, to Tennessee Gas Transmission Company (Tennessee) pursuant to 
separate contracts between each one of them and Tennessee, dated, respectively, 
August 17, 1956 (Continental-Tennessee contract), August 10, 1956 (Atlantic- 
Tennessee contract), August 14, 1956 (Cities-Tennessee contract, and Tidewater- 
Tennessee contract). 

On October 3, 1956, the Secretary duly issued a “Notice of Applications” per- 
taining to the above filings, which directed that these related matters should 
be heard on a consolidated record, and on February 8, 1957, issued a “Notice of 
Hearing.” Pursuant to these notices and upon appropriate publication and serv- 
ice thereof the hearing thus provided was duly held, commencing February 28, 
1957, and concluding the following day, concerning the matters involved and the 
issues presented by these applications. 

By order issued February 27, 1957, the Commission permitted intervention by 
the petitioners Tennessee Gas Transmission Company (Tennessee), The Brooklyn 
Union Gas Company (Brooklyn), Long Island Lighting Company (Long Island), 
Public Service Electric and Gas Company (Public Service), Lake Shore Pipe 
Line Company (Lake Shore), and permitted late filing by the New York Public 
Service Commission (New York) of the latter’s notice of intervention received 
by the Commission October 22, 1956. All of the interveners actively participated 
in the proceedings, some throughout the hearing, until the conclusion thereof 
on the second day. Initial and reply briefs have been filed by or on behalf of 
all participants, including applicants, interveners, and the Commission’s staff.* 

By order issued March 8, 1957, the Commission denied a motion made by appli- 
eants at the conclusion of the hearing on March 1, 1957, to omit the intermediate 
decision procedure. 

THE ISSUES 


The basic issues are those presented in certificate proceedings had under section 
7 (c) and (e) of the act, to-wit: 

(a) Is the applicant, each of them, duly qualified and able and willing properly 
to do the acts and to perform the service proposed and to conform to the pro- 
visions of the act and the requirements, rules, and regulations of the Commission 
thereunder ; 

(b) Is, or will, the proposed service, sale, or operation required, or be re- 
quired, by the present or future public convenience and necessity. 


CONTENTIONS 
Applicants 


The applicants contend to the effect: that the record shows that based upon 
sizable reserves as well as potentials, applicants are able to perform the service 
proposed; that applicants’ willingness to perform is established by the con- 
summation of the contracts of sale with Tennessee, by the prosecution of the 
several applications, and by the evidence of record; and that the present and 
future public convenience and necessity require issuance of the certificates in 
order that the subject reserves may be used to supply the expansion and de- 
mands of Tennessee’s markets; that the initial price to be charged under the 


1The applicants Atlantic and Cities filed a joint initial memorandum brief, as did the 
applicants Continental and Tidewater. Counsel for the Public Service Commission com- 
plains in his initial brief of “the inadequate time set by the examiner for the filing of 
initial briefs.” As this counsel was one of those who did not attend the concluding por- 
tion of the hearing on the second day, and no one spoke for him, the presiding examiner 
was unadvised as to any further situations concerning him which might have been entitled 
to consideration in connection with the determination of the time for filing briefs. 
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contracts will not exert a disruptive effect on other contracts, will not trigger 
other Tennessee contracts, and will not precipitate the filing by Tennessee for 
an increase in its rates.* Applicants aver that if they are unable to secure 
certificates within the time as shown by the record to be required, they will 
have no alternative but to market the gas elsewhere or face the loss of their 
properties ; and that conditioning applicants’ certificates upon the final granting 
of a certificate to Tennessee to construct facilities to transport the gas to shore, 
as proposed by Tennessee in docket No. G—11,107 can serve no useful purpose 
and would in effect be the same as refusing applicants their certificates. 

As to a condition proposed by staff counsel dealing with the transportation of 
liquefiable hydrocarbons by Tennessee for applicants from offshore platforms to 
points on shore, the latter (Continental and Tidewater) contend that this is a 
matter that can properly be considered in future rate cases involving the price to 
be charged by applicants under the contracts and that if it should appear at any 
time that the transportation arrangement imposes any burden upon Tennessee's 
consumers proper adjustments may then be made after a complete review of all 
rate factors. 


Interveners 


Tennessee Gas Transmission Company. This intervener supports the applica- 
tions for certificates and contends, in substance: that the gas reserves involved 
are well located in relation to Tennessee’s system, affords the latter an entry 
into offshore areas of large gas reserves, places Tennessee in a favorable posi- 
tion to acquire large reserves to be developed in the future, and enables the 
latter to continue to meet the expanding demands of its markets; that the 
volumes of gas specified in the contracts can be delivered to Tennessee; that 
the gas to be delivered will be of high quality; that the construction by Ten- 
nessee of the facilities required to bring the gas from applicants offshore plat- 
forms to the Tennessee’s main line at Kinder, Louisiana, is feasible; that under 
valid assumptions the effect of the instant contracts on Tennessee’s 1958 
weighted average cost of gas is an increase of but 0.97 cents per M. c. f.; that 
under the authority of alleged holdings of the Commission in previous cases 
the justness and reasonableness of prices to be paid under gas purchase con- 
tracts should not be inquired into in producer certificate cases; and that the 
proposed sales of the applicants, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
for, are required by the public convenience and necessity, and certificates there- 
for should here issue. Tennessee avers that the price provisions in the con- 
tracts involved here do not trigger any of Tennessee’s existing favored nation 
or renegotiation clauses contained in its other gas purchase contracts, nor, as 
far as the evidence discloses, any such clauses contained in the contracts of any 
other company. 

Other Interveners. In general the intervention of the intervener customers 
of Tennessee rests basically upon an asserted interest in the effect the prices 
to be paid by Tennessee for the gas proposed to be purchased herein, and the 


#In contending that the determination of a just and reasonable rate is left under the 
act to section 4 and section 5 proceedings and is not to be determined thereunder in a 
section 7 proceeding, the applicants Continental and Tidewater point out that there is now 
pending under the Commission order of January 27, 1956 a section 5 (a) proceeding against 
Atlantic and Tidewater (G-—9283 and G—9284) and the applicant Continental, et al: 
(G—9279), with respect both to rates in effect and those proposed to be made, and further 
contend that the same are entitled to have their rates tested in such pending proceedings 
with all of the procedural safeguards which are attendant thereen, and that it would be 
contrary to the public interest to turn these certificate proceedings into rate proceedings. 


506455—59——_38 
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terms and conditions of the contract pertaining thereto, will have on the price 
charged by Tennessee for gas sold by it to interveners.’ Considered as a group 
the contentions of these interveners are to the effect: that applicants have failed 
to justify the proposed price of gas to Tennessee; that once the Commission 
certificates these applicants and Tennessee begins taking gas from the reserves 
interveners will be powerless to attack the price for such gas in any future 
rate proceeding; that the evidence presented does not show what the effect of 
the purchase of gas under these four contracts will be on Tennessee’s overall 
cost of gas delivered in its main system ashore or on Tennessee’s rates to 
customers; that applicants offered no evidence to justify the proposed initial 
price, allegedly the highest yet known in the Southwestern United States; that 
the applicants have thus failed to meet the statutory requirements for the 
issuance of certificates under section 7 (c) of the act;* and that, accordingly, 
the Commission cannot properly reach a determination that the proposed serv- 
ice is in the public interest and required by the public convenience and neces- 
sity. Interveners aver that the shelf-land covered by the leases is within the 
offshore area in dispute between the Federal Government and the State of 
Louisiana and depending in part upon the resolution of that controversy the 
leases might be bound to be within an established pricing area and would thus 
eventually trigger the favored nations clauses of some 20 of Tennessee’s existing 
contracts in the southwestern Louisiana pricing area. Interveners also contend 
as the evidence indicates that an extension of Tennessee’s existing pipeline 
is required (G—11,107), to take deliveries of gas under applicants contracts 
herein, the equities involved require that any certificates issued should be con- 
ditioned upon the granting of a certificate to Tennessee for the said extension 
(M. Br., p. 28, Brooklyn Union and Long Island; M. Br., p. 11, Public Service) ; 
and that the present or future public convenience and necessity also require 
the Commission to attach a rate condition to such certificates of such nature 
as to prevent the establishment of a new peak price of gas in the area and thus 
discourage the “leap-frogging” (price-wise) which will inevitably follow these 
transactions unless the Commission takes such action. (M. Br., Public Service, 
p. 20), one requesting that the condition provide a rate not to exceed the rates 
which Tennessee is presently paying for natural gas produced by applicants 
in the so-called West Delta, Louisiana, offshore area (M. Br., p. 14, Lake Shore). 

The brief of the New York Public Service Commission as to the merits follows 
substantially the contentions of the immediately preceding interveners. This 
brief also contains additional and otherwise surprising matter in the nature of 
allegations essentially misstating the manner in which the hearing was con- 
ducted, with respect to which the appropriate reply of counsel for the applicants 
Continental and Tidewater (R. Br., p. 20) and Atlantic and Cities (R. Br., pp. 
2-3) and the intervener Tennessee (R. Br., p. 2, n. 2) constitute sufficient answers 
and a basis for giving no further consideration thereto in this decision. 

































Staff Counsel 





Staff counsel submits that applicants are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 





* Brooklyn and Long Island state that neither is seeking additional quantities of firm 
gas from Tennessee in the latter’s pending certificate proceeding (G—11,107) relating to 
market expansion and the use of the additional supplies of natural gas here involved. 
*The intervener Lake Shore states that there is no question, insofar as it is concerned, 
as to the ability and willingness of the applicants to perform (M. Br., p. 3). Brooklyn 
and Long Island emphasize the rate aspects. The intervener Public Service directly raises 


the issue of “able and willing properly to do the acts and to perform the service proposed” 
(M. Br., pp. 9-10). 
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the act and the requirements, rules and regulations of the Commission there- 
under; and that the proposed sale of natural gas by applicants to Tennessee is 
or will be required by the present or future public convenience and necessity ; 
and recommends, substantially, that applicants be issued their certificates of 
public convenience and necessity. 

Staff counsel contends that no question or issue of rates is involved in this 
proceeding, on the ground that at such time as Tennessee proposes an increase 
in rates or it can be shown that applicants’ rates have a consequential and mate- 
rial effect upon the rate of Tennessee, the question of the justness and reasonable- 
ness of applicants’ rates may be investigated and passed upon in a proper pro- 
ceeding. Counsel further contends, in effect, that the question of any need for 
remuneration to Tennessee for the transportation by it of liquid hydrocarbons 
for applicants from offshore to shore locations, should be held in abeyance until 
such time as Tennessee proposes to actually transport, but proposes that an order 
issuing the certificates contain an appropriate reservation in the premises. 


DISCUSSION 
Jurisdiction 


Jach applicant concedes, in substance, that on information and belief, all or 
a portion of the gas to be sold by the respective applicant will be transported 
by Tennessee in interstate commerce for resale, for ultimate public consumption, 
and such is effectually disclosed in the evidence. 

Contentions by the applicants that they are not subject to the Commission’s 
jurisdiction are answered in the Commission’s Opinion No. 284, in Matters of 
Deep South Oil Company of Texas, et al (G—2952, etc.) and opinion No. 285 
in Matters of Dixie Pipe Line Company, et al. (G—2401, ete.) which require the 
finding and conclusion in this proceeding that the sales of natural gas proposed 
by applicants will be sales in interstate commerce for resale within the juris- 
diction of the Commission, and that applicant will thereby be a “natural-gas 
company” within the meaning of the act. 
The Merits 
Continental is a major oil and gas company with substantial assets. The 
other three companies also are substantial operators in oil and gas. It satis- 
factorily appears that none of these companies-own any interest in any one of 
the other and there is no affiliation between them. 

In the event satisfactory certificates are issued within the time provided in 
the contracts, which are the subject of this proceeding, Continental will be 
ready, willing and able to perform its obligations under its contract with Ten- 
nessee and the other three applicants are likewise ready, willing and able to 
carry out their agreements with Tennessee. 

Though these matters are testified to solely by Continental's land superintend- 
ent in charge of the latter’s marine or offshore region, on the basis of advice 
received from others, his responsibilities and duties with respect to the business 
of supervision and development of leases, with or without joint interests present, 
which are inferred to relate to such matters, and his position in the company 
with respect to exploration, are deemed to remove his testimony from the realin 
of pure or uncorroborative hearsay to that of reasonably reliable and probative 
evidence as to matters on which Continental relies in conducting its day to day 
business. Further, applicants’ counsel offered to produce further witnesses as 
desired by cross-examining counsel, but was not requested or advised to do so. 
Continental, Atlantic, Tidewater and Cities® own each an undivided quarter 


®* Known as the CATC Group, from the initials of the names of the four companies. 
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interest in the leases here subject to the contract with Tennessee. These leases. 
are located some 15-25 miles offshore in blocks or portions of blocks and total 
some 95,000 acres. They embrace what-appear to be three or more fields located 
on the Continental shelf in the Gulf of Mexico, in the so-called West Cameron, 
East Cameron, and Vermilion areas. 

The leases were acquired from the State of Louisiana by purchase at sales 
conducted by the State Mineral Board at Baton Rouge, Louisiana, in 1947 to 1948, 
and have been continued under section 6 of the Outer-Continental Shelflands 
Act. It satisfactorily appears, that in order to comply with the obligation of the 
leases and the Shelflands Act, production from the leases should commence by 
1958. 

Three of the applicants have designated Continental as operator of the leases 
and Continental has created an operating organization within itself known as its 
CATC Marine Region which conduct the offshore activities for which it is re- 
sponsible. However, each applicant has retained to itself responsibility for 
marketing its own production from its lease interests. 


The Contracts 


The basic terms and conditions of the contracts between each of the producer 
companies and Tennessee are identical. Under the terms of these contracts 
deliveries to Tennessee are scheduled to commence November 1, 1957. From 
November 1, 1957 to November 1, 1958, Tennessee will be required to take 175,000 
M. c. f. (or four-fifths of the maximum efficient rate of flow, whichever is less). 
From and after November 1, 1958, Tennessee will be required to take, or pay for, 
1,000 M. c. f. for every 8,000,000 M. c. f. of recoverable gas originally in place in the 
dedicated reserves. Delivery to Tennessee will be effected by or on behalf of the 
applicants at the latter’s offshore drilling platforms. 

The dedication under the contracts is up to a maximum of 2,000,000,000 M. c. f. 
with the right of applicants to dedicate to the contract on or before August 1, 
1957, or August 1, 1958, additional gas reserves in the areas* up to the amount 
of 1,000,000,000 M. ec. f. *, and, subject to several conditions, including an extension 
of the term of the contract, certain additional reserves may be dedicated each 12 
months during the period August 1, 1958 to August 1, 1967. However, the initial 
dedication is not only limited to 2,000,000,000 M. c. f., but is limited also by lease 
lines, reservoirs specified in exhibits attached to each contract, and by depth 
(Vermilion area only). 

The gas sold to Tennessee is to be metered on the applicants’ offshore platforms 
and delivered at the valve on the discharge side of the meter. 

Facilities 

Other than wells and platforms, facilities owned and operated by or on behalf 
of applicants for the purpose of effecting deliveries to Tennessee will include 
separators and meters on the platforms. Tennessee is to provide the offshore 
pipeline and will be required to connect up each applicants’ producing platforms. 
Applicants will not own or operate a gathering system and will own no facilities, 
so far as deliveries to Tennessee are concerned, beyond the platforms.* 

Continental as operator of the leases, will be able to commence deliveries to 
Tennessee on November 1, 1957, as required by the contract, if Tennessee is 


* West Cameron, East Cameron, and Vermilion areas. 

™No additional dedications have been yet effected. 

§ Because of directional drilling as a method of developing offshore reserves, Applicants 
may have as many as five wells drilled from one platform. 
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granted the certificate applied for by the latter in docket No. G—11107 in time to 
construct the facilities necessary to enable it (Tennessee) to accept such 
deliveries. 

To receive gas from nine existing platforms and deliver it to Tennessee’s main 
line system at Kinder, Louisiana, will require the construction by Tennessee of 
46.9 miles of 26-inch line from Kinder to the shore’s edge and 60.8 miles of 26- 
inch to 12-inch lines thence to the platforms offshore, at an estimated total cost 
of $16,315,412." 

Tennessee is seeking a certificate of public convenience and necessity for these 
facilities in G—11107 in connection with a proposed general expansion of its 
system. 

Tennessee represents through the testimony of its witnesses that it is willing 
and able to construct these lateral facilities necessary to receive the gas here 
involved. It has had experience in the construction of similar offshore facilities 
in another location off the same coast, and there appears to be no particular tech- 
nical problems to be confronted in the construction of such facilities which cannot 
be overcome by normal engineering practices. 

However, due to late summer and fall weather conditions usually prevailing in 
the Gulf, Tennessee must commence construction of the offshore gathering system 
not later than early spring of this year. 

Failure to complete the system in time would place in jeopardy Tennessee’s 
rights under its contracts with applicants, and so far as the latter relied upon 
timely completion which failed would place in jeopardy the title to their leases. 


Tennessee's requirements for additional gas 


Tennessee’s vice-president in charge of gas purchases, who represented Tennes- 
see in the lengthy negotiations of the instant contracts, testified that Tennessee’s 
purpose was to obtain gas reserves to supply the expansion of Tennessee’s market 
as shown in Tennessee’s pending application in docket G-11107. None of the data 
which it is assumed was filed in support of such application is in evidence in this 
proceeding. 


Gas available 


Twenty-two wells have been drilled on the leases by the four companies,” nine 
of which are dual completions. Eleven additional wells are programmed for 
1957 and there will be further development by drilling in subsequent years. There 
are nine platforms in place on which there is either a well drilling or one or more 
wells completed. Two more platforms at least are to be added after production. 

Tennessee’s gas reserve witness testified that he estimated that the recoverable 
Zas reserves in the three fields under the 95,000 acres dedicated as above set 
forth “ totalled some 1,673,929,000 M. c. f. (14.78 psia).“ The estimates are de- 
rived by using the volumetric method as applied to information obtained from the 
operator, consisting of descriptions and maps of the leases, and well surveys, 
with electrical logs, core descriptions, and well test information. 


*In the event of dedication of additional gas reserves each contract would require Ten- 
nessee to build as much as one mile of offshore lateral gathering line for each 10,000,000 
M. c. f. of gas reserves added up to 100,000,000 M. c. f. for each of 9 years. This presents 
no problem here. 

3° Four dry holes presumably are not included in this number. 

1 Limited by lease lines, reservoirs, and depth, supra, Of the 95,000 acres only 11,500 
are in fact proven. 

12 Subject to some reduction if applicants remove the condensate. The contract limits 
the reduction in volume for such purposes to 10 percent. The estimated reduction is much 
less than that thus allowed. Of the total proven reserve of 1,673,929,000 M. c. f. some 
430,000,000 M. c. f. is untested by conventional production methods and rests on the 
correlation of electric well log and core analysis data. 
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In nearly all instances the witness made his own structural maps. He made 
his own determinations of average sand thickness, productive limits, porosity, 
and connate water, having available for these purposes his own experience and 
interpretative information contained in Tennessee’s own files pertaining to 
similar fields along the Louisiana Gulf Coast area. He derived reservoir temper- 
atures and pressures from well information and gradient curves, allowed for 
deviation from compressibility, and assigned recovery factors. His reserve esti- 
mates, though made independently in the manner stated, agree substantially with 
those of the operator. None of the gas is associated with oil and it is relatively 
low in condensate. 

Basing his testimony on well information and the number of wells drilled 
and to be drilled, Tennessee’s reserve witness testified in conclusion that in his 
opinion the volumes of gas specified by terms of the contract can be delivered 
to Tennessee, i. e., 175,000 M. c. f. per day (15.025 p. s. i. a.) the first year and 
thereafter in accordance with the reserve ratio.” 

Tennessee’s vice-president in charge of gas purchases testified that these 
reserves which would amount to a substantial portion of Tennessee’s total 
reserves, not only constituted the only large package of gas for sale in the 
Gulf Coast area at the time of negotiations, but were well located with respect 
to Tennessee’s system, and had a significant potential for additional reserves 
as the acreage is developed, in all advantages of so substantial a character 
as to have led most of the other interstate gas transmission companies to 
enter highly competitive bids for them. None of the interveners made any 
substantial contention that the acquisition of these reserves by Tennessee were 
improvident or useless or were other than favorable to the interest of the 
public served by Tennessee’s system. In fact the only real objection by inter- 
veners to the granting of a certificate to these applicants is to the price at 
which these reserves were acquired by Tennessee. 


Prices 


As previously stated herein the contracts set an initial price of 21.4 cents per 
M. c. f. (15.025 p. s. i. a.) applicable substantially to the period from the date 
of initial delivery (November 1, 1957) to November 1, 1962, and provide there- 
after for step escalations, briefly at the rate of 2 cents per M. c. f. every 
4 years until the expiration of the contract. The contracts also provide for 
reimbursement of State production taxes or a Federal equivalent dependent 
upon the settlement of title to the offshore shelf lands. The production or 
Severance tax imposed by the existing laws of the State of Louisiana (Act 
No. 11, Laws 1948; Act No. 45, Laws 1954, amending) is 1 cent per M. c. f. 

Including the gas which Tennessee proposes to purchase under these con- 
tracts, some 240,000 M. c. f. per day (14.73 p. s. i. a.), it is estimated that 
the weighted average cost of all gas to Tennessee in 1958 will be some 13.70 


cents per M. c. f., as compared with 12.73 cents if the gas here proposed to he 
purchased is excluded. 


Interveners have elicited from their examination of witnesses that, among 
other things, in the West Delta offshore area, some 200 miles distant, appli- 


133 At the contract take or pay ratio effective after the first year (1,000 M. c. f. per 
day for each 8,000,000 M. c. f. of original recoverable reserves) the average minimum rate 
of take would become 1/8,000 of 1,673,929,000 M. c. f. or 209,000 M. c. f. (14.73 p. s. 1. a.) 
per day. The contracts also provide a formula for the maximum demand which Tennessee 
can make upon applicants, providing, on certain assumptions, a swing between the foregoing 
minimum of 209,000 M. c. f. and a maximum of 250,000 M. c. f. per day (14.73 p. s. 1. a.). 

%4 Neither cost figure reflects possible increases which may be filed for under the provisions 


of Tennessee’s other contracts, whether or not these contracts with applicants become 
effective. 
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cants are selling gas to Tennessee at 17 cents per M. c. f.; that Tennessee pays 
only slightly in excess of 10 cents per M. ec. f., including the gathering tax, 
in its Southwestern Louisiana pricing area; that Tennessee is not paying as 
high a price as 21.4 cents to any other producer under any contract; that the 
step escalations provided in the instant contracts were inserted in part at least, 
in lieu of favored nations and price redetermination clauses, and are the 
steepest of any such provisions in Tennessee’s present gas purchase con- 
tracts. However, initial or other prices paid by other interstate pipelines 
in long term contracts in onshore areas equal or exceed 20 cents per M. ec. f. 
for smaller reserves and smaller future potentials than those provided by 
applicants’ contracts here with Tennessee, and steep step escalations are not 
unknown in interstate pipeline contracts. All such matters, nevertheless, assume 
a basis of comparison not provided by the evidence of record in this proceeding. 
Varying operating conditions characterizing different transactions could be 
most significant. Tennessee did not initiate the foregoing price comparisons 
and no real effort was made by interveners to adequately support them. In 
any event, to permit such an exploration in this proceeding would simply invite 
the opening up of the whole subject of the validity of all rates entering into 
the comparison, viz, not only the prices here immediately involved, but the 
rates charged in the West Delta area,” and the others mentioned. This is 
more than the act requires or intends in a section 7 certificate proceeding, such 
as here, where public convenience and necessity is inherently the basic issue, 
certainly in the absence of any showing of imprudence or of abuse of discretion 
by management. 

Therefore, assuming management has discretion, within its proper range, 
to make a selection as to sources of gas supply, and, in the absence of any 
substantial indication in the evidence or even serious claim by interveners 
that the initial cost of this gas by itself would necessarily lead to an increase 
in Tenneesee’s rates to jurisdictional customers, no grounds appear for permit- 
ting this case under section 7 of the act to assume the character of a rate 
proceeding under section 5 (a) thereof. 

Any attempt to add the M. ec. f. cost of lateral line, pipeline, or gathering 
facilities directly to the price of gas at the offshore platforms for the purpose 
of arriving at some total M. ec. f. cost of gas to Tennessee’s system would 
simply involve the unwarranted assumption that any other addition of re- 
serves, in lieu of those here involved, would not likewise entail the construc- 
tion of additional facilities of like nature and of substantial size and pro- 
portionate cost. Moreover, the evidence here clearly shows that single or 
package reserves of such size as applicants’ were not available to Tennessee 
from other sources in the Gulf Coast area. 

Barring questions which cannot be resolved in this proceeding concerning 
Louisiana’s title to the offshore shelf-lands and the significance of a determi- 
nation of title in Louisiana as to the possible seaward extension of parish lines 
with respect to the territorial scope of price provisions in Tennessee’s onshore 
contracts, the opinion of Tennessee’s operating officials is that the West Cameron, 
East Cameron and Vermilion areas constitute new pricing areas and that the 
price provisions of the contracts here involved will not trigger existing favored 
nations or renegotiation clauses in Tennessee’s other gas purchase contracts 
in its southwest Louisiana pricing area nor, in fact, so affect any of Tennessee’s 
other gas purchase contracts, and no participant made a showing to the 
contrary. 


% The West Delta reserves are smaller than those the applicants offer here. 
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The “Substitution” Clause 


Subject to certain conditions not here pertinent, section 3 (j) of the contracts 
provides a substitution or permissive delivery clause whereby, in substance, 
each applicant may deliver up to its 25 percent share of 50,000 M. c. f. per day 
in addition to the respective contract quantities if applicants are prevented from 
delivering to Tennessee from their gas reserves dedicated to Tennesse in fields 
in the West Delta area, such additional deliveries to be made under the terms 
and prices of these contracts but to be allocable against applicants’ commit- 
ments to Tennessee under the West Delta contracts. 

This clause was inserted at the suggestion of Tennessee, due to the fact 
that the gas reserves dedicated to Tennessee under the West Delta contract are 
so rich in distillate or condensate as to entail possible retrograde condensation 
in the reservoir during production. Under such circumstances a possibility 
exists that either State authorities might require or producers might desire 
to cycle the gas and recover the liquids, in which circumstances deliveries to 
Tennessee from that area could or would be curtailed at the time. Operations 
under section 3 (j), above, would assume make-up deliveries from West Delta 
at a later time after cycling was completed, and the overall arrangement 
would operate to enable Tennessee to receive its rightful quantities of gas 
under any circumstance, and to eventually receive under each contract all 
contract quantities, probably at the same ultimate resultant cost of purchase. In- 
equities possibly latent in such an operation cannot now be determined and 
are not to be considered as if presented for such determination in this proceed- 
ing. The clause is not objectionable per se. 


Applicants’ Hxtraction and Transportation Rights 


Section 6 (b) of the contracts provide, in brief, that, in addition to me- 
chanical or low temperature separation, applicants may process the gas for the 
recovery of liquefiable hydrocarbons including the methane-ethane stream at a 
shore based extraction plant, provided that such process, together with fuel 
use, will not remove more than 10 percent of the volume of gas daily produced 
and delivered to Tennessee. Moreover, the gas finally delivered to Tennessee 
must have a total heating value of not less than 1,000 B. t. u. per cubic feet. 

Several considerations are pertinent to this matter : 

In making deliveries to Tennessee at the off-shore platform applicants must 
provide separators to eliminate water in order to meter and deliver dry gas. 
Separation also removes at least some of the condensate or distillate, which 
under the contracts may be recombined by applicants with the gas stream after 
the gas has been metered for off-shore delivery for transportation by Tennessee 
to shore and delivery to applicants without charge. Tennessee’s witness tes- 
tified to the effect that if the applicants did not remove at least some of the 
distillate before it was pipelined, Tennessee would have to do so, and further, 
Tennessee will pay only for the residue gas as remetered at applicants’ onshore 
processing plant. 

The gas is fairly normal Miocene production and is very dry, having a low 
distillate or condensate content varying from 6 to 11 barrels per 1,000 M. c. f., 
and consequently small shrinkage in volume is expected, i. e., something less 
than 5 percent of the stream. Further the flexibility capacitywise reflected in 
the design of the lateral line for normal gas operations and the infrequency 
with which Tennessee would be depleting the reserves here involved, at the 
maximum rate, make it appear that the real effect cost-wise to Tennessee of 
the transportation for applicants, as well as any appropriate disposition with 
respect thereto, cannot now be determined. This burden will, in any event,’ 
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have no immediate effect upon Tennessee’s rates to jurisdictional customers 
and can be further considered at such time as operations commence or rate 
effects become apparent. 


The Relation of Tennessee’s Application in Docket No. G—-11107 


The facts of this proceeding indicate that these reserves are important to 
Tennessee’s expansion and it is known that the demand for natural gas is 
almost everywhere in excess of that available from pipeline systems. How- 
ever, any finding to the effect the public convenience and necessity requires or 
will require the issuance of certificates to applicants in this proceeding would 
be confronted with the fact that a contrary finding made with respect to Ten- 
nessee’s application for a certificate which is pending in docket No. G-11107 
would be in conflict as Tennessee proposes to use the reserves which are the 
subject of this proceeding in connection with its expansion program which is 
the subject of its application in G—11107. 

The findings and order will therefore be qualified and conditioned upon a 
certificate being issued to Tennessee in G—11107 or otherwise, covering facili- 
ties necessary to the taking of gas from applicants into Tennessee’s main line 
system. 

Further Findings and Conclusions 


(1) Applicants, independent producers of natural gas, upon commencement 
of the sales authorized herein, will be engaged-in the sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and each will, therefore, be a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications, will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sales by applicants, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are subject to the requirements of subsections 
(¢c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules and regulations of the Commission thereunder. 

(4) Assuming the issuance to Tennessee by the Commission of an appropriate 
certificate for the construction of facilities enabling it to take delivery of appli- 
cants’ gas into its (Tennessee’s) main line system the sales of natural gas by 
applicants, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefor, are required by the 
public convenience and necessity, and certificates should be issued as hereinafter 
ordered and conditioned. 

ORDER 


Upon consideration of the record herein, the contentions and briefs of counsel, 
and for the reasons and upon the findings and conclusions set forth in the fore- 
going portions of this decision, of which this order is a part, 

IT IS BY THESE PRESENTS ORDERED, subject to review by the Commis- 
sion on appeal, or on its own motion, as provided by its rules of practice and 
procedure: 

(A) That certificates of public convenience and necessity be and are hereby 
issued, upon the terms and conditions of this order, authorizing the sales by 
applicants of natural gas in interstate commerce for resale, together with the 
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construction and operation of any facilities, subject to the jurisdiction of the 
Commission, used for the sales of natural gas in interstate commerce, as here- 
inbefore described and as more fully described in the applications and exhibits 
in this proceeding. 

(B) That certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by applicants within 30 days 
from issuance of this order. 

(C) That certificates are not transferable and shall be effective only so long 
as applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) That the grant of the certificates herein shall not be construed as a 
waiver of the requirements of section 4 of the Natural Gas Act, or of section 154 
of the Commission’s rules and regulations thereunder requiring the filing of 
rate schedules for the services herein authorized, and is without prejudice to 
any findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against 
the applicants. Further, the action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(FE) The question of such transportation and proper charge therefor not 
being presently before the Commission, the issuance of this order shall not be 
construed as recognition of any claim by applicants of an obligation on the part 
of Tennessee to transport liquids for the account of applicants. 

(F) This certificate is conditioned upon the granting by the Commission of a 
certificate to Tennessee authorizing the construction and operation of facilities 
enabling Tennessee to take deliveries of gas from applicants herein into Tennes- 
see’s main line system. 

Ewr1ne G. SIrMpson, 
Presiding Examiner. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline 


FINDINGS AND ORDER ISSUING TEMPORARY CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY* 


(Issued April 22, 1957) 


Continental Oil Company on September 5, 1956, The Atlantic Refining Company 
on September 7, 1956, and Cities Service Production Company and Tidewater Oil 
Company on September 10, 1956 (together termed CATCO) have filed applications 
pursuant to section 7 of the Natural Gas Act for a certificate of public convenience 
and necessity authorizing the sale of gas from their leases off the coast of Louis- 
iana to Tennessee Gas Transmission Company. On its part, Tennessee Gas has 
filed an application for a certificate of public convenience and necessity on Sep- 
tember 19, 1956, as amended March 1, 1957, for authority, among other things, 
to construct and operate facilities for the transportation of gas from the offshore 
platforms owned by CATCO to a point on its main pipeline system at Kinder, 
Louisiana. The presiding examiner’s decision issued March 29, 1957, would grant 
certificates to CATCO, without imposing a rate condition but with a condition that 
a certificate be issued to Tennessee Gas for the necessary facilities. 

Exceptions were filed by interveners New York Public Service Commission, Long 
Island Lighting Company, Lake Shore Pipe Line Company, and Public Service 


*Permanent certificates granted and order modified by order issued May 20, 1957. 





FEDERAL POWER COMMISSION 575 


Electric and Gas Company objecting to the rate proposed and requesting a rate 
condition, and by CATCO, objecting to the requirement that a certificate be 
granted to Tennessee Gas unless a temporary certificate would satisfy this 
condition. 

The record shows that the four producer companies each owns a quarter interest 
in gas leases located some 12 to 25 miles off the coast of Louisiana in the Gulf 
of Mexico, in the East Cameron, West Cameron, and Vermilion areas, totalling 
some 95,000 acres and containing reserves of some 1,673,929,000 M. c. f. including 
430,000,000 M. c. f. untested by conventional methods. In this offshore field the 
four companies own platforms, wells, separators, and meters, but no pipelines. 
To connect with the offshore wells, Tennessee Gas proposes to build some 46 miles 
of 26-inch line from its main line at Kinder, Louisiana, to the shore, and some 
61 miles of 26-inch, 20-inch, 16-inch, and 12-inch line thence to the platforms at an 
estimated cost of $16,315,412. 

The sales of gas will be made to Tennessee Gas at the offshore platforms under 
the terms of separate contracts executed in August of 1956, all of whose basic 
provisions are identical, providing that Tennessee Gas must accept 175,000 
M. c. f. or four-fifths of the total quantity which the wells are capable of pro- 
ducing, whichever is the lesser, until November 1, 1958. After that it will be 
required to take and pay for 1,000 M. c. f. for every 8,000,000 M. c. f. of recoverable 
gas originally in place in the dedicated reserves. The testimony showed that the 
reserves were adequate to meet contract deliveries. 

The initial price which would be paid by Tennessee Gas under each of the 
contracts is 22.4 cents per M. c. f. (including one cent per M. ec. f. for the 
Louisiana gathering tax) until November 1, 1962. Thereafter, the price would 
escalate by 2 cents per M, ec. f. every 4 years until the contract in question 
expires. The record shows that the 22.4-cent price is higher than Tennessee Gas 
is paying under any other contract. It is this price, with the provision for escala- 
tion, to which the interveners have made vigorous objections in exceptions to 
the presiding examiner’s decision, which would grant a certificate without a rate 
condition attached to it. They contend that if the rate were allowed to stand it 
would establish a higher-price plateau in a new area to the detriment of consumers. 

The record contains insufficient evidence or testimony, however, on which to 
base a finding that the public convenience and necessity requires the sale of these 
volumes of gas at the particular rate level here proposed. The importance of 
this issue in certificating this sale cannot easily be overemphasized. This is the 
largest reserve ever committed to one sale. This is the first sale from the 
newly developed offshore fields from which large proportions of future gas supplies 
will be taken. This is the highest price level at which the sale of gas to Tennessee 
Gas has been proposed. 

These factors make it abundantly evident that, in the public interest, this 
crucial sale should not be permanently certificated unless the rate level has been 
shown to be in the public interest. See Cities Service Gas Co., Signal Oil and 
Gas Co., 14 F. P. C. , opinion No. 288, Nos. G—2569, G—2570 November 28, 1955, 
affirmed as Signal Oil and Gas Co. v. F. P. C., 238 F. 2d 771 (CA8), certiorari 
denied, 353 U. S. 923. 

The examiner has found there is a need for those volumes of gas on the system 
of Tennessee Gas, and that the applicants are ready and able to deliver them and 
take them, respectively. These findings we adopt. They argue conclusively 
that the sale is necessary in the public interest. All that remains for disposi- 
tion is a determination as to the rate level at which the public convenience and 
necessity requires them to be made. Compelling reasons prevent us from post- 
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poning making these volumes available, however, until such time as the deter- 
mination has been made. 

The contracts between CATCO and Tennessee Gas provide November 1, 1957, 
as the date for commencing service, and in order to comply with the leases and 
the Louisiana Shelflands Act, production should commence by 1958. To meet 
this schedule Tennessee Gas must build its underwater pipelines before the onset 
of the season of bad weather. In view of this total situation we are disposed 
at this time to grant temporary certificates to CATCO for the sale of gas and 
to Tennessee Gas as requested by it for its proposed 107 miles of connecting 
pipelines. At the same time, we shall remand the CATCO proceedings to the 
presiding examiner to determine at what rates the public convenience and neces- 
sity requires these sales to be made if permanent certificates are to be granted 
to these companies upon final disposition of their applications. By the procedures 
adopted here, however, we do not necessarily imply that the rates at which the 
proposed sales would be made are not in the public interest. 


The Commission finds: 


(1) Continental, Atlantic, Tidewater, and Cities Service, independent pro- 
ducers of natural gas with respect to the sales here involved, upon commence- 
ment of the sales authorized herein, will be engaged in the sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, and each will, therefore, be a “natural-gas 
company” within the meaning of the Natural Gas Act, if not already in this 
status because of other transportation or sales. 

(2) The sales of natural gas by CATCO hereinbefore described, as more fully 
described in the applications, will be made in interstate commerce, subject to 
the jurisdiction of the Commission, and such sales by CATCO, together with the 
construction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(3) Tennessee Gas is engaged in the transportation of natural gas in interstate 
commerce and the sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and, 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act as heretofore found by the Commission. 

(4) The facilities to be constructed by Tennessee Gas as hereinbefore de- 
scribed are proposed to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as an integral 
part of Tennessee Gas’ existing pipeline system, and the construction and oper- 
ation thereof by Tennessee Gas are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(5) To assure maintenance of adequate service and to serve Tennessee Gas 
and its customers, the public convenience and necessity requires that temporary 
certificates be issued to CATCO and Tennessee Gas as hereinafter ordered. 

(6) It is necessary and appropriate in the administration of the Natural Gas 
Act that the proceedings in docket Nos. G—11024, G-11034, G-11046, and G—11049 
be remanded to the presiding examiner to make the determination required in 
(D) below. 


2 By letter of March 29, 1957, Tennessee Gas was granted a temporary certificate for 
facilities covered by the same application in docket No. G—11107, but specifically excluding 
the 107 miles of pipeline referred to here. 
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(7) To the extent that the exceptions above referred to are inconsistent with 
the Commission’s order herein, they should be denied. 


The Commission orders: 


(A) A temporary certificate of public convenience and necessity is hereby 
issued to CATCO authorizing the sale of natural gas to Tennessee Gas, from 
CATCO’s leases in the East Cameron, West Cameron and Vermilion areas off the 
coast of Louisiana in the Gulf of Mexico, together with the construction and 
operation of any facilities, subject to the jurisdiction of the Commission, used for 
such sale, as hereinbefore described and as more fully described in the applica- 
tions in this proceeding. 

(B) A temporary certificate of public convenience and necessity is herepy 
issued authorizing Tennessee Gas to construct and operate approximately 107 
miles of pipeline to transport natural gas from the offshore platforms of CATCO 
to Tennessee Gas’ main system at Kinder, Louisiana, as hereinbefore described 
and as more fully described in its application. 

(C) The temporary certificates issued herein shall be without prejudice to 
such final disposition of the applications of CATCO and Tennessee Gas as the 
record may require. 

(D) The proceedings in docket Nos. G—11024, G—11034, G—11046, and G—11049 
shall be remanded to the presiding examiner to determine at what rate the public 
convenience and necessity requires the sale of natural gas by CATCO to Tennessee 
Gas to be made if these CATCO companies are granted permanent certificates of 
public convenience and necessity. 

(E) In proceedings conducted in accordance with the requirements of para- 
graph (D) above the burden of proof and the burden of going forward with the 
presentation of evidence shall be upon the applicants herein, the CATCO Com- 
panies and Tennessee Gas. 

(F) The certificates of public convenience and necessity issued herein are 
conditioned upon the receipt by the Commission within 15 days of the issuance 
of this order of letters signed by a duly authorized official of each of the CATCO 
Companies and Tennessee Gas, unconditionally accepting the temporary certifi- 
cates hereby granted under the conditions herein stated. 

(G) Exceptions filed with respect to the initial decision of the presiding ex- 
aminer which are inconsistent with our action herein are hereby denied. 


Dicspy, Commissioner, concurring: 


I concur completely in the issuance of temporary certificates to the producers 
and to Tennessee. I also concur in the order reopening and referring the record 
back to the examiner to be proceeded with on the applications of the producers 
for permanent and final certificates of public convenience and necessity to make 
the sale to Tennessee. I do not believe that the Commission should presume that 


the final certificates, if and when issued, should be conditioned by prescribing 
an initial rate. 
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Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DAKOTAS ELECTRIC COOPERATIVE, 
INC., DOCKET NO. E-6720 


ORDER AUTHORIZING DISPOSITION AND MERGER OR CONSOLIDATION OF FACILITIES AND 
ASSUMPTION OF OBLIGATION OR LIABILITY ON PROMISSORY NOTE 


(Issued April 24, 1957) 


Montana-Dakota Utilities Co. (Mondak) incorporated under the laws of the 
State of Delaware, and doing business as a qualified foreign corporation in the 
States of Minnesota, Montana, North Dakota, South Dakota and Wyoming, with 
its principal place of business in Minneapolis, Minnesota, filed an application 
on January 22, 1957 as amended February 6, 1957, and March 7, 1957, for (1) 
authorization pursuant to section 203 of the Federal Power Act to acquire and 
merge or consolidate certain electric utility facilities of Dakotas Electric Co- 
operative, Inc. (Dakelec) ; and (2) authorization pursuant to section 204 of the 
Federal Power Act to assume the obligations and liabilities of Dakelec in respect 
to a promissory note in the face amount of $870,000. Dakelec is a nonprofit co- 
operative membership corporation organized and existing under the laws of the 
State of North Dakota and doing business as a qualified foreign corporation in 
the State of South Dakota with its principal place of business in Bismarck, North 
Dakota. 

On February 4, 1957, Dakelec filed a joinder in Mondak’s application wherein 
Dakelee seeks authorization pursuant to section 203 of the Federal Power Act 
to dispose of the electric utility facilities to be acquired by Mondak. 

The facilities which Dakelec proposes to dispose of consist of a 30,000 KVA, 
230/115—41.6 KV substation to be constructed by Mondak at Glenham, South 
Dakota, pursuant to an agreement with Dakelec dated June 21, 1956. That 
agreement, is in effect an extension of the basic construction and operating agree- 
ment between Dakelec and Mondak dated March 21, 1949, as amended September 
30, 1952, providing for the construction and operation by Mondak for the owner, 
Dakelec, of a 7,500 KW electric generating plant at or near Beulah, North Dakota 
and certain 69 KV electric transmission and substation facilities in North 
Dakota." 

The financing of the 7,500 KW electric generating plant and the 69. KV electric 
transmission facilities under the construction and operating agreement was 
effected through loans from the United States of America through the Rural 
Electrification Administration (REA) to Dakelec secured by an indenture of 
mortgage on the properties. Under the agreement, as supplemented, Mondak is 
obligated to make payments to Dakelec in such amounts and at such times as 
will permit Dakelec to meet its obligations on the principal amount of the loans 
and the interest payments thereon. When the aggregate amount of all loans 
under the basic agreement has been reduced to a specific amount, Mondak is 
obligated by the terms of the agreement to acquire legal title to all of the facilities 
constructed thereunder and to assume the primary responsibility in connection 
with all loans to Dakelec by the United States through the REA. 

The substation facilities which Mondak presently proposes to construct and 
operate for Dakelec at Glenham, South Dakota, will be similarly financed through 
a loan of up to $870,000, principal amount, from the United States through REA 


1 For prior Commission authorization in this matter see orders of the Commission issued 
May 12, 1949, docket No. E-6210 and December 29, 1952, docket Nos. E-6210, E-6463. 
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to Dakelec. Dakelec will execute its promissory note in the face amount of the 
loan. The note will be dated September 28, 1956, will bear interest at 2 percent 
per annum, have an interest accumulation period of 2 years and will be payable 
to the United States of America in equal quarterly installments of principal and 
interest thereafter until 1991—35 years from the date of the note. The note will 
be secured by Dakelec’s indenture of mortgage. Mondak will make such pay- 
ments to Dakelec as are necessary to enable the latter to meet its obligations to 
the United States with respect to the proposed promissory note as in the case of 
prior loans to Dakelec, and will assume the primary responsibility on the pro- 
posed promissory note when it (Mondak) acquires the legal ownership of the 
proposed Glenham substation facilities and other facilities covered by the basic 
construction and operating agreement, as amended, and assumes the primary 
responsibility on previously executed promissory notes of Dakelec. By the terms 
of the agreement as amended including the aforementioned June 21, 1956 agree- 
ment such transfer of title and assumption of liability will occur when the prin- 
cipal amount of the outstanding loans secured in connection with the 7,500 KW 
steam electric generating station and certain transmission and related facilities 
has been reduced to $2,419,800. In addition Mondak is currently obligated to 
meet the operation and maintenance expenses associated with the properties 
covered by the construction and operating agreement including taxes and in- 
surance, and to pay $800 per month for Dakelec’s administrative and related 
expenses until it (Mondak), acquires legal title to the properties, and to pay 
$150 per month thereafter during the continuance of the construction and operat- 
ing agreement. The June 21, 1956, agreement increases the amounts of Mondak’s 
payments for Dakelec’s administrative and related expenses to $1,000 per month 
and $250 per month, respectively. 

The application states that the construction of the Glenham substation facili- 
ties has become necessary by reason of the fact that certain substitute facilities 
previously planned by the Bureau of Reclamation will not be completed in time 
to make available needed quantities of power and energy in portions of south 
central North Dakota and north central South Dakota served by Mondak and 
Dakelec. As in the case of the other facilities covered by the construction and 
operating agreement as amended, the proposed Glenham substation facilities will 
be operated as an integral part of Mondak’s system. The application states that 
the construction of the proposed Glenham facilities will avoid the duplication of 
facilities which might otherwise result from the uncoordinated development of 
the respective systems of Mondak and Dakelec. 

Written notice has been given to the Railroad and Warehouse Commmission 
of Minnesota, the Board of Railroad Commissioners of Montana, the Public Serv- 
ice Commission of Wyoming, the Public Service Commission of North Dakota, 
the Public Utilities Commission of South Dakota, and to the Governor of each 
of those States. Notice was also published in the Federal Register, on February 
2, 1957 (22 FR 710-711), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest on 
or before February 20, 1957. No protest or petition or request to be heard in 
opposition to the granting of the application has been received. 

The Public Service Commission of Wyoming, by order of February 1, 1957, 
authorized Mondak to assume the obligations of Dakelec with respect to the 
proposed promissory note to be issued in connection with the proposed con- 
struction of the Glenham substation facilities. The Public Service Commission 
of North Dakota, by order of February 25, 1957 authorized Mondak to acquire the 
proposed Glenham substation facilities and to assume upon acquisition of those 
facilities the obligations of Dakelec with respect to the proposed promissory note. 
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The Commiseion finds: 


(1) Dakelec is a nonprofit cooperative membership corporation organized and 
existing under the laws of the State of North Dakota. It owns facilities for the 
transmission of electric energy between the States of North Dakota and South 
Dakota, consumed at points outside the state in which it is generated, all of 
which facilities are in addition to and do not include, facilities used for the 
generation of electric energy, facilities used in local distribution, or only for the 
transmission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. Dakelec is, there- 
fore, a public utility within the meaning of that term as used in section 201 of the 
Federal Power Act. 

(2) Mondak is a corporation organized and existing under the laws of the 
State of Delaware. It owns and operates facilities for the transmission and sale 
.at wholesale of electric energy which is transmitted among the States of Montana, 
North Dakota and South Dakota, consumed at points outside the State in which it 
is generated, all of which facilities are in addition to and do not include, facilities 
used for the generation of electric energy, facilities used in local distribution, 
or only for the transmission of electric energy in intrastate commerce, or 
facilities for the transmission of electric energy consumed wholly by the trans- 
mitter. Mondak is, therefore, a public utility within the meaning of that term 
as used in section 201 of the Federal Power Act. 

(3) By the performance of the aforementioned June 21, 1956, agreement, 
whereby Mondak will acquire the proposed Glenham substation facilities, Mon- 
dak will merge or consolidate its facilities subject to the jurisdiction of this 
Commission with those of Dakelec, another person, within the meaning and 
subject to the requirements of section 203 of the Federal Power Act. 

(4) By the performance of the aforementioned June 21, 1956, agreement, 
whereby Dakelec will dispose of the proposed Glenham substation facilities, 
Dakelec will dispose of facilities subject to the jurisdiction of this Commission of 
a value in excess of $50,000 within the meaning and subject to the requirements 
of section 203 of the Federal Power Act. 

(5) By the performance of the aforementioned June 21, 1956, agreement 
whereby Mondak will assume the obligation or liability of Dakelec with respect 
to the proposed promissory note of Dakelec, Mondak will assume an obligation 
or liability as guarantor, endorser, surety or otherwise in respect of a security 
of another person within the meaning and subject to the requirements of section 
204 of the Federal Power Act. 

(6) The proposed disposition of facilities by Dakelec and the proposed acquisi- 
tion thereof by Mondak all as described above will be consistent with the public 
interest for the reasons as set forth in the recital above. 

(7) Mondak is not organized and operating in a State under the laws of which 
the proposed assumption of obligation or liability in respect to the promissory 
note of Dakelec, is regulated by a State Commission within the meaning of sec- 
tion 204 (f) of the act, and that assumption of obligation or liability is there- 
fore not exempt from the requirements of section 204 of the act. 

(8) The proposed assumption of obligation or liability by Mondak in respect to 
the promissory note of Dakelec as hereinafter authorized will be for a lawful 
object within the corporate purposes of Mondak and compatible with public in- 
terest which is appropriate for and consistent with the proper performance of 
service by Mondak as a public utility and which will not impair its ability to 
perform that service and is reasonably appropriate for such purposes. 
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The Commission orders: 


(A) The proposed disposition of facilities by Dakelec, the proposed acquisition 
and merger and consolidation thereof by Mondak and the proposed assumption 
of obligation or liability by Mondak in respect to the proposed promissory note 
of Dakelee all as described above, be and the same hereby are authorized and 
approved upon the terms and conditions and for the purposes as set forth in 
the application, subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
which may come before this Commission. 

(©) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect to any security to which this 
order relates. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6734 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued April 24, 1957) 


Idaho Power Company (applicant), a corporation organized under the laws 
of the State of Maine, and doing business as a qualified foreign corporation 
in the States of Idaho, Oregon and Nevada, with its principal place of business 
at Boise, Idaho, filed an application on Mareh 11, 1957, for authority, pursuant 
to section 204 of the~Federal Power Act, to issue up to $40,000,000 principal 
amount of promissory notes. 

Applicant proposes to issue the notes as original notes and renewal notes, to 
evidence short-term bank loans and renewals of loans, to be obtained on or be- 
fore February 28, 1958. Each note will be dated as of its date of issue and will 
mature within a period of 1 year from the date thereof, and bear interest at 
the prime commercial rate which is then being charged in New York, N. Y., for 
unsecured short-term obligations of the form and character of the notes proposed 
to be issued. According to the application that rate is currently 4 percent per 
annum. None of the notes proposed to be issued will be resold to the general 
public and no finder’s fee or other negotiation fee, commission or remuneration 
will be paid in connection therewith to any third person. 

Included within the notes which may be renewed, are an aggregate of $6,200,000 
principal amount of promisory notes which applicant has, or intends to issue in 
accordance with the provisions of section 204 (e) of the act. Of that amount, 
applicant’s currently outstanding promissory notes (for which a certificate of 
notification has been filed with the Commission) total $3,000,000, principal 
amount. 

The proceeds to be obtained from the issuance of the proposed notes will be 
applied to applicant’s current construction program. That program is esti- 
mated by applicant to require $47,184,000 during the current year. Of that 
amount, approximately $30,981,800 will be used by applicant to carry forward 
the construction of the Snake River project, heretofore licensed by order of 
the Commission issued August 4, 1955, project No. 1971, which is currently in 
progress. Applicant’s power requirements and the need for the additional 
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generating capacity to be derived from the project are as fully set forth in the 
record in the licensing proceeding before the Commission, and in the Commis- 
sion’s order mentioned above. The remaining amount of $16,202,200 of appli- 
cant’s current construction program will be applied to additions and betterments 
to the production, transmission, distribution and general plant of applicant's 
electric utility system. Approximately $5,725,000 of this remainder will be ap- 
plied to 230 kv transmission facilities and substations associated with the Snake 
River project ; $2,435,000 will be applied to other transmission facilities of appli- 
cant; and $8,042,200 will be applied to substations, distribution and general 
utility plant of applicant. 

Applicant anticipates that it will undertake permanent financing arrange- 
ments for its current construction program at various times on or before Febru- 
ary 28, 1958, through the issuance of first mortgage bonds or preferred stock or 
common stock in such proportions as to maintain a debt ratio of approximately 
50 to 55 percent; the exact form, amount and times of issuance of such per- 
manent corporate securities being subject, however, largely to future market 
conditions. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Oregon Public Utilities Commissioner, and the Public Service 
Commission of Nevada, and to the Governor of each of those States. Notice 
of the application was also given by publication in the Federal Register on March 
26, 1957 (22 F. R. 1916), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest with 
the Federal Power Commission, Washington 25, D. C., on or before April 10, 
1957. No protest or petition or request to be heard in opposition to the granting 
of the application has been received. 


The Idaho Public Utilities Commission, by order dated March 18, 1957 
authorized applicant to issue $33,800,000 principal amount of promissory notes 


“over and above the limitations applicable to applicant under section 61-903 
Idaho Code.” 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set out in the Commission’s order issued June 23, 
1955 In the Matter of Idaho Power Company, docket No. E-6618. 

(2) The proposed issuance of promissory notes, as described above, will con- 
stitute an issuance of securities within the purview of section 204 of the Federal 
Power Act. 

(3) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of section 204 (f) of the act, and the proposed issuance of promis- 
sory notes described above, is, therefore, not exempt by virtue of that section 
from the requirements of section 204 of the act. 

(4) The proposed issuance of promissory notes, described above, will be in 
excess of 5 percent of the par value of the other securities of the applicant and 
it is, therefore, not exempt by virtue of section 204 (e) of the act from the 
requirements of section 204 (a) thereof. 

(5) The proposed issuance of promissory notes, described above, is exempt 
from the competitive bidding requirements of section 34.1a of the Commission’s 
regulations under the Federal Power Act by reason of paragraph 34.1a (a) (2) 
thereof. 
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(6) The proposed issuance of promissory notes, as hereinafter authorized, will 
be for a lawful object within the corporate purposes of applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by applicant as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 


The Commission orders: 


(A) The proposed issuance of promissory notes, as proposed by applicant, 
whether an original issue or renewal, upon the terms and conditions and for 
the purposes specified in the application be, and the same hereby is authorized, 
subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions authorized herein 
are consummated on or before February 28, 1958. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole, and Arthur Kline. 


CENTRAL KENTUCKY NATURAL GAS COMPANY 


DOCKET NO. G-11835 
DECLARATION OF EXEMPTION 
(Issued April 24, 1957) 


Central Kentucky Natural Gas Company (applicant) filed an application on 
January 28, 1957 for exemption from the provisions of the Natural Gas Act, 
pursuant to section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of natural 
gas in the State of Kentucky; 

(2) Applicant purchases interstate natural gas from Kentucky Gas Trans- 
mission Corporation at various points within the State of Kentucky ; 

(3) All natural gas received by applicant is ultimately consumed within the 
State of Kentucky, and all of its facilities are located within said State; and 

(4) The Public Service Commission of Kentucky has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Central Kentucky Natural Gas Company is exempt from the provisions of 
the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 
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Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, ET AL. 


DOCKET NO. G-11216, ET AL. 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT, AND ISSUING 
CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued April 25, 1957) 


There have been filed with the Federal Power Commission applications re- 
questing permission to abandon, authority to acquire, construct and operate 
facilities and to render service pursuant to section 7 of the Natural Gas Act, as 
hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

ca * + * * * 

El Paso in its application filed on October 9, 1956, as supplemented on Oc- 
tober 19, and November 19, 1956 in docket No. G—11216, seeks authority to ac- 
quire and operate jointly (50 percent) with Hunt Oil Company the facilities 
of the existing McElroy-Wilshire plant and to render the service proposed to 
be abandoned by Lone Star as well as the construction and operation of addi- 
tional facilities. 

El Paso proposes to acquire and operate the following existing facilities: 

(a) An undivided one-half interest in the existing natural gasoline absorption 
plant known as the McHlroy-Wilshire plant having an installed processing capac- 
ity of 16 M. M. c. f. of gas per day, together with existing auxiliary installations. 

(b) Approximately 15.8 miles of field lines, varying in diameter up to 10 inches. 

The estimated total cost of acquisition is $1,150,000 of which, El Paso’s 50 
percent share totals $575,000. 

In addition, El Paso proposed to construct, jointly (50 percent) with Hunt, 
and operate the following new facilities: 

(c) An additional 2,640 horsepower of compressor facilities, with appurte- 
nances, in the subject gasoline plant, which will increase the existing installed 
compressor facilities to a total of 4,340 horsepower. 

(d) Approximately 38.0 miles of field lines varying in diameter up to 24 inches 
including facilities to connect two new fields to the plant, namely, the Amacker- 
Tippett and King Mountain Fields. 

(e) Additional gasoline absorption facilities at the McHlroy-Wilshire plant 
to enable El Paso to process volumes of high liquid content gas availabie from 
the producing fields connected, or to be connected, to the plant. 

The total estimated cost of constructing the above new facilities is stated at 
$2,568,000 of which, El] Paso’s 50 percent share totals $1,284,000. The total esti- 
mated cost to El Paso for the facilities proposed to be acquired and constructed 
herein totals $1,859,000, which cost is to be financed temporarily from current 
working funds or from short-term bank loans. 

” * * * = * 

All of the above facilities will be used to make available to El Paso a total 
plant capacity of approximately 16,000 M. c. f. of natural gas per day. At 
present El Paso is receiving from the subject plant approximately 4,000 M. ec. f. 
per day. As heretofore stated, said plant presently has a processing capacity 


*Omitted portions of this order relate to the issuance of independent producer certifi- 
cates. 
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of approximately 16,000 M. c. f. per day but El Paso states that the existing field 
lines and compressor facilities are insufficient to handle 16,000 M. c. f. per day, thus 
the new facilities are proposed. The gas supply which will become available by 
the operation of the proposed facilities is reasonably adequate to justify the 


acquisition of the existing facilities and construction of the proposed facilities. 
a + . - « + = 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 23, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 







The Commission finds: 
a . 









* * * 








. 
(2) El Paso Natural Gas Company, a Delaware corporation with its principal 
place of business at El Paso, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order issued October 29, 1942, in docket Nos. G—242 and G—257. 

= * * = x * * 

(6) The acquisition, construction and operation of the facilities described 
herein, and as more fully described in the application in docket No. G—11216, is 
subject to the jurisdiction of the Commission and such acquisition, construc- 
tion and operation is subject to the requirements of Subsection (c) and (e) of 
section 7 of the Natural Gas Act, and a certificate therefor should be issued as 
hereinafter ordered. 

7 *« * * * oa 2 

(9) The respective parties herein are willing and able to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(10) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (4) (d) (2), (3) and (e) of 
section 157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued to El Paso, and to the 
rights granted thereunder and that the time within which construction of the fa- 
cilities authorized by this order shall be completed and placed in actual operation, 
should be fixed at 6 months from the date on which this order issues. 

(11) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure, was unopposed by any party of record and, not havy- 
ing been denied by the Commission, is granted pursuant to section 1.30 (c) (1) 
of said rules, 






























The Commission orders: 





(A) A certificate of public convenience and necessity be and is hereby issued to 
El Paso Natural Gas Company upon the terms and conditions of this order, au- 
thorizing the acquisition, construction and operation of natural gas facilities 
as described herein, subject to the jurisdiction of the Commission, all as more 
fully described in the application in docket No. G—11216. 


* * * . * 












(E) The certificates are not transferable and shall be effective only so long as 
the respective applicants continue the acts or operations hereby authorized in 
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accordance with the provisions of the Natural Gas Act, and the applicable rules, 
regulations and orders of the Commission. 
a * + ” * . 

(G) The certificate issued by paragraph (A) shall be accepted in writing and 
under oath by a responsible official of El Paso, and the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (4), (d) (2), (3) and (e) 
of section 157.20 of the Commission’s rules of practice and procedure shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and the exer- 
cise of the rights granted thereunder. 

(H) The time within which the facilities authorized in paragraph (A) shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
section 157.20 of the Commission’s rules is hereby fixed at 6 months from the 


date on which this order issues. 
” ” am o * a * 


FOREST OIL CORPORATION, DOCKET NO. G-5510 
UPON PROCEEDINGS INVOLVING THE LAWFULNESS OF PROPOSED INCREASED RATE 
(Issued February 11, 1957)* 


Syllabus 


1. Examiner in his decision discusses established principles and precedents 
in the field of rate regulation. P. 593. 

2. Commission grants the motions to dismiss Forest Oil’s rate increase, but 
their reasons for finding that Forest Oil has failed to meet its burden 
of proof with respect to the increased rates differ from those of the 
examiner. P. 618. 

Gene M. Woodfin for Forest Oil Corp. 

Louis L. DaPra for staff of the Federal Power Commission. 

Srmpson, Presiding Examiner: This proceeding involves the issue of the 
lawfulness of a proposed increase in rate for natural gas sold of from 8.797150 
cents per M. c. f. to 16 cents per M. c. f.,? as provided under the terms of Article 
X of the agreement of Forest Oil Corporation (applicant), seller, with Trans- 
eontinental Gas Pipe Line Corporation (Transco), buyer, dated August 24, 
1954. The agreement was filed with the Commission on August 30, 1954, and 
upon filing was designated in the Commission’s files as Forest Oil Corporation 
(operator) et al., F. P. C. Gas Rate Schedule No. 1. 

On November 4, 1954, pursuant to the notice provisions of section 4 (d) of 
the act, because of the requirements of Commission’s order No. 174—-A, and 
pursuant to section 154.94, subchapter E of the Commission’s regulations 
under the Natural Gas Act (act), but reserving all legal rights and under 
protest, Applicant tendered for filing with the Commission its notice of in- 
crease in rates (aforesaid) to become effective December 4, 1954, which, upon 
filing, was designated as Applicant’s F. P. C. Gas Rate Schedule No. 1, sup- 
plement No. 1. Within the 30-day notice period provided by section 4 (d) of 
the act and pursuant to authority provided in section 4 (e) thereof, the Com- 
mission, by order adopted November 29, 1954, suspended the operation of 
the supplement and deferred use of the proposed change in rate until February 


*Initial decision of the presiding examiner was superseded by order of the Commission 
issued April 26, 1957, infra, p. 617. 

*Prior to the addition of one cent per M. c. f. for reimbursement of the Louisiana 
gathering tax. 
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i, 1955, and provided that a public hearing be held concerning the lawfulness 
of the same upon a date to be fixed by its further order. 

Thereafter, on May 27, 1955, the Commission issued its further order fixing 
date of hearing and specifying procedure. Pursuant thereto, as well as to 
notices of continuances of hearing issued by the Secretary of the Commission, 
these proceedings came on for hearing commencing September 15, 1955. In 
the session held on September 16, 1955 applicant rested upon the direct of 
its case-in-chief. Thereupon, staff counsel, joined by counsel for various in- 
tervenors,* moved to dismiss the application for the increase asserting, sub- 
stantially, that applicant had failed to discharge its statutory burden 
of proof as imposed by section 4 (e) of the act. Following a ruling on the 
motion by the presiding examiner, an appeal to the Commission therefrom 
by staff counsel with joinders and response by various participants,‘ and an 
order by the Commission with respect to such appeal issued October 24, 1955, 
the hearing reconvened on November 28, 1955 for further proceedings in con- 
formity with the latter order. Accordingly, further evidence was taken on 
behalf of applicant in hearing sessions held November 28, 29 and 30, 1955, and 
December 1, 1955. At the conclusion of the taking of this evidence staff 
eounsel again moved to dismiss on the grounds previously given in connection 
with the earlier motion to dismiss, i. e., substantially applicants failure to 
discharge its statutory burden of proof, and subsequently, on December 8, 1955, 
filed an appeal from a ruling by the presiding examiner pursuant to section 
1.12 (b) of the Commission’s rules of practice and procedure which directed the 
filing of the motion to dismiss in writing with the Commission. The appeal 
was denied by the Commission by minute of December 20, 1955. 

On January 11, 1956, Public Service filed with the Commission its memo- 
randum in support of staff counsel’s motion to dismiss filed December 8, 1955 
as well as its own motion to dismiss and for other relief, which, in effect, was 
joined in by supporting statements filed by several other intervenors.* 

Pursuant to a recess taken December 1, 1955, these proceedings reconvened 
and concluded on January 16, 1956. During this session Public Service, joined 
by various intervenors,’ orally renewed the motion to dismiss and staff counsel 
stood upon his motions to dismiss previously made. Such motions made before 
the presiding examiner are, under the provisions of §1.12 (d) of the Commis- 
sion’s rules of practice and procedure, subject to disposal in this initial decision.” 

On May 2, 1956, Applicant filed a motion with the Commission to terminate 
the proceedings for lack of jurisdiction, averring, in brief, that on the au- 
thority of the recent decisions of the Supreme Court of the United States in 
United Gas Pipe Line Co. v. Mobile Service Corporation et al., (1956) 350 U. 8. 
332 and F. P. C. v. Sierra Pacific Power Co. (1956) 350 U. 8S. 348, the Commis- 
sion was without power to prescribe Applicant’s alleged initial rate. Answers 
in opposition to this motion were filed by several intervenors on May 9, 11 and 
14, 1956." By order issued May 28, 1956 the Commission referred this motion 


* Consolidated Edison, Kings County, Brooklyn Union, Long Island, Public Service, Phila- 
delphia Electric, United and New York. 

*Joinder by: Consolidated Edison, Kings County, Brooklyn Union, Long Island, Public 
Service, Philadelphia Electric, United and New York, response by applicant. 

6 Brooklyn Union, Long Island, Philadelphia Electric and United. 

* Consolidated Edison, Kings County, Brooklyn Union, Long Island, Philadelphia Elec- 
tric, United, and New York. 

™ By order issued February 3, 1956, the Commission, in effect, ordered that consideration 
of the various motions to dismiss made on the record or filed by staff counsel and inter- 
venors be postponed until consideration of the initial decision of the presiding examiner. 

4 Consolidated Edison, Brooklyn Union, Long Island, Public Service and United. 
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to the presiding examiner to be ruled upon as a part of this initial decision. 
Briefs on the merits of the application have been filed by Forest Oil Cor- 
poration, (February 27, 1956 and May 4, 1956), the intervenors (except South 
Jersey), and staff counsel (April 23, 1956). 
The proposed change in rate is currently being charged and collected pur- 
suant to the motion and refund provisions of section 4 (e) of the act and an 
order of the Commission issued April 7, 1955 pursuant thereto.’ 


THE ISSUES 


The following constitute the primary issues in this proceeding: 

1. Is the sale of natural gas by applicant to Transco subject to the jurisdic- 
tion of the Commission within the terms of section 1 (b) of the act, and is 
the proposed increase in rate a change in rate within the meaning of section 
4 (d) and (e) of the act; 

2. In the absence of proof of applicant’s costs, expenses, income and required 
return, can it be lawfully determined that the rate increase sought by appli- 
cant in this proceeding is just and reasonable ; 

3. Has applicant sustained the burden of proof imposed upon it by section 
4 (e) of the act, to show that the increased rate or charge is just and reason- 
able within the meaning of section 4 thereof. 


CONTENTIONS 
1. Jurisdiction 


(a) Applicant—Applicant contends that, within the terms of section 1 (b) 
of the act as construed by the United States Supreme Court in the Phillips 
case” the Commission has no jurisdiction over its wellhead sale to Transco; 
that, in substance, an increase in rates is not involved in this proceeding as, 
allegedly, the initial rate of 8.797150 cents per M. c. f. fixed by applicant and 
Transco in the contract of August 24, 1954, related to a temporary expedient 
of an emergency character and the proposed rate of 16 cents per M. c. f. was 
intended by the parties to be the initial rate—further, that under the doctrine 
of the Mobile™ and Sierra™ cases the Commission has no rate-making powers 
nor jurisdiction to change the contract other than by a proceeding pursuant to 
section 5 (a) of the act,” section 4 (d) and (e) thereof“ having no application 


* Entitled “Order Making Effective Proposed Rate Changes Upon Filing of Undertaking 
to Assure Refund of Excess Charges.” 
10 Phillips Petroleum Co. v. Wisconsin (1954) 347 US 672. 
11 United Gas Pipe Line Co. vy. Mobile Gas Service Corp., et al., supra. 
12 FPC vy. Sierra Pacific Power Company, supra. 
38 Section 5 (a), insofar as here pertinent provides as follows: 
Whenever the Commission, after a hearing had upon its own motion or upon com- 
plaint . .., shall find that any rate, charge, or classification demanded, observed, 
charged, or collected by any natural-gas company in connection with any transporta- 
tion or sale of natural gas, subject to the jurisdiction of the Commission, or that 
any rule, regulation, practice, or contract affecting such rate, charge, or classifica- 
tion is unjust, unreasonable, unduly discriminatory, or preferential, the Commission 
shall determine the just and reasonable rate, charge, classification, rule, regulation, 
practice, or contract to be thereafter observed and in force, and shall fix the same 
by order... 
%4 Section 4 (d) and (e), insofar as here pertinent, provides as follows: 
(4) Unless the Commission otherwise orders, no charge shall be made by any 
natural-gas company in any such rate, charge, classification, or service, or in any 
rule, regulation, or contract relating thereto, except after thirty days notice to the 
Commission and to the public. Such notice shall be given by filing with the Com- 
mission and keeping open for public inspection new schedules stating plainly the 
change or changes to be made in the schedule or schedules then in force and the 
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and the Commission having no authority by rule (e. g. section 154.94 (c))” 
to otherwise change or add to the basic structure of the act. 

(b) Intervenors—Certain of the intervenors contend that the proposed rate 
increase is not a unilateral amendment of applicant’s contract with Transco and 
hence is not subject to the doctrine of the Mobile and Sierra cases, supra,” that 
the rate increase is a rate change and has been so defined and determined by thé 
Commission in its order No. 174, issued July 16, 1954, amending part 154—Rate 
Schedules and Tariffs (section 154.94) ; and that the increase here proposed is 
not a step escalation, but, under the two party favored nations clause contained 
in applicant’s contract with Transco, is in fact a favored nation rate change. 

(c) Staff—Staff counsel contends that applicant is a “natural-gas company” 
as defined in section 2 (6) of the act, is an “independent producer” within the 
purview of Commission’s 174 series of orders promulgated in the latter part of 
1954, and is in all respects subject to the jurisdiction of the Commission. 


2. The Merits 


(a) Applicant—Applicant contends that in natural gas production costs in- 
curred bear no relationship to the service rendered ; that each individual contract 
cannot be geared to a cost study; that in accord with the asserted principle of 
publie utility regulation which, applicant alleges, allows the market price for all 
goods and services needed, and the market price of capital, the just and reason- 
able price for natural gas is the market price for that gas; that the current range 
of prices for natural gas producers for intrastate uses is from 18 cents to 22 cents 
per M. c. f. and a limit of 16 cents to 20 cents is required in a free and open 
market to attract capital so that an adequate source of gas will be forthcoming 
from Southern Louisiana fields for interstate use; that, allegedly, in accord with 
the Commission’s petition for rehearing in City of Detroit v. F. P. C. (C. A. D. ©. 
1955—230 Fed. 2nd 810), the field price of natural gas itself is a measure of the 
value to be attributed to such gas in order to achieve such an objective; that the 
contract between applicant and Transco of August 24, 1954, was entered into at 
arm’s length; that the 16 cents price contained therein is below the market price 
for regulated and unregulated sales of natural gas made in the same area; that 
the 16 cents price also compares favorably with average wellhead field prices 


time when the change or changes will go into effect... . 
(e) Whenever any such new schedule is filed the Commission shall have author- 
ity . . . upon reasonable notice, to enter upon a hearing concerning the lawfulness 
of such rate, charge, classification, or service; and, pending such hearing and the 
decision thereon, the Commission, upon filing with such schedules and delivering 
to the natural-gas company affected thereby a statement in writing of its reasons 
for such suspension, may suspend the operation of such schedule and defer the 
use of such rate, charge, classification, or service, but not for a longer period than 
5 months beyond the time when it would otherwise go into effect—and after full 
hearings—the Commission may make such orders with reference thereto as would 
be proper in a proceeding initiated after it had become effective. . . . At any hearing 
involving a rate or charge sought to be increased, the burden of proof to show that 
the increased rate or charge is just and reasonable shall be upon the natural-gas 
company, ... 
4% Promulgated by order 174—B, and providing as follows: 

The operation of any provision of the rate schedule providing for future or periodic 
changes in the rate, charge, classification, or service after June 7, 1954, or the 
operation of any like provision in any initial rate schedule filed after June 7, 1954, 
shall constitute a change in rate schedule. 

It may be noted that section 154.93 of these regulations defines a rate schedule as meaning 

“the basic contract and all supplements or agreements amendatory thereof, effective and 

applicable on and after June 7, 1954, showing the service to be provided and the rates and 

charges, terms, conditions, classifications, practices, rules and regulations affecting or 

relating to such rates or charges, . . .” and that section 154.94 (a) also provides for a 

preliminary filing of the change pursuant to section 4 (d) of the act. 

%¢ Citing Matter of Davidor & Davidor, G-8550, order issued March 22, 1956. 
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paid producers in older producing areas closer to the market area, such as New 
York, Pennsylvania and West Virginia; that on any basis of comparison with 
competitive fuels, including manufactured gas, a price of 16 cents for gas in 
Southern Louisiana, with cost of transportation added, results in a cheap price 
to the consumer for natural gas; that applicant supplies only slightly more than 
14 of 1 percent of the gas purchased by Transco; that the uncontradicted proof 
shows that the 16 cents is in the lower range of the market price for natural gas; 
and that the proposed 16 cents is “just and reasonable.” 

(b) Intervenors—The contentions of the several intervenors considered to- 
gether are to the following general effect: that no method for fixing rates of 
producers may be applied which disregards the conventional method of rate- 
making “(i. e., rate base plan)” and even if a formula for fixing rates be devised 
which is not based upon such a method the decision of the United States Court 
of Appeals for the District of Columbia in City of Detroit v. F. P. C. (1955) 230 
Fed. 2d 810, has established that evidence of cost is a legal necessity, i. e., an 
element in a rate presentation of a natural-gas company that cannot be dispensed 
with; that there is no basic difference in fixing the just and reasonable rate for 
gas produced by a transmission company and in fixing a rate for gas produced 
by an independent producer; that producers, as natural-gas companies subject 
to regulation under the act, may charge only the lowest reasonable price for 
natural gas sold in interstate commerce for resale ; that in the absence of proof of 
applicant’s investment and return or of operating expenses or income the appli- 
cability of the original cost-return method cannot even be tested here and 
applicant’s proposed increased rate cannot be lawfully determined to be a just 
and reasonable rate; that evidence concerning value of the gas to the user is 
irrelevant to the determination of the justness and reasonableness of the rate in 
question, for the value of the services is neither a reasonable rule nor supported 
by judicial decisions; that prices equal to or in excess of 16 cents per M. ec. f. 
which applicant or other producers receive for gas sold in Southern Louisiana 
are unregulated prices resulting from a seller’s market and the operation of 
favored nation clauses; that the initial price of 8.797150 cents per M. c. f. was 
the highest price which Transco was then paying anywhere in Louisiana for 
long-term gas; that the price of 8.797150 cents and the proposed price of 16 cents 
per M. c. f. were, in fact, derived from Transco’s contract with Union Oil 
Company of California under circumstances indicative of forced dealing in 
connection with efforts by Transco to support its original certificate application 
in G-704; that a comparison with other rates is improper unless evidence is 
presented to show that the circumstances and conditions pertaining to such other 
transactions are similar to those pertaining to the rate here in question; that on 
the evidence here presented no determination can be made even of the weighted 
average field price; that if the comparison of competitive field prices is made 
at the consumer’s burner-tips it cannot be shown that natural gas (specifically 
for house heating) is underpriced with respect to competitive fuels ; that evidence 
as to necessity for encouraging exploration and development of gas reserves is 
not sufficient to establish the justness and reasonableness of the rates under 
suspension ; that in any event applicant has failed to sustain the burden of proof 
imposed upon it by section 4 (e) of the act and the increased rate must, therefore, 
be disallowed; and that the motions to dismiss should be granted and the 
proceeding terminated. 

(ce) Staff—Counsel for the Commission’s staff contends to the effect that cost 
of production is a prime factor in the determination of price and a prerequisite 
to a determination of confiscation ; that applicant has not submitted any evidence 
of probative value or which satisfies criteria prescribed for rate-fixing purposes, 
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having, specifically, failed to offer evidence as to its organization, its charter, its 
capitalization, its assets and liabilities, its revenues and expenses, its earnings, 
its drilling operations, its exploratory drilling development program, its need for 
added revenues, or as to a “fair value” or “cost” rate base; that the value of the 
service to users is neither a reasonable rule nor one supported by judicial deci- 
sion ; that the continuance of the situation, allegedly here prevailing, with demand 
exceeding supply, creates a seller’s market and there is no evidence that competi- 
tion exists in the field or that the natural law of supply and demand is operative 
to fix just and reasonable prices; that the prices for competitive fuels, coal 
and oil are unregulated prices, are determined by what the traffic will bear, and 
afford no criterion of a just and reasonable rate; that the evidence does not sup- 
port the conclusion that the allowance of a 16 cent rate will have but a negligible 
impact on consumers ; that Applicant’s conclusions, from exploratory drilling data 
received in evidence, to the effect disallowance of its proposed 16 cent rate would 
act as a deterrent to future drilling is mere surmise and conjecture, that appli- 
cant has failed to sustain the burden of proof imposed upon it by the provisions of 
section 4 (e) of the act to show that the proposed 16 cent rate is just and reason- 
able; that the Commission’s observations in its orders entered severally in Mat- 
ters of Union Oil Co., of Calif., docket No. G—4331, etc., and in Matters of Sun 
Oil Co., et al., docket No. G—8288, etc., on October 24, 1955, on the matter of 
burden of proof are controlling in this case and require a dismissal of these pro- 
ceedings ; and that the motions to dismiss for want of proof heretofore filed or en- 
tered in this proceeding should be granted, the proposed rate increase disallowed, 
refunds required, and the proceeding terminated. 


DISCUSSION 
Jurisdiction 


Applicant’s counsel stipulated to the effect that applicant’s gas delivered pur- 
suant to its contract with Transco, at the leases, and thereafter into the latter’s 
line is commingled with the stream of gas in Transco’s pipeline, and thereupon 
moves continuously from applicant’s Adres Pousson No. 1 well, located in the 
North Egan area, Pine Bluff Field, southern Louisiana, across State lines (T. 
589, 590). 

The issue of jurisdiction as it relates to wellhead, lease or field unit sales made 
under the above stipulated circumstances has been heretofore effectually deter- 
mined by the Commission in its decisions in Matters of Deep South Oil Company, 
et al., (G—2952, etc.—1955), mimeo opinion No. 284, and in Matters of Dizie Pipe 
Line Co., et al., (G—2401, etc.—1955), mimeo opinion No. 285, which hold in favor 
of the assertion of jurisdiction in such circumstances. No contrary conclusion 
may be entertained in these proceedings. 


Applicant’s Motion to Terminate 


Applicant’s motion to terminate the proceedings, which has been referred by 
the Commission to the presiding examiner to be ruled upon herein, raises the 
question whether the rate increase proposed by the applicant is an initial rate duly 
filed by applicant under section 4 (c) of the act, or is a change in rate within the 
meaning of the section 4 (d) of the act, with respect to which applicant shall 
give the Commission the required 30 days notice and the suspension provisions 
of section 4 (e) of the act apply. 

Applicant’s contract (Art. X, Price) provides in part that “during the period 
commencing with the date of first take of so-called distress or emergency gas, 
and only until November 1, 1954, buyer shall pay seller 8.797150 cents per M. c. f.” 
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and “For gas delivered during the five (5) year period beginning November 1, 
1954, buyer shall pay seller 16 cents (16c) per M. c. f.” 

Section 4 (d) of the act provides, in brief, that unless the Commission other- 
wise orders no change shall be made by any natural-gas company in any rate 
except after 30 days’ notice to the Commission, such notice to be given by filing 
with the Commission new schedules stating plainly the change or changes to be 
made in the schedule or schedules then in force and the time when the change 
or changes will go into effect. Section 4 (e) provides that pending hearing on 
such new schedules the Commission may suspend the operation thereof for a 
period not longer than 5 months, and that after hearing, the Commission may 
make such orders with reference to the proposed rate as would be proper in a 
proceeding initiated after it had become effective. 

However, Applicant avers, substantially, that the well here involved was a 
crippled well; that for this reason the initial price of 8.797150 cents per M. c. f. 
was a price fixed for a brief period of distress or emergency sales; and that at 
least the 16-cent price comprises, with the initial price, an inseparable price 
for gas to be sold by it. 

Applicant’s drilling of the well (February—August, 1954) was attended with 
several high pressure blow-out type of experiences resulting, among other things, 
in freezing the drill pipe or liner in the well hole, all of which required tedious 
and time consuming backing out, pulling and fishing operations (March 26- 
April 24; May 20-early June; June 6-early July, 1954). As a result of these 
experiences, the well, when finally completed in September of the same year, 
unavoidably had 1,000 feet of open hole, with no casing opposite the production 
formation, and had as other charteristics high shut-in and flowing pressures. 
These conditions were so dangerous to well, reserves and above ground equipment 
in the area that immediate production was required to release pressure. 

Under the foregoing circumstances prevailing during drilling in July, applicant 
informed Transco that it was seeking an immediate market for distress gas. 
Transco offered as the initial price the rate (8.797150 cents) which it had 
negotiated earlier in connection with its contract with Union Oil Company 
of California (Union Oil) for the purchase of gas to November 1, 1954, with 
an increase to 16 cents, as provided also in the Union Oil contract, effective on the 
latter date. Since United Fuel Gas Company (United) a potential purchaser 
would have no facilities available by which production could be taken from 
the North Egan area until some 2 months later, applicant executed the contract 
with Transco of August 24, 1954, rather than attempting to execute one with 
United at the latter’s higher initial price of 16 cents which would necessarily 
be effective at a later date. Sales to Transco to relieve the then existing 
emergency conditions commenced September 13, 1954, at a tubing pressure of 
8,400 psi with a daily contract quantity to November 1, 1955 as high as 10,000 
M. c. f. per day. 

The evidence is that applicant, in effect, accepted the lower price of 8.797150 
cents for a 6-week period in order to relieve pressures on its well, while its 
leases required it to pay royalties on the basis of the reasonable market price 
in the field. It is applicant’s claim, in effect, that this so-called emergency 
price is not in any substantial sense an initial price within the meaning of the 
act; and it is upon such basis of fact that applicant rests in part its further 
contention that the contract price as an entirety is the “rate” within the meaning 
of section 4 (d) of the act, and that until there is some further change therein 
agreed upon by applicant and Transco the provisions of section 4 (d) and (e) 
cannot apply. 

In its opinion In the Matters of Union Oil Company of California, et al. 
(G-4331, etc., Dec. 6, 1956) mimeo. op. No. 300, p. 5, the Commission denied 
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a similar motion to terminate made on behalf of certain applicants in that 
proceeding. The Commission said: 















The Court’s condemnation of unilateral filings in thé Mobile case was 
based upon its interpretation that section 4 provides for the filing, notice, 
and Commission review of changes in contracts which would be “otherwise 
valid”. Since United Gas Pipe Line Company’s proposed change to Mobile 
Gas Service Corporation was a unilateral change of a contract rate, it was 
not an “otherwise valid” change. Here, however, both buyer and sellers 
have agreed to the changes. It is our duty under section 4 to review these 
rates agreed to between the parties to determine whether they conform 
to the standards laid down in the act. 








































The foregoing, as well as other language of the Commission’s opinion, is 
adverse to applicant’s motion to terminate. The fact situation not being 
significantly different in this proceeding opinion No. 300 controls as to the 
disposition of such motion and the same is accordingly denied. 


The Merits 


The Commission’s Decision in the Union Oil Case—In the Matters of Union 
Oil Company, et al. (G—4331, etc., Dec. 6, 1956), mimeo. op. No. 300, there was 
presented the question whether the act permits the Commission to approve 
increased rates sought to be justified through evidence of arm’s-length bar- 
gaining, field prices and commodity or market value of the gas where there 
was no evidence that the increased rates are “no higher than necessary to 
encourage exploration for and production of known and future gas reserves”. 
(Id., pp. 4-5.) The Commission’s primary basis for dismissing the applied 
for rate increase was that none of the evidence presented by the applicants 
was designed to show what rates were needed either by individual producers 
or by the industry generally, to further exploration or other production functions. 

In its holding on this issue the Commission applied the doctrine of the recent 
decision in Detroit v. Federal Power Comm. (C. A., D. C., 1955) 230 F (2d) 810, 
817 (cert. denied 352 U. S. 829) that, “If the Commission contemplates increasing 
rates for the purpose of encouraging exploration and development—it must see to 
it that the increase is in fact needed, and is no more than is needed, for the pur- 
pose,” and concluded that the value method used alone did not provide objective 
standards for determining just and reasonable rates.” 

The Commission’s decision is essentially confined to consideration of the two 
factors of field price and incentive for exploration and development as standards 
of rate fixing, but its opinion makes further references to matters of evidence 
which require notice.. While it mentioned, in connection with its rejection of 
applicants’ contentions, that applicants’ evidence tended to establish that the price 
of gas as sold by their purchaser, Transco, to the latter’s customers in the New 
York-New Jersey-Pennsylvania area competed favorably with the price of coal 
and fuel oil for space heating and boiler fuel purposes, it appears that the opinion 
relates this observation to all the evidence submitted with respect to the explora- 
tion and development argument (mimeo. op. No. 300, at p. 9) ; and while it also 
said that it was not possible to strike a fair balance beween investor and consumer 
interests or to apply the end result test by use of the evidence of record (Jd., pp. 11 
and 12, resp.), here again it correlated the investor’s interest primarily, it seems, 
to revenues sufficient to promote exploration and development (Jd., p. 11) and 
based its views as to the end result test on the use of the value method alone (/d., 
pp. 11 and 12, resp.). 









7 The emphasis given in op. No. 300 to the exploration and development contention 
invites the observation that the contention inherently constitutes an appeal for a direct 
consideration of cost factors. 
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In the instant case it is believed that the exploration and development test may 
in all justice be avoided, without violence to the equitable rights of consumers or 
producers and in keeping with the end result requirement that the rate be capable 
of being found just and reasonable with reference to appropriate standards.” 

Accordingly, a matter for initial consideration is whether under established 
principles or precedents in the field of regulation value concepts are available 
so that the value evidence of record in this proceeding may be resorted to as a 
regulatory aid even if it be insufficient as providing in itself a regulatory formula. 

Value and Cost of Service—No evidence was offered on behalf of the applicant 
as to the cost of production of natural gas from its Adres Pousson No. 1 well and 
the merit of applicant’s case rests upon the validity of its contention that a just 
and reasonable rate may be determined under the act without the necessity of con- 
sidering cost-of-service data or determining cost-of-service elements. The cases 
of Federal Power Commission v. Natural Gas Pipeline Co. (1942) 315 U. 8S. 575, 
Federal Power Commission v. Hope Natural Gas Co. (1944) 320 U. 8. 591, and 
Colorado Interstate Gas Co. v. Federal Power Commission (1945) 324 U. S. 581, 
require first consideration in any decision going to the fundamentals of rate reg- 
ulation of the natural gas industry. 

In the first case the dissent viewed the majority holding as freeing the Com- 
mission from the compulsion of admitting evidence on reproduction cost (315 U. 8. 
at p. 606) ; the second case sanctioned the use by the Commission of actual legiti- 
mate cost as against the reproduction and trended original cost offered by the 
company (320 U. S. at p. 597) ; and the latter case, in effect, provided like sanc- 
tions to permit the Commission in determining the rate base to reject both 
the present market value of leaseholds and the commodity value of natural gas 
(324 U. S. at p. 600, 604-605) . 

In each of the three foregoing cases it was held, substantially, that the Con- 
stitution does not bind rate-making bodies to the service of any single formula 
or combination of formulas and that agencies to whom this legislative power has 
been delegated are free, within the ambit of their statutory authority, to make the 
“pragmatic adjustments” which may be called for by particular circumstances 
(315 U. S. at p. 586; 320 U. S. at p. 602; 324 U. S. at p. 605), and the latter two 
cases (Hope, Colorado Interstate) observed that Congress had provided no 
formula by which the “just and reasonable” rate is to be determined.” Further, 
each of these latter decisions explicity, or otherwise, rests finally on the “end 
result” doctrine, which is to the effect that it is the result reached, not the method 
employed, which is controlling and that if the rate order viewed in its entirety 


The “just and reasonable” or its converse the “unjust and unreasonable” standard 
is one that appeared in rate and regulatory cases at an early date. It affords an equitable 
standard as well as one relating to constitutional law and confiscation of property. See, 
Community Natural Gas Co. v. Corp. Comm. (Okla. 1988) 76 Pac. 2d 3938, 399-400. It 
may be observed that in Federal Power Comm. v. Hope Natural Gas Co. (320 U. S. at 
p. 628, ff.) Mr. Justice Jackson (dissenting) introduced a version of the exploration and 
discovery controversy by saying that compensation to be allowed for the production of gas 
could probably best be measured by a functional test applied to the whole industry (I/d., 
at p. 652, see p. 654); and that in the Colorado Interstate case he further developed 
these views by advancing in his concurring opinion the “most-favored-customer test” as 
one peculiarly adapted to the conditions of the natural gas industry, which avoided any 
fixing of a price which in the abstract would be high enough to operate to bring gas to 
market but no higher (324 U. S. at p. 612). While considering price as a tool Mr. Justice 
Jackson became involved more or less with the exploration and production factor disposed 
of by the Commission in its op. No. 300, supra, in other respects he is also concerned with 
price as representing what might be referred to as constituting an equitable division of 
value between the producer and consumer (320 U. S. at p. 647), having due regard to 
the more basic question of unjust enrichment of the owner of gas (Id., at p. 657), and 
the effects of the producer’s advantage based on scarcity and monopoly (Jd., at p. 655). 

*E. g., 320 U. S. at p. 601. 





















FEDERAL POWER COMMISSION 595 


meets the requirements of the act, review is at an end (Hope, 320 U. S. at p. 602; 
Colorado Interstate, 324 U. S. at pp. 603, 605, 606) .” 

The freedom of commissioners from review based on conformity with a formula 
or formulas was established, at least in so many words, in The Minnesota Rate 
Cases (1913) 230 U. S. 352, 434, if not earlier, and was thereafter followed in a 
number of cases,” the doctrine resting in part, apparently, upon the practical 
view, later expressed, that courts should avoid the use of a “rule or formula 
which changed conditions may upset”’.” 

While the earlier cases held that the basis of all calculations as to the reason- 
ableness of rates must be the fair value of the property,” the Hope and the Colo- 
rado Interstate cases cut the tie to fair-value-reproduction-cost formula, and rate 
fixing in those cases rested on Commission findings as to actual legitimate cost 
which included in plant the production facilities (Hope case, 320 U. S. at pp. 596, 
605, see dissent at pp. 628, 645-646; Colorado Interstate case, 324 U. S. at pp. 
604-605). The holding in the Hope case thus rests ultimately on a rejection by 
the Commission of the company’s evidence of reproduction cost and so-called 
“trended original cost” as too conjectural and illusory to be given any weight 
in the proceedings (320 U. S. at pp. 596-597, see p. 605) together with the fact 
that the end result of the order could not be condemned as unjust and unreason- 
able from the investor or company viewpoint (320 U. S. at p. 603),% and in the 
Colorado Interstate case upon a finding by the Commission that estimates of re- 
production cost new (production and gathering facilities) were too conjectural to 
have probative value and that original cost offered the best and only reliable 
evidence as to property values (324 U. 8S. at p. 604), as well as the fact that it 
could not be said as a matter of law that the Commission erred in including 
production properties at actual legitimate cost (324 U. S. at p. 605).™ 

This mode of cutting the “tie” was not inconsistent with the “fair value” de- 
velopment in cases decided by the court previously. It is to be noted that in 
The Minnesota Rate Cases (1913) 230 U. S. 352, 452, 455, the court said that 
the cost-of-reproduction method did not justify acceptance of results depending 
upon mere conjecture ; in Georgia Railway & Power Co. v. Railroad Comm, (1923) 
262 U. S. 625, 630, the court in effect held that there was no rule which required 
slavish adherence to reproduction cost new *; in McCardle v. Indianapolis Water 
Co. (1926) 272 U. S. 400, 411, where reconstruction cost new was used it was 
nevertheless said, in effect, that the reasonable cost of a property was good evi- 
dence of value at time of construction and would continue fairly well to measure 
value so long as there was no change in the level of applicable prices; in Los 
Angeles Gas & Electric Corp. v. Railroad Comm. (1933) 289 U. S. 287, 307, 311, 


*® This view involves “a standard of finance resting on stubborn facts”, i. e., to meet 
the investors’ requirement of revenue sufficient to cover operating expenses and an adequate 
return (Colorado Interstate, 324 U. S. at p. 605). 

21 See Georgia Ry. € Power Co. v. Railroad Comm, (1923) 262 U. S. 625, 630; Bluefield 
Water Works & Improvement Co. v. P. 8. C. (1923) 262 U. S. 679, 690; see also, West Ohio 
Gas Co. v. P. U. C. (1935) 294 U. S. 63, 70. 

2 2Los Angeles Gas € Hlectric Corp. v. Railroad Comm, (1933) 289 U. S. 287, 305. 

2 Smyth v. Ames (1898) 169 U. S. 466, 546; Minnesota Rate Cases (1913) 230 U. S. 
352 ; Southwestern Bell Telephone Company v. PSO (1923) 262 U. S. 276, 287 ; McCardle v. 
Indianapolis Water Co. (1926) 272 U. S. 400, 408-409; Los Angeles Gas € Electric 
Corp. v. Railroad Comm. (1933) 289 U. S. 287, 305; West v. Chesapeake & Potomac Teleph. 
Co. (1935) 295 U. S. 662, 671. See, Driscoll v. Edison Light &€ Power Co. (1939) 307 
U. S. 104. 

* Cf. Detroit v. Federal Power Comm. (CA, D. C., 1955) 230 F. (2d) 810, 819. 

% Adding, “That could be determined only on consideration of the end result of the 
rate order, a question not here under the limited review granted the case”’ (Id., at p. 606). 

*% Cf. Southwestern Bell Teleph. Co. v. P. 8. C. (1923) 262 U. 8S. 276, 288, where it was 


said, “Estimates for tomorrow cannot ignore prices of to-day”; Bluefleld Water Works 4 
Improvement Co. v. P. S. C. (1923) 262 U. 8. 679. 
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the court not only said that it had not decided that the cost of reproduction 
furnished an exclusive test of value but added that it had emphasized the danger 
in resting conclusions upon estimates of a conjectural character and rejected 
reconstruction cost new as furnishing, under the circumstances of the case, no 
dependable criterion of values for succeeding years; and in Railroad Commission 
v. Pacific Gas & Electric Co. (1938) 302 U. S. 388, 399, 400, it held that, under 
the circumstances of the case, taking historical cost as the rate base was not 
making a finding without evidence, the import of the state commission’s order 
being that the rate base so fixed represented that commission’s conclusion as 
to value for the purposes of fixing rates.” 

The foregoing is not set forth to minimize the effect of the decisions of the 
court in either Hope or Colorado Interstate as to cost considerations, but to sug- 
gest that any abandonment of “fair value” as formulated in Smyth v. Ames, 
169 U. S. 466, does not necessarily mean the abandonment of “value” so much as 
what had come to be looked upon as a “standard of evidence” with respect 
thereto.” 

In the Hope case the court said, in a dictum, that valuation of the natural 
gas production plant was essential to the rate-making function as customarily 
performed in this country ” and, in the Colorado Interstate case, repeated this 
view adding, however, that it did not say that the Commission lacked author- 
ity to depart from the rate-base method.” In both cases the question of valua- 
tion of production facilities was considered in some degree in connection with 
the advocacy of the use of the present market value of gas leases or the “fair 
field price” or “fair market value, as a commodity, of the gas” (Hope case, 320 
U. S. at p. 609, fn. 16; Colorado Interstate case, 324 U. S. at p. 600).™ While 
in each case the Commission’s use of actual legitimate cost was sustained, in 
the latter case it was explicitly recognized that natural gas has value.” 

In the Hope case the company produced about one-third of its annual gas 
requirements and purchased the rest under some 300 contracts with inde- 
pendent producers.“ The Commission included in the aggregate amount al- 


*7In the Hope case Mr. Justice Reed, dissenting, said: “. . . The evidence of reproduc- 
tion cost was rejected as unpersuasive, but from the other evidence they found a rate 
base, which is to me a determination of fair value . . .” (320 U. S. at p. 623). 

* For instance, in his concurring opinion in Driscoll v. Edison Light &4 Power Co. (1939) 
807 U. S. 104 at 122, Mr. Justice Frankfurter, after stating his objection to the courts 
giving “new vitality needlessly to the mischievous formula for fixing utility rates in 
Smyth v. Ames”, went on to say, “The only relevant function of law in dealing with this 
intersection of government and enterprise is to secure observance of those procedural safe- 
guards in the exercise of legislative powers which are the historic foundations of due 
process’. See also, Charleston v. Public Service Commission (W. Va. 1931) 159 SE 38, 41. 

2 320 U. S. at p. 614, fn. 25. 

#324 U. S. at p. 601. Cf., Detroit v. Federal Power Comm. (CA, D. C., 1955) 230 F. 
(2d) 810, 814-815, particularly 818. 

* But, as to the Colorado Interstate case, it does not appear that in the proceeding, 
initiated as Matter of Canadian River Gas Company, et al. (G—124, etc., 1942) 3 F. P. C. 
82, the Commission specifically disposed of any such question. 

2324 U. S. at 603: “Obviously it has value. The act does not say that the Commission 
would have to value it at the fair field price if the Commission abandoned the rate-base 
method of regulation.” As to the question of fixing rates in the absence of a formula 
provided by Congress by which the “just and reasonable” rate is to be determined, see 
the Hope case, 320 U. S. at p. 603 and the dissent of Mr. Justice Reed therein at pp. 620— 
621; and the Colorado Interstate case, 324 U. S. at p. 589, including the reference to 
“statutory scheme of regulation’ made with respect to the matter of allocations. In 
Reagan vy. Farmers’ Loan and Trust Co. (1894) 154 U. S. 362, 399, it was stated that 
it has always been a part of the judicial function to determine whether the act of one 
‘party (whether that party be a single individual, or organized body or the public as a 
whole) operates to deprive the other party of any rights of person or property. 

320 U. S. at p. 594, n. 1. 
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lowed for annuai operating expenses an amount which was not contested for 
the cost of such gas purchased.“ In the Colorado Interstate case the producing 
company, Canadian River Gas Company, produced from its own properties all 
the gas which it sold—such properties consisting of certain gas leaseholds and 
producing properties transferred to it by an affiliate at a write-up.” The ap- 
parent consensus in Hope that a test of regulation of the independent producer 
was not required for the ascertainment of a just and reasonable rate under 
the Act is distinguishable from the situation in Colorado Interstate and relates, 
presumably, to the matters to which the Commission referred in the Matter of 
Columbian Fuel Corporation (G—143, 1940) 2 F. P. C. 200, 207, 208, i. e., whether 
circumstances existed whereby interests with sufficient control in a given 
field were or were not able to weaken the force of competition or to maintain 
an unreasonable price despite the appearance of competition.” 

Rate-making decisions in the United States Supreme Court have treated some- 
what inconclusively of the ultimate values to attach to the function of produc- 
tion of natural gas. Under the influence of the rate-base method, the issues have 
generally concerned the valuation of leaseholds and fee lands, with gas purchased 
under contracts being treated (in the lower courts at the least) as a cost to 
be reflected in operating expenses.” In United Fuel Gas Co. v. Railroad Com- 
mission (1929) 278 U. 8S. 300, 310, 311, 314, the producer company, owning or 
controlling some 815,000 acres of various classes of gas producing lands in 
widely scattered areas, contended that the production property should be in- 
cluded in the rate base. The company, however, did not accept either cost or 
market value as the basis of valuation of its gas rights but claimed a value based 
upon estimates by experts of profits to be derived from the sale, in an assumed 
unregulated market, of the quantity of gas estimated to underlie the proven 
and probable areas. The company also claimed an alternative value based upon 
the alleged exchange value of the gas field based also upon an assumed supply and 
a predictable price in an unregulated market. These estimates the court re- 
jected for their common reliance on an assumed earning capacity resting upon 
various speculative data and uncertain predictions, including the inadmissible 
assumption that the price to consumers would remain unregulated in markets 


*% 320 U.S. at p. 614, n. 25. 

% 324 U. S. at pp. 585, 606, 608. At the time of the rate proceeding the property con- 
sisted of some 300,000 acres of natural gas leaseholds and 94 operating wells. In Phillipa 
Petroleum Company v. Wisconsin (1954) 347 U. S. 672, 675, 685, the producer in fact 
purchased approximately 50 percent of the gas sold by it to interstate pipeline companies. 
In this latter case the court observed that regulation of the Phillips sales to the pipelines 
would not be essentially different from regulation of sales made by an affiliate of an 
interstate pipeline company. 

%* The Commission also said that a determination based on a broad concept of its juris- 
diction would lead it into attempts to deal with the complicated interrelationship between 
the natural-gas industry and the oil industry (/d., p. 207). Another relevant feature is 
that in the Matter of Canadian Riwer Gas Company, et al. (G—124, ete., 1942) 3 F. P. C. 
32, 49, 50, the Commission said that the record showed that the Canadian acreage was 
considered among the very best in the entire field and that the Texas Panhandle field 
and the adjacent Hugoton field were the largest known reservoirs of natural gas in the 
world and that companies relying upon these fields, directly or indirectly for their source 
of supply, may be expected to continue in business for many years to come. (50-51) 

EE. g., Newark Natural Gas & Fuel Co. v. Newark (1917) 242 U. 8S. 405, as to gus 
purchased. See comment of the District Court in United Fuel Gas Co. v. P. 8. C. (D. C., 
S. D., W. Va., 1926) 14 Fed. 2d 209, P. U. R. 1927 A 707, 738 to the effect that if the 
company had bought gas from someone else for distribution, what it paid to the seller 
would form a part of its operating costs, at least whenever it and the seller had no 
connection with each other and dealt at arm’s-length, in whieh event the value of the gas 
reserves owned by the concern which sold the plaintiff gas would have nothing to do with 
the value of the latter’s property used and useful in the publie service.. 


506455—59-—_40 



































































































































































598 FEDERAL POWER COMMISSION 





yet to be established, and approved, instead, the lower court’s finding that the 
value of the gas field did not exceed book cost or value.” The court accepted 
book value, “not as evidence of the real value of the gas field, but as an assumed 
value named by the appellants, which, on the evidence presented cannot reason- 
ably be fixed at any high figure” (Jd., p. 318). The court further commented that 
the appellants’ evidence going to exchange value was not based on “prevailing 
prices for gas leases or on actual sales” (Id., p. 316). Again, in Dayton Power 
é Light Co. v. P. U. C. (1934) 292 U. S. 290, 296, where the appellant was a dis- 
tributing company owning no wells, buying the gas it required for distribution 
from an affiliated producer owning leases covering nearly 3,000,000 acres in 
‘Ohio and elsewhere, including areas held as a standby for the future, the court, 
stating the ultimate issue to be confiscation vel non—that is, of the property 
interests of the appellant, rejected intrinsic values based upon estimates of 
experts, for reasons in part similar to those expressed by it in the United Fuel Gas 
case, supra. It commented here too that the testimony was not based to any 
controlling extent on prevailing prices for leases or on actual sales except such 
as were few, sporadic, “separate in time and space, and at prices too disparate 
to supply a helpful test of value” (Jd., p. 300), and added that it was obvious 
“that the prices upon sales were playing a subordinate role, and that the ulti- 
mate appraisal was a forecast of productive power” (/d., p. 301). The court 
also compared such prices with lower prices actually paid by the company for 
leaseholds in comparatively recent acquisitions. Here again, as in the United 
Fuel Gas case, supra, book value was said to be acceptable for lack of anything 
better.” 

Some of the state commissions and courts have rendered decisions which also 
reflect consideration of matters similar in nature to those discussed in the 
immediately foregoing decisions of the United States Supreme Court,” and 
certain of such eases, pointing out a lack of evidence as to value, have neverthe- 
less implied that an estimate of market value of leases (leasehold valuation 
or the value of the leases as such) might validly rest upon an adequate investi- 
gation of values in the neighborhood (Re United Fuel Gas Co., (W. Va. PSC, 
1925) P. U. R. 1925 B, 705, see 724). Indeed, while the West Virginia Com- 
mission has rejected evidence as to the value of gas in the ground, it has said, 
in effect, that it was a matter of common knowledge of which it might take 
notice that leases or leaseholds are subject to sale and are offered for sale in 
the market and therefore have a market value reflecting the right to “mine 
and operate” for gas and the right to produce the same when found (Jd., at pp. 


* It appeared that the actual cost of the “gas field” was substantially less than the book 
value assigned to it, but with respect to its claimed value for “improbable acreage” the 
company used present estimated cost of acquisition. (Id., pp. 314, 316.) 

* On the question of what type of leases should be appraised for inclusion in the valua- 
tion of the property, the court comments, obiter, that the very reason for including in 
operating expenses a depletion allowance is to make provision for a fund out of which 
a public utility may replenish capital by the purchase of other leases (/d., p. 302). See, 
Natural Gas Pipeline Co. case, 315 U. S. at p. 593; Hope case, 320 U. S. at p. 606; 
‘Colorado Interstate case, 324 U. 8. at p. 604 and before the Commission, 3 F. P. C. at 
pp. 50-51. Correlated as this may be with the duty of a utility to maintain service in 
any given instance or instances in areas served or adjacent thereto, there is no authority 
available for the purposes of this decision which would justify the assumption that the 
natural gas industry as a whole could adapt itself to such a method of doing business 
from which a much broader public service may be derived. 

# See, Re United Fuel Gas Co. (W. Va. PSC, 1925) P. U. R. 1925 B 705, 721-726, 727- 
729, 738; see, Charleston v. PSC (W. Va. 1923) P. U. R. 1924 B 601, 616-618, and 
Wheeling v. Natural Gas Co. of W. Va. (W. Va. 1934) 5 P. U. R. (NS) 471, 481, 175 S. E. 
339. Cf. Erie v. PSC (Pa. Sup. Ct., 1924) P. U. R. 1924 D, 89, 102; and Re American 
Indian Oil & Gas Co. (Okla. Corp. Comm., 1928) P. U. R. 1928 C, 815. 
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734, 737-738). However, in such valuation certain pertinent limitations are 
to be observed deriving from the nature of the extensive assembled holdings 
of a utility company and the limited market in which the leases might be 
disposed,“ and it is to be further noted in this connection that it appeared in 
this (Jd., pp. 729-730) and in earlier proceedings before the West Virginia 
Public Service Commission that, substantially, there was practically no market 
for gas produced by independents except by sale outright at the well mouth 
to gas pipe line companies having a monopoly of production in the immediate 
territory adjacent to their lines“ or to local industrial plants where the sale 
was governed wholly by local conditions.* 

A result of a less complex character was arrived at by the Pennsylvania 
Supreme Court in Erie v. Public Service Commission (1924) P. U. R. 1924 D 89, 
123 Atl. 471,“ where the present market value rule was applied, again not on 
the selling price of a cubic foot of gas as applied to the supposed quantity in 
a given field, but on the value of the land as a whole or at so much an acre* 
giving legal effect to the testimony of witnesses going to general market 
value.” Certain other commission and court cases have recognized substantially 
the same or similar principles.“ 

Certainly, it can only be concluded that as to production facilities value 
properly applied can be resorted to for the purposes of fixing natural gas rates. 
The valuation of gas leaseholds has not been the only method accepted for the 


“ Logan Gas Co., et al. v. Public Utilities Commission (Ohio 1931) 177 N. E. 587, at 
587: Columbus Gas ¢ Fuel Co. v. Public Utilities Commission (Ohio 1933) 187 N. E. 7, 12. 
See also, Natural Gas Company v. Public Service Commission (W. Va. 1924) 121 S. E. 716, 
719-720, where it was said that situated as the gas leaseholds were it was almost incon- 
ceivable that there could be an open market for the company’s gas leaseholds which would 
not be based upon rates at which gas was sold to the public (Jd., at p. 720). 

“& Re Manufacturers Gas Co., et al. (Final Report and Opinion, Ogden, Comm’r. (1914)), 
First Ann. Rep. PSC, W. Va., 325, 345. 

48 Re United Fuel Gas Co. (W. Va. PSC 1925) PUR 1925 B 705, 726, see p. 729. 

4 See also Borough of Grove City v. Union Heat & Light Co. (Pa. PSC 1933) PUR 1933 
E 89, 93-94; Cf. PUC v. Equitable Gas Co. (Pa. PUC 1945) 61 PUR (NS) 113, 116, and 
Equitable Gas Co. v. PUC (Pa. Super Ct., 1947) 68 PUR (NS) 65,72. The West Virginia 
Commission reconciled any difference between its conclusion and that of the court in the 
£rie case on several grounds—that there existed in West Virginia no local markets where 
sales prices could be obtained for determining value, that there was no evidence in the 
West Virginia proceeding of the value of gas leases as such, and that in the same pro- 
ceeding the gas company was not an owner in fee of its gas lands (Re United Fuel Gas Co. 
(W. Va. PSC 1925) PUR 1925 B 705, 728, 731, 735-736, see p. 757). But in United 
Fuel Gas Oo. v. Public Service Commission (D. C., S. D., W. Va., 1926) PUR 1927 A 707, 
727-728, 14 Fed. 209, the District Court questioned the latter distinction on the ground 
that in fact practical rather than technical considerations distinguishing fee and lease 
ownership may govern. This same distinction was passed by the United States Supreme 
Court in United Fuel Gas Co. v. Railroad Comm. (1929) 278 U. S. 300, 316 on the assump- 
tion that either fee or lease or contract would confer to the extent possible full legal 
control over the gas available beneath the surface subject to capture. 

4 PUR 1924 D, at pp. 102, 103, 103-104, limited to that “used and useful’ for service 
or reasonably necessary to the company’s life. 

46@PUR 1924 D, at p. 101. The consideration of various matters, including productivity, 
is involved, “Ordinarily a witness in chief is not permitted to give details of cost or price, 
but they are considered by the witness when forming an opinion as to market value.” 
(Id., pp. 101, 103-104.) 

47Re Pawhuska Oil &€ Gas Co. (Okla. Corp. Comm. 1917) PUR 1917 D, 947, 956; 
Okmulgee Gas Co. vy. Corp. Comm. (Okla. Sup. Ct. 1923) PUR 1924 B, 249, 265-266; 
American Indian Oil € Gas Co. v. City of Poteau (Okla. Sup. Ct. 1925) PUR 1926 A, 236, 
241, 235 Pac. 906, 908; Lone Star Gas Co. v. Corp. Comm, (Okla. Sup. Ct. 1934) 7 PUR 
(N. 8S.) 490, 504, 19 Pac. 2d 547. Also, Wheeling v. Natural Gas Co. of West Virginia 
(W. Va. PSC 1933) PUR 1933 D, 1, reviewing the holdings of the commission and the 
courts in that state on the subject of leasehold valuation for the 15 preceding years (pp. 
35-42) and applying the rules of evidence to the facts of record in this case to determine 
the market value of leaseholds, a lengthy discussion (pp. 43—49). 
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purpose of determining equitable rates, or testing with respect thereto, where 
gas production is involved. Thus, in Re Western Natural Gas Co. (Okla. Corp. 
Comm. 1918) PUR 1919 B 76, 78-79, where it was not clear what portion of the 
investment should be charged against present users of natural gas, to secure 
an “equitable rate adjustment”, the Commission proposed to separate the pro- 
ducing from the distributing end of the business and allow a reasonable price for 
gas at the well, but, lacking sufficient evidence, used instead an estimate of 6 
cents per M. c. f. for value of natural gas at the well, based upon estimates 
made available by various public service corporations.® 

So, in Re American Indian Oil € Gas Co. (Okla. Corp. Comm. 1928) PUR 
1928 ©, 815, 821-822, 824, 828, counsel for the consumers contended that the only 
method theretofore approved by the courts involved the inclusion of the value 
of leases in a rate base, while counsel for the applicant contended that the 
method was not exclusive and that where gas at the mouth of the well had an 
established and independent market, the property could be more accurately 
valued by using the market value per M. c. f. of gas at the well. Noting that in 
the application of any method for the valuation of production property great 
difficulty is experienced for the reason that it is entirely possible, as indicated by 
the testimony in the case, that gas leases may be obtained merely for the expense 
of drilling the gas wells and without any initial investment in so far as the 
leases are concerned, and that the applicant did not contend that it had any 
reserve leases being held for the use of the public upon which it sought a valuation, 
the Commission fixed a market value of the property or gas actually being used 
on the basis of a private independent market whereby applicant could sell its 
gas at the well at the market price of 9 cents per M. ec. f., rejecting, however, 
applicant’s counsel’s contention so far as it involved use of a unit price applied 
to an estimate of the amount of gas in the field.” On appeal (City of Poteau v. 
American Indian Oil & Gas Co. (Okla. 1932) PUR 1933 C, 318, 324, 18 Pac. 
(2 (d)) 523, the order of the Commission was modified, not on the ground that 
the court found fault with the company’s contention that it was entitled to a 
fair value for the gas which it had captured, but because it seemed that the 
Commission had allowed the company to pay itself 8 cents per M. ec. f. for gas, 
whereas the company operated its entire system (production and distribution) as 
one concern. Again, in Re M £M Pipe Line Company (Texas Railroad Comm., 
1935) 11 PUR (N. §.) 234, 245, 246-247, a case which was subsequently reversed 
on grounds of want of jurisdiction over mere producers (Humble Oil & Refining 
Co. v. Railroad Comm. (Texas, 1939) 29 PUR (N. S:) 94, see 102, 128 S. W. (2d) 
9), the Texas Commission fixed a wellhead price to be charged the pipeline 
company at 5 cents per M. c. f. for casinghead gas, a large portion of which was 
repressured during processing in an extraction plant and a smaller portion was 


“Cf. Okmulgee Gas Company v. Corp. Comm. (Okla. 1923) PUR 1924 B, 249, 265-266, 
where the court in remanding directed the Commission to find the value at the well of 
natural gas produced by a producer and held that a fair price of gas in each particular 
field or locality must be determined by “the evidence in each particular locality”. Also, 
McThwaite Oil @€ Gas Co. v. City of Ada (Okla. Corp. Comm. 1927) PUR 1927 D, 
833, 836-837, where, on the basis of market prices prevalent throughout the state, the 
Commission determined the existing contract rate sufficient and denied an increase. 
“The capture-ownership theory of gas is discussed, Jd., at p. 823. At pp. 824-825, 
the opinion of the Commission cites and explains the Western Natural Gas Co. case, supra, 
PUR 1919 B, 76. In prior rate proceedings before the Commission (PUR 1924 BE, 114, 
124) evidence offered on behalf of the company was rejected as not probative of the value 
of leaseholds for reasons similar to those given in Charleston v. PSC (W. Va., 1923) 
1924 B, 601, 120 S. EB. 398 (supra). On appeal (American Indian Oil & Gas Co. v. City 
of Poteau (Okla. 1925) PUR 1926 A 236, 235 Pac. 906) the Oklahoma Supreme Court 
affirmed, citing with approval both Charleston v. PSC, supra, and Erie v. PSC, supra. 
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delivered direct from a dry gas storage sand. Treating the gas as free after 
extraction, and adding to the cost of repressuring the gas at the extraction plant, 
the average price of the gas in the county according to the sworn quarterly 
reports of the producer to the state comptroller, the Commission obtained a total 
value of the gas somewhat less than the 5 cents allowed, which it compared 
with a cost calculation based upon a rate-base method. While the Commission 
apparently preferred the latter method of fixing a well-head price for gas to be 
charged the pipeline, it gave emphasis to its consideration of the average prices 
set forth in the producers sworn reports to the State comptroller and to off- 
setting factors, including the fact that the producer was thus obtaining revenues 
in addition to those contemplated when the gasoline plant was built, as well as 
the fact that it paid royalty on the basis of the same sworn reports.” The 
West Virginia Public Service Commission had earlier tested the reasonableness 
of rates by using a “cost of the service as determined by market prices” in which, 
as far as production was concerned, it gave consideration to the market prices 
of sales actually made of the product by independent producers throughout the 
gas producing territory, the average sale price of sales of industrial gas made 
throughout the state, and other similar matters.“ The resulting well-mouth 
rate, 6 cents per M. c. f., was applied to the business and production of the 
defendant companies.” 

Thus, it can properly be concluded that under appropriate circumstances 
“price” may be used as an aid in determining natural gas rates. The West 
Virginia Court of Appeals observed in Charleston v. PSC (1923) PUR 1924 B. 
601, 621, 120 S. E. 398, that upon whatever theory the present fair value be 
found, the value of the leaseholds and the value of the gas in the ground repre- 
sent one and the same thing. The standards for determining value discussed 


in Erie v. PSC (Pa. Sup. Ct., 1924) PUR 1924 D 89, 100, 101, 123 Atl. 471, in 
the matters considered by the West Virginia Commission in Re United Fuel Gas 
Co. (1925) PUR 1925 B 705 (see pp. 737-738), and in Dayton Power & Light Co. 
v. PUC (1934) 292 U. S. 290, 300, do not settle the matter as to whether the 
value of the lease and private well-mouth price of gas are subject to alternate 
use in determining the matters of a just and reasonable rate, but the indications 


® The Commission condemned the producer’s practice of using one well-head price when 
selling gas to the pipeline and another when calculating royalty payments as unfair to 
both the pipeline and its consumers as well as to the royalty owners (/d., p. 247). It 
referred to the contract as “hard driven and unreasonable” (p. 240) and noted that the 
producer occupied a “most strategic position with reference to the gas supply” needed 
by the pipeline (p. 241). The Gas Utilities Act of Texas was passed by the legislature 
in 1920 (p. 241). It may be noted that the Oklahoma legislature enacted a statute in 
1913 authorizing the Corporation Commission to fix rates between producers and pipelines 
where the parties could not agree (Re American Indian Oil & Gas Co. (Okla. Corp. Comm. 
1928). PUR 1928 C, 815, 824; see Okla. St. 1951, Title 52, Sec. 233). 

S| Re Manufacturers Gas Company, et al. (Final Rep. and Opinion, Ogden, Comm'r., 
1914), First Ann. Rep. 325, 380-381, 382-383. The opinion had commented on the excel- 
lent accounting system used in recent years by these companies and the fact it had been 
impossible for the Commission to make an entirely new appraisement and valuation of 
the properties involved (Id., pp. 371, 372.) 

7d., p. 384. The companies (1912) produced 16,323,455 M. c. f., purchased 14,932,995 
M. c. f., and sold 31,256,450 M. c. f., and the Report arrived at a nominal market rate 
to West Virginia customers of 10 cents per M. c. f. (Jd., pp. 363, 384; see preliminary 
rept., Id., p.3817). How this consideration entered into the system of rates adopted in 
the order of April 22, 1914, cannot be ascertained (Id., pp. 294-312, see pp. 317-324, 
and Manufacturers Light 4 Heat Co. v. Ott (Dist. Ct., N. D., W. Va., 1914) 215 Fed. 940, 
950-952 (denial of injunction) and same (1916) 242 U. S. 664 (dismissing appeal) ). 

53 See, Re American Indian Oil & Gas Co. (Okla. Corp. Comm. 1928) PUR 1928 C, 
$15, 825. Also, Pittsburgh v. Pittsburgh and West Virginia Gas Co., et al. (G-627, ete., 
1948) 7 FPC 112, 118. 
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in these cases and the other cases hereinabove cited are that under given con- 
ditions they may be.™ 

Beyond these considerations lie further questions related to tests of the 
adaptability of the cost method to the area of exploration, development, and 
production in the izdustry, in the ultimate determination of a rate for natural 
gas where consideration of the incentive for exploration and development is 
not immediately involved.” 

One of the basic questions in utility regulation of the rate-base character is 
the determination of what is to be considered as “used and useful” property. 
The Commission has included in the rate base the cost of gas acreage held for 
future use,” particularly where there is no evidence that the company has 
acquired large blocks of unoperated acreage to obtain a monopoly on the source 
of supply, and there is evidence that all of its unoperated acreage is necessary 
and useful, or imminently useful, in rendering gas service.” It also allows for 
exploration and development costs.* However, the United States Supreme 
Court has held that there is no need to include in the rate base the value of 
fields not presently in use, “unless the time for using them is so near that they 
may be said, at least by analogy, to have the quality of working capital”, a 
determination lying within “the margin of a fair discretion” to be applied “for 
every producer by the triers of the facts in the light of all the circumstances”.” 
It is to be noted that in Erie v. Public Service Commission (Pa. 1924) PUR 1924 
D 89, 103, 105, 123 Atl. 471, it was said that in ascertaining what part of the 
value of the gas lands should be included in the rate base consideration must 
be given to the purpose for which the additional holdings were acquired and 
the physical characteristics unique to this class of land, but that the purpose 
for which the lands are secured must be fairly essential to the life of the 
business. 


5% See, Stephenson, Valuation of Natural Gas Properties (Geology of Natural Gas, the 
American Association of Petroleum Geologists, June 1935) ; also Smith-Wimberly Report, 
Natural Gas Investigation (FPC Docket No. G—580, 1948) p. 211; and Cf. Pitteburgh v. 
Pittsburgh and West Virginia Gas Co., et al. (G—627, etc., 1948) 7 FPC 112, 119. 

In Detroit v. Federal Power Comm. (CA, DC, 1955) 230 F. (2d) 810, 818, the Court 
also said: “In view of the primary orientation of the act toward the maintenance of 
low prices for the consumer, we do not preclude the possibility that a rate increase might 
be unlawful even though no lower rate could encourage gas production by pipeline com- 
panies”. No basis is revealed in the evidence in this case for concluding that an allow- 
ance in the rate for the incentive for exploration and development by this particular 
applicant is essential or appropriate. 

56 Pittsburgh v. Pittsburgh and West Virginia Gas Co., et al. (G—627, etc., 1948) 7 
F. P. C. 112, 120; see Smith-Wimberly Report, Natural Gas Investigation (F. P. C. Docket 
No. G-580, 1948) p. 211. 

St In the Matter of Hope Natural Gas Company (G-—118, etc., 1942) 3 F. P. C. 150, 174. 

58 See, Matters of Northern Natural Gas Co. (G—1382, etc., 1952) Mimeo. Opinion No. 
228, p. 19. 

5 Columbus Gas ¢ Fuel Co. v. PUC, et al. (1934) 292 U. S. 398, 406. In Dayton 
Power ¢ Light Co. v. PUC (19384) 292 U. S. 290, 301-302, the court sets forth the two 
opposing views, one, that the discretion of the owner as to the extent of the reserve 
essential for prudent management ought not to be overridden by a court unless proved by 
convincing testimony to have been arbitrary—two, that the value of reserve leases 
acquired by the owner to supply the needs of a remote future are not a part of the rate 
base upon which profits are presently to be earned at the cost of the consumer, particularly 
where provision of a depletion allowance makes available funds out of which capital 
may be replenished by the purchase of other leases. The court, declined to express a 
choice between the two foregoing views, saying that the case did not require it. 
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A related problem concerns the allowances for losses incurred in past unsuc- 
cessful exploration for natural gas and development of natural gas leases. These 
have been disallowed under given circumstances by regulatory commissions,” and 
their inclusion may be hard to justify except the circumstances in support thereof 
be unusual,” a view substantially supported by conclusions drawn from the Com- 
mission’s natural gas investigation,” as well as being supported by the basic con- 
cepts of public utility regulation that the community does not underwrite invest- 
ment losses and regulation does not guarantee a return.“ As was said in 
connection with the Commission’s natural gas investigation, “Prudence of ex- 
penditure is an especially nebulous concept to apply in the case of highly uncer- 
tain ventures such as searching for and producing natural gas”.™ 

Lest the import of all of these phases of the cost approach be considered to fall 
simply within the scope of permissible “pragmatic adjustments” which agencies 
are authorized to make within the “ambit of their statutory authority” as a 
mere matter of administrative freedom and expert judgment in the use of for- 
mulae in the balancing of consumer and investor interests,” consideration might 
well be given to the testimony of a member of the Commission testifying in sup- 
port of a report of a majority thereof in hearings in May 1949, before a sub- 
committee of the Senate Committee on Interstate and Foreign Commerce on 8. 
1498, a bill to amend the Act, to the effect that in allowing cost of the search for 
natural gas in new territory “The Commission would be in duty-bound to keep 
in touch with the company and advise them as to whether they felt that the 
expenditures were improvident”, with reference ir some manner, it seems, to the 
regular line of activity in the exploration for oil and gas.” 

In this connection reference may well be had also to the Supreme Court’s de- 
cision in Federal Power Comm. v. Panhandle Eastern Pipe Line Co. (1949) 337 


U. S. 498, where the court denied the Commission’s claim of authority to control 
the transfer of leases by a natural gas company and clearly rejected the concept 


So, Re Western Natural Gas Co. (Okla. Corp. Comm. 1918) PUR 1919 B, 76, the 
Commission refused to permit losses to be recouped in gas rates to be charged in the future, 
which losses arose from expenditures made at a time when production was promising 
and competition in the field was keen—especially, in view of the fact that the investments 
were not made solely for the purpose of producing gas, but it spoke of the result as 
regrettable (pp. 77-78). In Re Havre Natural Gas Co. (Mont. PSC, 1927) PUR 1927 D, 
811, 817, the Commission excluded from the rate base expenditures made in a 12-year 
period in connection with the unsuccessful exploration for additional gas in an area 
where gas had been previously discovered, saying “However praiseworthy these efforts 
have been, they are not entitled to be valued and passed into the rate base.” 

“The United States Supreme Court has held that past losses are not to be capitalized 
as property on which the fair return is based, particularly when not a part of the develop- 
ment cost and due to an insufficiency of previous rates, Georgia Railway & Power Com- 
pany v. Railroad Comm. (1923) 262 U. S. 625, 632. Perhaps more broadly, deficits in 
the past do not afford a legal basis for invalidating rates, otherwise compensatory, any 
more than past profits can be used to sustain confiscatory rates for the future, Los Angeles 
Gas & Electric Corp. v. Railroad Comm. (1933) 289 U. 8S. 287, 313. Cf. Federal Power 
Comm. v. Natural Gas Pipeline Co. (1942) 315 U. S. 575, 590-591. 

«2 Smith-Wimberly Report, Natural Gas Investigation (G—580, 1948) p. 209. 

® The Minnesota Rate Cases (1913) 230 U. 8, 352, 454; Federal Power Comm. v. Natural 
Gas Pipeline Oo. (1942) 315 U. 8. 575, 590. 

% Smith-Wimberly Report, supra, p. 209. 

® See, Federal Power Comm. v. Natural Gas Pipeline Co. (1942) 315 U. S. 575, 586; 
Federal Power Comm, v. Hope Natural Gas Co. (1944) 320 U. S. 591, 602. See, Colorado 
Interstate Gas Co. v. Federal Power Comm, (1945) 324 U. S. 581, 605. 

Hearings (8ist Cong., First Sess.) pp. 4-11 (for report of the majority of the Com- 
mission), and pp. 297, 299, 301, 325-326, and, specifically, p. 327 (testimony with refer- 
ence to the general subject of losses in exploration). 
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that under the Act the Commission would have any such wide control over the 
production of natural gas as the above testimony would seem to imply.” 

Thus the foregoing view expressed in testimony on 8S. 1498 confronts the 
-court’s decision in Panhandle Eastern Pipe Line Co., supra (337 U. S. 498), with 
something of a contrariety, and, in the absence of an appropriate invocation of 
cost concepts such as by claims for exploration and development allowances, 
would reduce to nullities essential and apparently still valid doctrines as to the 
rights of management set forth in a number of its decisions, including Banton v. 
Belt Line Railway Corp. (1925) 268 U. 8. 413, 421, and Wolff Packing Co. v. Court 
of Industrial Relations (1933) 262 U. 8. 522, 539.* 

Excluding the question of fixing a rate designed to further exploration or other 
production functions, there is no apparent basis for concluding that the “recog- 
nizable meaning” and “anchor” doctrine enunciated in behalf of the rate-base 
method by the Court of Appeals in Detroit v. Federal Power Commission (C. A., 
D. C., 1955) 230 F. (2d) 810, 819, is controlling in these rate proceedings and the 
posture of that case before the Court leads to the conclusion that it is not (Jd., 
pp. 817, 819)®. 

The foregoing well may not constitute a sufficient or proper basis for a general 
conclusion that cost has no function in the determination of rates for independent 
producers, but it is deemed to be sufficient to raise a question of such gravity and 
import as to justify the conclusion that under the circumstances of this case there 
was not a prevailing burden upon the applicant to submit production cost data. 

The question remains, however, as to whether the applicant has met the burden 
of proof with the evidence which it has introduced in these proceedings. 


Value at the Source 


It is to be again noted that the Commission’s decision in Matters of Union Oil 
Company of California, et al. (Docket No. G—4331), supra, is based primarily 
upon the emphasis given to an asserted, if not claimed, need for giving specific 
consideration to the exploration and development factor which, in the very nature 
of things, can be related only to the working interest. The decision does not say 
that natural gas sold pipelines by or no behalf of other interests may not be 
priced according to the nature of such interests at the time of sale, nor that a 
just and reasonable price predicated for such gas may not, under the act, be 
resorted to in determining a price for the working interest gas. 

The evidence is to the effect that the block constituting applicant’s Adres 
Pousson No. 1 development, is burdened, generally, with the customary land- 
owners’ royalty of one-eighth, an overriding royalty in the amount of one-eighth 


® As to the doctrine of “implied power”, the court’s decision poses the following as to 
the “extension” provisions of Section 7 of the Act (pp. 508, 509, fn. 14) : “‘Would it soon 
be contended that statutory power to require extensions of service, Sec. 7 (a), included 
power to require exploration or acquisition of leases ...” (italic supplied). In 
this regard, on the basis of the court’s earlier reference to the rate provisions of the Act 
(Id., p. 508), an inquiry to a like end could have been as appropriately addressed to rate 
provisions of the act with a change of the word “require” in the above quotation to “deny.” 

®In Banton v. Belt Line Railway Co. the court said, in effect, that broad as was the 
power to regulate, the management and right to control the business policy of the company 
belonged to its owners. (Jd., p. 421.) In Wolff Packing Co. v. Court of Industrial Rela- 
tions, the court said that to say a business is clothed with public interest is not to import 
that the public may take over its entire management and run it at the expense of the 
owner (Jd., p. 539). 

* Not only did the Court carefully phrase its opinion to apply to “pipeline-produced 
gas” and to “such a case as this’, but with respect to its other phraseology the conven- 
tional rate-base method, so far as can now be ascertained, has not been “repeatedly” 
used by Commissions or “repeatedly” by the courts as a means of arriving at lawful rates 


to be charged by mere producers (Cf., Detroit v. Federal Power Commission, supra, at 
p. 818). 
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of fifty-seven/sixty-fourths, and a one-eighth carried working interest through 
the first wholly-owned well and the amount of seven-sixty-fourths. Exploration 
and development costs are not cast upon the royalty, nor, in this case, upon the 
carried working interest through the initial drilling.” The determinative work- 
ing interest in the block of fifty-seven/sixty-fourths owned by Forest Oil Corpora- 
tion and its partners carriers an entitlement of only some 62 to 68 percent of the 
gross production.” 

Several witnesses testified to prices paid in Southern Louisiana for natural 
gas as sold in bulk (royalty gas and working interest gas) for use in both 
interstate and intrastate markets. Some seven major pipeline companies 
along with several active intrastate markets compete in the area for the 
available supplies of uncommitted gas. The local or intrastate markets con- 
sist of an extensive refinery operation, chemical plants in the Lake Charles 
area, Baton Rouge industries, and chemical and other type plants along the 
Mississippi River, as well as several generating stations throughout the area. 

Under a number of contracts dated 1954-1955, not under suspension by this 
Commission, Transco purchases gas at 16 cents per M. c. f. for deliveries rang- 
ing from 500 M. c. f. to 30,000 M. c. f. per day. ‘Tennessee Gas Transmission 
Company has recently purchased gas in the same general area at 18 cents per 
M. ec. f. (inclusive of tax) and United Fuel Gas Company at 16 cents per 
M. ec. f.%¢ A witness experienced in the negotiation of pipeline contracts for 
the purchase of natural gas testified that intrastate markets pay varying prices 
up to 20 cents per M. c. f. on new 20-year contracts and that he knew of no 
gas selling in South Louisiana from approximately mid-1954 on long-term 
dedication for less than 16 cents per M. ec. f. except in circumstances where 
the seller had no connection or was situated under stress conditions. The 
manager of the Gas Division of The Texas Company, charged with the re- 
sponsibility of supervision of the marketing of natural gas for that company, 
testified that the latter company sold in excess of 50 percent of its total gas 
marketed to intrastate purchasers, including 2 or 3 small communities, intra- 
state pipelines, and various industries, that taking into consideration all of 
such contracts, the average price ran about 14 cents per M. c. f., and that the 
range of prices which are the subject of either recent contracts or current 
bargaining between the company and others in Southern Louisiana for intra- 
state consumption was between 18 and 22 cents per M. c.f. One of the wit- 
nesses testified that a price of 16 cents per M. c. f. was on the lower range of 
a reasonable price, and the Commissioner of Conservation of Louisiana testi- 
fied that in recent years the producer has been receiving for newly discovered 
gas in Louisiana a price approaching its proper economic level among other 
fuels. The average price of gas throughout the United States in 1954 was 10.1 
cents per M. c. f. at the well. 

There is no evidence of a monopolistic situation or a rigged price in the 
producing fields of Southern Louisiana or the Gulf Coast of Texas. The Com- 


™ See also, Glassmire, Law of Oil and Gas Leases and Royalties (2d ed., 1938), pp. 237— 
242 and 3 Summers, The Law of Oil and Gas (Permanent ed.) Secs. 554 (pp. 317-818), 
571, and 589, and Supp. (notes). While Forest Oil Corporation and its partners in effect 
contracted to receive about 62 to 63 percent of the gross proceeds they were committed 
to pay all of the costs. 

From the agreement entered into as of August 24, 1954 between Forest Oil Corpora- 
tion, operator, and T. J. McIntyre, sellers, and Transco, buyer, it appears that the leases 
owned by Forest Oil Corporation totalled 57/128ths, by the Emipire Trust Group 57/128ths 
and by T. J. McIntyre 14/128ths (Item A). On June 22, 1955 Forest Oil Corporation 
conveyed fractional interests in its leases to some 57 firms and individuals (Item C). 

™* Forest Oil Corp. was then and still is selling gas in the same general area to United 
Fuel Gas Co. on a long-term basis at 16 cents per M. c. f.; American Louisiana Gas 
Company’s contracts and others carry a 20 cent purchase price. 
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missioner of Conservation of Louisiana also testified that that state ranks 
third in the nation in total consumption of natural gas, that consumption in 
the state during 1955 was estimated to be approximately 50 percent of the 
total gas produced therein for all markets, that there are presently large 
supplies of gas not committed to market, and that the supply of gas and gas 
reserves in Louisiana greatly exceed the demand at the present time. Another 
witness testified that literally thousands of sellers were competing for the best 
interstate and intrastate markets available. 

Gas delivered by Applicant has a heat content substantially in excess of 
the 1,000 B. t. u. requirement under the Transco contract, is delivered at pres- 
sures in excess of Transco’s line pressures, and in volumes generally comparable 
to those effected to Transco under a number of the above referred to 1954-1955 
contracts. Applicant’s deliveries are made relatively closer to Transco’s New 
York markets than other gas purchased by Transco in Texas, as well as gas 
purchased by Texas Eastern Transmission Corporation from the Mexican Gov- 
ernment at the international border at a delivered price of approximately 14 
cents per M. c. f. 

Though the foregoing price testimony is not explicitly in the form of value 
opinion, it is implicitly of that nature. Each of the witnesses involved testi- 
fied as to his familiarity with gas as a vendible commodity, one testifying as 
to his general familiarity with price levels paid for natural gas under contracts 
and two as to more specific knowledge thereof acquired through their respec- 
tive responsibilities for the negotiation or supervision of the negotiation of 
contracts for the purchase or sale of natural gas in southern Louisiana.” The 
testimony of these witnesses is not challenged on the ground of competency, 
sufficiency, or credibility with respect to the fact of price levels, but only on 
the untenable one that no value evidence is admissible. Price is a measure of 
value,” and such evidence cannot be ignored.” 

Similar evidence has been found to be acceptable in cases before the Louisiana 
Supreme Court and the United States Court of Appeals for the Fifth Circuit in 
issues involving the amount of royalties to be paid under the terms of various 
forms of gas lease contracts. 

Each of applicant’s leases in effect requires that royalty be paid on the basis 
of market price in the field. 

Royalty clauses providing for payments on the basis of “one-eighth of the 
value of . . . gas calculated at the rate of market price” involve the interrelation 
of prices and value.” While market price is not necessarily the same as “market 


™In Montana Railway Oo. v. Warren (1890), 137 U. 8. 348, 354, the court said: “After 
a witness has testified that he knows the property and its value, he may be called upon 
to state such value. The means and extent of his information, and therefore the worth 
of his opinion, may be developed at length on cross-examination. And it is fully open to 
the adverse party, if not satisfied with the values thus given, to call witnesses in the extent 
of whose knowledge and the weight of whose opinions it has confidence.” See, Goldstein, 
Trial Technique (1935) sec. 357. 

73 See, Arkansas Natural Gas Co. v. Sartor, (C. C. A. 5, 19385) 78 F. 24 924, 927. Orgel, 
Valuation under the Law of Eminent Domain (1936), secs. 135, 138 (pp. 455-456, 
465-466). 

™% See, Erie v. Public Service Commission (Pa. 1924), 123 Atl. 471, 477, P. U. R. 1924 
D. 89, 101. 

% Various revisions of so-called lease Forms 10 and 14—-A are extensively used in 
Louisiana along with so-called Producers 88 revised 10 year pild up lease. 7 Summers, 
The Law of Oil and Gas (Permanent ed.—1939), chaps. 39 and £5 (secs. 1211-1216, 1296) 
and 1956 Supp. Secs. 1214.1 and 1217. As for gas sold or used off the premises generally, 
Form 14—A revised 1932: “one-eighth (%%) of the value * * ‘ calculated at the rate of 
* * * cents per 1,000 cubic feet”: Form 10 revised, and Form 10 revised, utilized, 1938, 
“the market price at the well of % of the gas;” Form 10 speci:1, Form 10 changed 1937, 
Form 10 special revised in 1941, and lease with pooling provision: “‘the market value at 
the well of one-eighth of the gas.” 
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value” or “reasonable worth,” ™ the terms “market price” and “market value” 
are at times, interchangeable under such clauses.” Market price is the price 
actually paid by buyers for the commodity in the same market, but value, re- 
sorted to when no market price is provable, is shown by evidence of other sales.” 

It has been said, in effect, that in the nature of things there could be no “open” 
market for natural gas, as would be available in the sale of other commodities,” 
and that when production of a gas field gets into the hands or under the dom- 
ination of one or more large producers with whom the pipeline companies make 
exclusive contracts there is no market at the well other than that which the 
producer or producers are willing to pay.” As market price is taken to imply 
a free market, when marketing is through restricted channels only or there is 
absence of open and notorious market prices, the courts apply just and reasonable 
bases for the accomplishment of the intent of the parties,” permitting value to be 
shown by evidence of other sales, provided conditions are substantially similar.” 
These, absent collusion, conspiracy, or a combination in restraint of trade among 
buyers, fix the market price to be applied“ regardless of intrinsic or actual 
value “ or ultimate use.” Therefore, it being made to appear that the measure 
of compensation provided in the contract cannot be applied, the court will, in 
order to prevent injustice, require the lessee to pay the reasonable value of the 
lessor’s property taken.” 

Daily sales and quotations as in the case of general commodities are not essen- 
tial to an ascertainment of market price,” and such sales may be on some other 
basis such as week by week, or month by month, to establish a market price at the 
well ® or in the field,” the lease clause contemplating in this connection that 
the lessor shall have the benefit of any advance in the market.” 


7 Shamrock Oil & Gas Corp. v. Coffee (C. C. A. 5, 1944) 140 F. 2d 409, 410-411. 


7 Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935) 78 F. 2d 924, 927. See 
Shamrock Oil & Gas Corp. v. Coffee, supra, p. 411, n. 1. 

7 Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935), 78 F. 2d 924, 927. Orasa 
matter of opinion, Shamrock Oil & Gas Corp. v. Coffee, supra, pp. 410-411. Under a 
royalty provision of one-eighth of the market value of the gas, it has been held that ‘“‘market 
Value” is understood to mean the current market price paid for gas at the well or in the 
field where it is produced, Sartor v. United Gas Public Service Co. (La. 1937), 173 So. 
103, 105. 

7 Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935), 78 F. 2d 924, 927. 

© Hemler v. Union Producing Co. (D. C., W. D. La. 1941) 40 F. Supp. 824, 832-3, 
reversed on other grounds 134 F. 24 436. See, Union Producing Co. v. Pardue (C. C. A. 5, 
1941), 117 F. 2d 225, 227. 

* Hemler v. Union Producing Co. (D. C., W. D. La., 1941), 40 F. Supp. 824, 833-834, 
reversed on other grounds 134 F. 2d 436. See, Wall v. United Gas Public Service Co. 
{La. 1934) 152 So. 561, 563-4. 

& Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935), 78 F. 2d 924, 927. 

8 Shamrock Oil & Gas Corp. v. Coffee (C. C. A. 5, 1944), 140 F. 2d 409, 411. At the 
well or in the field, Wall v. United Gas Public Service Co. (La. 1934), 152 So. 561, 564. 

% Shamrock Oil & Gas Corp. v. Coffee, supra, pp. 411, 418. See, Phillips Petroleum Co. 
v. Bynum (C. C. A. 5, 1946), 155 F. 2d 196, 199, and 201 (rehearing). 

® Phillips Petroleum Company v. Ochener (C. C. A. 5, 1944), 146 F. 2d. 138, 141. 

% Phillips Petroleum Company v. Bynum (C. C. A. 5, 1946), 155 F. 2d 196, 198—sales 
where recent, substantial and comparable are competent and relevant evidence, not only 
of the existence of a market price but as to value, market or intrinsic, but in the absence 
of a market price at the well it is appropriate to inquire as to the market price paid at 
the plants of gasoline extractors, after deducting the cost of transportation. 

8 Phillips Petroleum Oo. v. Bynum (C. C. A. 5, 1946) 155 F. 2d 196, 198 and p. 201 
(rehearing). See, Sartor v. United Gas Public Service Co. (C. C. A. 5, 1986) 84 F. 2d 
436, 440, where it is pointed out that pipeline prices are not true daily prices. 

88 Hemler v. Union Producing Co. (C. C. A. 5, 1943) 134 F. 2d 436, 438. 

® Wall v. United Gas Public Service Co. (La., 1934) 152 So. 561, 564. 

© Union Producing Co. v. Pardue (C. C. A. 5, 1941) 117 F. 2d 225, 227. Accordingly, 
in a field controlled by a few producing and pipeline companies, evidence of a few sales 
at the well and of lease contracts fixing a price for the term of the lease is not such 
evidence of value at the well as to exclude resort to other considerations. See, Union 
Producing Co., v. Driskell (C. C. A. 5, 1941) 117 F. 2«) 229, 231, on fixed price agreements. 
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There is therefore first considered whether there are sales of sufficient quanti- 
ties and price that it may be reasonably said a market exists at wells in the field 
from which the fair average price of the gas at the specific well can be determined, 
and, failing such, there is next considered the usual price paid at the nearest 
point where a market exists, less the additional cost of taking the gas to 
market,” 

Pipeline contract prices have been considered in the latter connection but along 
with such matters as computation of the cost of gathering and transporting the 
gas to the point of delivery and sale to the pipelines, and the value of the other 
elements constituting the consideration flowing to the pipeline companies for the 
prices they pay,” such as, among other things, the producers obligation to furnish 
minimum and maximum quantities and his warranties. The distinction is made 
that lessors and their assigns assume no responsibility, guarantee nothing, take 
no risks and assume none of the expense of gathering and delivering the gas to 
the pipelines,® and that, in accord with the property laws of Louisiana, payment 
for royalty interest in gas is to be based upon “market value” at the place where 
the gas is reduced to ownership and division occurs, which is at the well.“ But, 
even so, with proper restrictions, the testimony of persons who know the facts as 
to the sales made to pipelines and others, and the importance and bearing of the 
foregoing factors or distinctions as they enter into prices, is admissible as throw- 
ing light on the ultimate issue, the market price or value at the well.* 

Thus fixed and rigid rules do not govern admissibility, and factors of remote- 
ness or of differences in circumstances attending prices selected for comparison 
are controlled by guiding rather than by exclusionary rulings.” 

The rule thus obtaining in Louisiana to the effect that in royalty cases the in- 
quiry shall determine (1) the market price at the well” or (2) if there is_no 
market price at the well, what the gas actually is worth there, as particularly 


set forth in Sartor v. Arkansas Natural Gas Corp. (C. C, A. 5, 1943), 134 F. 2d 433, 


“ Hemler v. Union Producing Co. (D. C., W. D. La. 1941), 40 F. Supp. 824, see p. 832; 
reversed on other grounds, 134 F. 2d 436. 

™ Hemler v. Union Producing Co., 40 F. Supp. at p. 832. 

% Arkansas Natural Gas Oo. v. Sartor (C. C. A. 5, 19385), 78 F. 24 924, 928; Sartor v. 
United Gas Public Service Co. (La., 1937), 173 So. 103, 107. 

% Sartor v. United Gas Public Service Co., supra, p. 107, and case cited. 

% Sartor v. United Gas Public Service Oo. (C. C. A. 5, 1986), 84 F. 2d 436, 439, 440-441. 
As to deductions for such factors, see also Hemler v. Union Producing Oo. (D. C., W. D. 
La. 1941), 40 F. Supp. 824, 832, 836, reversed on other grounds 134 F. 2d 436. Cf. Wall 
v. United Gas Public Service Co. (La., 1934), 152 So, 561, 564-565; Arkansas Natural 
Gas Co. v. Sartor (C. C. A. 5, 1935), 78 F. 2d 924, 928; Sartor v. United Gas Public 
Service Co. (La., 1937), 173 So. 103, 107; Union Producing Co. v. Pardue (C. C. A. 5, 
1941), 117 F. 2d 225, 227. See, Sartor v. Arkansas Natural Gas Corp. (C. C. A. 5, 1948), 
134 F. 2d 433, 434-435, reversed on other grounds 821 U. S. 620; Hemler v. Union Pro- 
ducing Co. (C. C. A. 5, 1948), 184 F. 2d 486, 487-438. Other sales may be shown by 
verbal testimony as well as by documentary evidence, and value may be shown by the 
opinion of any competent person having knowledge of the facts, whether an expert or an 
ordinary witness, Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935), 78 F. 2d 924, 
927, 928. Of course, in a case where the issue involves a just and reasonable price to 
be paid by pipelines, prices paid under such contracts may very well not be used to deter- 
mine fair value, nor would monopolistic or any other incompatible prices be so used. 

% Sartor v. United Gas Public Service Co. (C. C. A. 5, 1986), 84 F. 2d 436, 440. 

% Not in the “field”, Hemler v. Hope Producing Co. (C. C. A. 5, 1941), 117 F. 2d 231, 
232. In Arkansas Natural Gas Co. v. Sartor (C. C. A. 5, 1935) 78 F. 2@ 924, 927, in effect, 
use was made of the average price in the field at the well. Cf. Wall v. United Gas Public 
Service Co. (La., 1934), 152 So. 561, 564-565, where the average price paid in the North 
Louisiana territory was sanctioned as the “market price” in the fields and as the basis 
of settlement. 
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434-435," has been referred to by the United States Supreme Court as the 
“Louisiana substantive rule.” ” 


There is no apparent reason for not accepting a practical application of the 
“Louisiana substantive rule” as a basis for inquiry as to a “just and reasonable” 
rate for gas sold by applicant at the lease to Transco. At the time of the con- 
sideration or application of the rule by the United States Supreme Court, and 
the Circuit Court of Appeals, as well as the Louisiana Supreme Court in the 
Sartor royalty cases, supra, the same was obviously deemed by the state courts as 
being compatible with the exercise of regulatory functions by the Louisiana Pub- 
lic Service Commission under the state constitutional mandate that it fix “rea- 
sonable and just” rates to be charged by public utilities." 

The correlation of the rule in connection with the valuation of gas owned by 
the working interest portion of the gas produced is not incongruous with the re- 
quirements of the act, for not only does the act provide no formula® but one 
searches in vain for a “scheme of regulation” or “normal conventions of rate- 
making”, or “customary” uses to be applied under the act to the non-integrated 
or well-head producer either in the Final Report of the Federal Trade Commis- 
sion on the natural gas industry,* which preceded the passage of the act, or in 
the hearings on predecessor bills,‘ or in the reports on such and the final bill by 
committees of the Congress,” or in the debates on H. R. 6586 which became the act, 
with reference either to the intent of Congress in this connection or even as to 
the existence of such schemes, conventions and uses in other jurisdictions.° 

Nor does authority available indicate the existence of such schemes, con- 
ventions, or customs applicable to such producers to any significant degree, 


An earlier formulation of the rule appears in Sartor v. United Gas Public Service Co. 
(C. C. A. 5, 1936), 84 F. 2d 436, 440-441. 

%® Sartor v. Arkansas Natural Gas Corp. (1944), 321 U. S. 620, 622. 

1Sec. 4 of the Constitution of 1921, (West’s LSA Constitution Article VI, § 4, and see 
also West’s LSA Revised Statutes Title 45, § 1163). Acts 1946, No. 373 § 2, a natural 
gas pipe line regulatory statute, provides that whenever the Commission is required to 
find the value of gas in the field, the same shall be determined at the amount paid 
pursuant to an arm’s-length contract and in the absence thereof at the fair market value 
of the gas as a commodity in the field (West’s LSA Revised Statutes Title 45, § 303). 
In Eo Parte United Gas Pipe Line Company (1953), 99 P. U. R. (N. 8.) 386, 390, the 
State Commission, in ordering the company to file certain rate schedules, said: 

We must therefore address ourselves to the question of whether United can absorb 
this increased cost at the well.and still earn a reasonable return upon its investment. 
If United can do so, it would be our duty to disapprove the proposed rates and de- 
mand that the current rates be continued, if United cannot do so, we would have 
no choice but to approve the proposed increased rates or such portion of the increase 
as would enable United to realize a fair return. 


2 Federal Power Commission v. Hope Natural Gas Co., supra, 320 U. S. at pp. 600-601 ; 
ef. Colorado Interstate Gas Co. v. Federal Power Commission, supra, 324 U. 8. at pp. 601, 
604-605. 

*§. Doe. 92, Part 84—A, 70th Cong., ist sess. (1936). The report indeed states in effect 
that the problem of the independent producers received limited attention and required a 
more complete investigation (pp. 159-160, 450). 

«House hearings on H. R. 11662, 74th Cong., 2nd sess. (1936), and House hearings on 
H. R. 4008, 75th Cong., Ist sess. (1937). 

5H. Rept. No. 2651, H. R. 12680, 74th Cong., 2nd sess. (1936). H. Rept. No. 709, H. R. 
6586 (originally introduced as H. R. 4008) 75th Cong., 1st sess. (1937) and S. Rept. No. 
1162, H. R. 6586, 75th Cong., Ist sess. (1937). 

®Statements in the congressional reports and debates to the effect that the provisions 
of the bills provided for regulation along recognized and more or less standard lines and 
that there was nothing novel therein, cannot, in the light of the law of the cases then 
existing, be construed to require a bare cost approach. 
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or indicate that any conflicts would result from applying the rule to the work- 
ing interest portion of such gas." 

It is to be presumed that such a rule is to be associated on a practical basis 
with the proportionate division into landowner’s and lessees’ relative shares of 
one-eighth and seven-eighths of production, respectively,* and that any sub- 
stantial change in its application would bear significantly upon the royalty 
business, including the custom of local banks of extending credit to farmers 
and accepting royalty payments as security for the loan.’ Reversion to some 
cost method under which royalty in any of its forms would lose its significance 
as a matter related to customary rights existing in the landowner at the time 
of the contract and by means of which there would be created in lieu thereof 
artificial rights arbitrarily based almost wholly upon matters subsequent, such 
as cost of pipe and fittings that go into the well, the cost of the well equipment, 
and the labor, supplies, fuel, power, and other expenses consumed or incurred 
in the process of clearing the land surface, of drilling the hole in the ground, 
of inserting the pipe and installing the well equipment, less salvage,” would 
constitute a basic alteration of existing local concepts of property rights in the 
lessor and could only lead to unwarranted artifice in any attempt at reconcilia- 
tion therewith of the relationship which has long prevailed between the lessor 
and lessee in the division of the product.” 

The nature of vested interests which may be created after the original leas- 
ing as a result of deals and trades,” clearly relate to that category which the 
United States Supreme Court has called “excepted local matters.” “ 


™The Louisiana substantive rule rests in part upon Louisiana law as to the title to gas 
produced, the cases holding that the parties come into ownership of the gas and are 
vested with title at the well or in the field. Wall v. United Gas Public Service Co. (La. 
1934), 152 So. 561, 563; Sartor v. United Gas Public Service Co. (La. 1937) 173 So. 
103, 107. Under Texas law the royalty owner has no title to the %th part of the gas 
and is only a creditor of the lessee, Phillips Petroleum Co. v. Bynum (C. C. A. 5, 1946), 
155 F. 24 196, 199. In Glassmire, Law of Oil and Gas Leases and Royalties (2d ed., 1938) 
pp. 101, 105-106, 116-117, it is said that the doctrine of ownership of gas in place has 
been adopted in the various states as follows: (1) absolute ownership, Texas and Montana ; 
(2) qualified ownership, California and Pennsylvania, also Arkansas, Illinois, Kansas, 
Michigan, New Mexico, Ohio, Tennessee, and West Virginia. The doctrine of non- 
ownership prevails in Indiana, Louisiana, New York, and Oklahoma (/d., p. 124). How- 
ever, neither these distinctions nor those concerned with what is conveyed by a lease would 
seem to have any direct application to the rate problem here presented. Glassmire, Law 
of Oil and Gas Leases and Royalties (2d ed. 1938) p. 67, “ ‘Royalty’ refers not to oil and 
gas in place, but to a share in the oil and gas produced.” 

8A frequent basis of division, both in Louisiana and elsewhere, see 7 Summers, The 
Law of Oil and Gas (Perm. ed. 1939), ch. 39. Also, Glassmire, Law of Oil and Gas 
Leases and Royalties (2d ed. 1938), p. 227. Cf., The American Inst. of Mining and 
Metallurgical Engs., Elements of the Petroleum Industry (1940, DeGolyer) pp. 95, 106, and 
Final Report, Federal Trade Commission, 8S. Doc. No. 92, Part 84—A, 70th Cong., 1st sess. 
(1936), pp. 174-179, 482. 

*Glassmire, Law of Oil and Gas Leases and Royalties (2d ed., 1938) pp. 64-65. As 
to dealing in gas leases on undeveloped land, see The American Inst. of Mining and 
Metallurgical Engs., Elements of the Petroleum Industry (1940, DeGolyer), p. 98. 

0 Final Report, Federal Trade Commission, S. Doc. No. 92, Part 84—-A, 70th Cong., 
1st sess. (1936), pp. 298, 314. 

11 See, Erie v. Public Service Commission (Pa., 1924), 128 Atl. 471, 474, P. U. R. 1924 
D, 89, 93. 

12 Final Report, Federal Trade Commission, S. Doc. No. 92, Part 84—A, 70th Cong., 1st 
sess, (1936), pp. 66-67. The American Inst. of Mining and Metallurgical Engs., Elements 
of the Petroleum Industry (1940, DeGolyer), pp. 98, 103, 112. 

18 Federal Power Commission v. Panhandle Hastern Pipe Line Co. (1949) 337 U. S. 
498, 508. In Charleston vy. Public Service Commission (W. Va. 1923), 120 S. B. 398, 
405-406, the court said: ‘“‘Upon whatever theory the present value be found the value 
of the leaseholds and the value of the gas in the ground represents one and the same 
thing.” 
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Complete rejection of the use of prices or market value in connection with 
the determination of a just and reasonable well-head rate would mean, it 
would seem, substantial nullification in fact of the long-established Louisiana 
substantive rule as applied to royalty gas without actual regard in so doing 
for any adjustment of local and national interests or for the probable resulting 
pervasive control over local customs or local law or for inroads upon local 
conditions and local standards of far-reaching import.” 

It will not do to say that under such circumstances “value” must rest on 
prices paid in an unregulated market, and that value is therefore inadmissible 
for the purposes of determining a just and reasonable rate under the Act, for 
the saying merely evades the basic question by resupposing the use of “cost” 
without alternative.” Indeed, it is apparent that decided cases consider that 
value can be so found and used if appropriate adjustments be made to prices 
associated with the unregulated use” and if the market price or value is not 
based improperly upon rates at which the utilities concerned are selling gas 
to the public.” 


Effects Upon the Market or Consumer 


Applicant presented evidence intended to show that the effect of its proposed 
higher rate would impose no substantial limitations upon the market com- 
panies or burdens upon the consumer. 

It appears, in this connection, that in Matters of Tennessee Gas Transmission 
Company, et al. (G—2331, etc.) the applicant there (Tennessee Gas) sought 
authorization for sales of natural gas to a number of the interveners herein, 
on a firm maximum day basis of 30,000 M. c. f. to Consolidated Edison, the same 
amount to Public Service, 25,000 M. c. f. to Brooklyn Union, and 5,000 M. c. f. to 
Long Island Lighting (Opinion No. 279, p. 3). In Matter of Transcontinental 
Gas Pipe Line Corp., et al. (G—2367, etc.), on an application competitive with 
that in G-2331, supra, Transco sought authorization to serve similar quantities 
to such purchasers together with smaller quantities to Brooklyn Borough and 
Kings County (Opinion No. 279, p. 5). In these same proceedings (G—2331 and 
G-2367), on the basis of a proposed settlement submitted by the applicants, 
Tennessee Gas and Transco, and several principal interveners, the Commission 
authorized substantial additional sales by said applicants to such interveners.” 
Applicant here, Forest Oil, points out that in G—2331 Tennessee Gas proposed a 
rate for its northern zone consisting of a demand charge of $3.60 per M. c. f. and 
a commodity charge of 24.6 cents per M. c. f. averaging, at 100 percent load factor, 


1% Federal Trade Commission v. Bunte Brothers, Inc. (1941), 312 U. S. 349, 351, 354, 
355. In this case the court, in ascertaining the scope of congressional legislation, 
and construing sec. 5 of the Federal Trade Commission Act so that “unfair methods of com- 
petition in commerce” would not include “unfair methods of competition in any way 
affecting interstate commerce,” (Id., at 355). premised that except for the obvious mean- 
ing of the language and purpose of the act, a due regard for a proper adjustment of the 
local and national interests in our Federal scheme always be in the background. 
(Id., at 351.) 

%In Dayton Power & Light Co. v. Public Utilities Commission, 292 U. S. 290, 300 
(1934) the objection is to a “‘a predictable price for natural gas in unregulated markets” 
{underscoring supplied] ; so, United Fuel Gas Co. v. Railroad Commission (1929), 278 
U. S. 300, 316, 317. See Erie v. Public Service Commission (Pa., 1924) 123 Atl. 471, 
476, P. U. R. 1924 D, 89, 99, as to value generally: “* * * general market value outside 
the public service, or in a market not considering such service.” 

16 Charleston v. Public Service Commission (W. Va., 1931), 159 S. E. 38, 43. 

11 Natural Gas Co. of West Virginia v. Public Service Commission (W. Va., 1924), 121 
8S. E. 716, 719-720. 

18 By Tennessee Gas: 25,000 M. c. f. to Consolidated Edison, an equal quantity to Public 
Service, 20,000 M. ¢c. f. to Brooklyn Union, 5,000 M. c. f. to Long Island; by Transco: 
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36.44 cents per M. c. f. (Item N), and that Transco’s comparable rate at the samre 
load factor averages 34.225 cents per M. c. f.” While from the foregoing, as well 
-as the fact that Transco pays on an unsuspended basis a 16 cents per M..c. f. 
-charge to a number of area field producers,” and that sales from its Adres Pousson 
Well No. 1 constitute but a small portion of Transco’s total field purchases,” 
Applicant concludes to the effect that the result of its proposed increase in rate 
would in no wise impose substantial effects upon the interveners or their custom- 
ers, counsel for Philadelphia Electric stated upon the record, without contradic- 
tion, that matters in G—2331 proceeded on the basis of an (average) field price of 
10 cents per M. c. f. and counsel for applicant made no effort to show that in the 
approval of its application in this proceeding there would be no implications, 
with respect te the cost of gas purchase from other suppliers, adverse to the 
equitable rights of consumers served from Transco’s system.” 

Correlating the difference in the average price of gas sold and proposed to be 
sold in the New York-New Jersey-Pennsylvania area (the area) at 100 percent 
load factor with the effect of an increase in field price limited simply to that 
proposed by a single producer, as substantially applicant attempts to do in this 
proceeding, is so questionable as to require rejection for the purposes of this 
decision, though the fact that a market may be able to continue growth at a given 
rate level, if proven, may very well be of weight under appropriate circumstances 
in considerations as to the justness and reasonableness of a rate.” 

Frequently load growth consists substantially, if not principally, of the growth 
in residential and commercial space heating requirements. According to the 
evidence (Items F through M), for the eight interveners serving gas in the area, 
space heating saturation increases are estimated to range from some 1.36 to 2.15 
times, or from some 55 percent—203 percent in terms of estimated annual require- 
ments for space heating, while load growths in terms of the increase in total 
annual gas requirements are expected to range from some 25.5 percent to 60.9 
percent, in the period 1953 to 1958.“ Applicant’s evidence further discloses that 
in 1953 natural gas in Texas had an average price at the well of $76 per billion 
B. t. u. while bituminous coal in West Virginia realized $199 per billion B. t. u. 


5,111 M. c. f. to Consolidated Edison, 25,553 M. c. f. to Public Service, 5,111 M. c. f. to 
Brooklyn Union, 1,000 M. c. f. to Brooklyn Borough, and 500 M. c. f. to Kings County— 
15.025 and 14.7 p. s. i. a. (Opinion No. 279, pp. 43, 45.) In G—4185 Transco was further 
authorized to sell and deliver to South Jersey 9,000 M. c. f. in addition to an existing 
allocation of 21,281 M. c. f. and to United 15,000 M. c. f. in addition to an existing 
26,425 M. ce. f. (Opinion No. 280, pp. 3, 15) (14.7 p. s. i. a.). Philadelphia Electric at the 
time sought an additional supply from Tennessee Gas but did not receive an allocation 
(Opinion No. 279, p. 19). 

1° By order issued November 7, 1955, in G-5258 and G-—8487 the Commission approved 
a proposed rate settlement in which the contract demand rate for Zone 3, the northern 
zone, consists of a monthly demand charge of $2.806 per M. c. f. and a commodity charge 
of 25 cents per M. c. f., averaging 34.225 cents per M. c. f. 

® Some 9, apparently, under contracts dated from September 7, 1954, to July 21, 1955, 
totalling approximately 68,100 M. c. f. per day, minimum, Southern Louisiana area. 

“= Transco’s purchases from producers in South Louisiana for the first 9 months of 1955 
totaled 44,779,003 M. c. f. (14.7 p. s. 1. a.), while deliveries from Applicant totaled some 
1,850,000 M. c. f. 

22See Transco’s F. P. C. Form 2 Reports, 1954 and 1955, pp. 94A-—C and pp. 94A-D, 
respectively, for lists of field and plant outlet purchases and the average cost thereof. — 

' 3 Also, at some point in such an approach the burden of going forward with the evidence 
could very well shift to interveners. Cf., Matters of Union Oil Co. of Cal., et al. (G—4331, 
ete.), Mimeo. Opinion No. 300, p. 13. 

™% Gas Facts (AGA 1955), p. 139, discloses an increase in gas house heating saturations 
nationwide of from 40.7 percent in 1950 to 56 percent in 1955. Current literature also 
evidences, where there are no use restrictions, promotional activities of distributing 
companies to increase space heating use. 
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at the mine; * that on the basis of gross calorific content, the price at 35 cents 
per M. c. f. (1,000 B. t. u. per cu. ft.) is equivalent to coal and coke at a price of 
$8.40 per net ton (2,000 Ibs., 12,000 B. t. u. per Ib.)}, to No. 1 and 2 fuel ofl at 
$1.98 per barrel * and to bunker C fuel oil at $2.23 per barrel, whereas in October 
1955 the price in New York City, f. o. b. refineries, of No. 2 fuel oil was equivalent 
to some $4.38 per barrel and of No. 6 fuel oil $2.68 per barrel; that, as a resi- 
dential fuel, natural gas nationwide cost 11 cents per therm in 1953 as com- 
pared with No. 2 fuel oil at 14.2 cents per therm, and bituminous coal at 101 
cents per therm; and that an overall increase in the price of gas in the field 
from some 9 plus cents per M. c. f. to 16 cents per M. c. f. would increase the 
price of gas to the consumer by only 0.95 cents per therm.” 

Evidence of the foregoing nature is too general to be relied upon for the pur- 
pose of determining the equities as between the producer and consumer in this 
ease. It raises, indeed, a basic question touched upon only by implication in 
the briefs filed herein. 

In Re Milwaukee Gas Light Co., et al. (Wis. PSC 1943) 51 P. U. R. (N. 8S.) 
299, the State Commission investigated the validity of certain competitive fuel 
adjustment clauses applicable to space-heating rates of the respondent gas util- 
ities,” and rejected a staff recommendation that the operation of the clauses 
be suspended until such time as competition between gas and oil should be re- 
stored,” on the basic ground that the worth of the gas to the consumer as gas 
was controlling and not the fact or the effect of competition with any other fuel 
of comparable convenience and efficiency (Jd., pp. 306, 307).“ The Commission 
went on to say that while this principle may have been infrequently applied in 
establishing rates for utility services, it has been the essential basis for the 
determination of rates for countless public transportation services. It found 
that the effect of the fuel adjustment clauses was a charge for space-heating 
service substantially the equivalent of the value of the service for which the 
charges were made (/d., p. 307) and that no more reliable a measure of the 
value of respondents’ space-heating services could be obtained (Jd., p. 309). 
The Commission further said: “the aim of regulatory authority should be to 


*On the same basis of per billion B. t. u. the price change for natural gas 1945-1953 
was from $26 to $76 or 2.9 times, for U. S. crude oil from $203 to $447 or 2.2 times, and 
of West Virginia bituminous from $123 to $199 or 1.6 times. At $76 per billion B. t. u. 
natural gas would be worth 7.6 cents per M. c. f. at 1,000 B. t. u. per cubic foot and equiva- 
lent to less than $1.92 per ton of coal at 12,000 B. t. u. per Ib. At $199 per billion B. t. a. 
coal would cost $4.78 per ton of 2,000 lbs. of the same thermal content and would be 
equivalent to 20 cents per M. ¢. f. of natural gas of 1,000 B. t. u. per eubic foot. 

* Using 135,000 B. t. u. per gallon for No. 1 and No. 2 fuel oil and a barrel as containing 
42.95 U. S. gallons at 60° F. 

# While counsel for Brooklyn Union contends in his brief that if the price comparison 
Was made at the proper point where the competitive fuels are sold to the consumer the 
conclusion that gas is underpriced in New York City could not be sustained, the matters 
upon which he relies were in no manner introduced in evidence. 

From 11 cents to 11.95 cents per therm—using exhibits 15 and 16. 

*” The net base rate for monthly consumption of all space-heating gas consumed in excess 
of 10,000 Cf. was 55 cents per M. c. f. subject to the adjustment clause whereunder this 
base rate was reduced 1 cent per M. c. f. for each 2 mills that the market price of No. 3 
fuel ofl was lower than 10 cents. The then existing adjusted rate was 45 cents per M. c. f. 
(pp. 301, 302). The revenues from respondents’ space-heating services were insignificant 
in amount when compared with total revenues from all their gas services (p. 311). 

®The schedules were put into effect in 1935-1936 when production capacity was in 
excess of the existing demand for gas, a situation which had since ceased to exist (p. 303). 
At the time of this proceeding Federal restrictions restrained anyone desiring space 
heating from adopting gas utility service therefor (p. 303). The Commission held that 
all of these factors were extraneous to the issue (p. 306). 

"= Citing Smyth v. Ames, 169 U. S. 466 (1898). 
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prescribe rates for such particular class of service which approach, as nearly 
as possible, the rates prescribed for such other classes of service. The limita- 
tion upon this aim is the value of the particular service for which lower rates 
must be prescribed so long as it is worth less to the consumer than such other 
services” (Id., p. 309); and, “rates for such space-heating service should be 
designed to recover as much of such remainder of costs as is possible within 
the limitation of the value of such services” as such service contributes least 
of all to the recovery of the entire cost of service (Jd., pp. 310, 311). 

The same principle of rate making was given application in Re Boston Con- 
solidated Gas Co. (Mass. D. P. U., 1947) 70 P. U. R. (N. 8.) 1, as well as in 
Produce Terminal Corp. et al. v. Ill. Commerce Comm. (Ill. Sup. Ct., 1953) 
99 P. U. R. (N. 8S.) 457, 112 N. E. 2d 141, in which latter case the Court sus- 
tained the gas company’s proposed increase in rates to be charged to its 8 in- 
terruptible (boiler and processing) and 504 off-peak customers, which had pre- 
viously been approved by the Commission, giving in its opinion considerable 
emphasis to the relationship existing between the appellants and the general 
firm service customers in the light of the circumstance that such services were 
initiated only for the purpose of providing cheaper and better service to the 
latter firm customers (Id., p. 465; see p. 463)." The question of discrimination 
between classes is involved in these considerations, but if it be assumed that 
the original relationship of price levels or charges by service groups and the 
producer were “reasonable and just” then with a change in the level of value 
of gas for various purposes as measured by the cost of the competing fuel it 
becomes obviously debatable as to how this increment of value shall be divided 
between the producer and the firm customer.” 

Applicant’s evidence going to this aspect of rate making is limited substan- 
tially to a conclusion of the witness who testified on the subject of residential 
fuel costs countrywide, the equivalent prices of natural gas, coal, and fuel oil, 
and inferences which he drew therefrom. The evidence is too general and fails 
to justify findings to the effect that the proposed rate increase would be just 
and reasonable on the basis of the value or worth of service measured by the 
price of comparable fuels in the manner indicated in the above decisions of the 
Wisconsin Commission and the Illinois Supreme Court. The burden of proof 
which the applicant must meet, which is the burden of supporting the proposed 
higher charges by “affirmative evidence that is persuasive,” may be propor- 
tionately difficult for any individual applicant to discharge when its sale or 
interest is relatively small, its relation to the ultimate market remote and its 
experience with respect thereto limited, but the act (section 4 (e)) makes 
no allowance for such circumstances. By failing to address its evidence relat- 
ing to the prices of other fuels more directly to the value of natural gas service 


The Court observed that the provision of gas service to the general firm customer 
constituted a true monopoly of the gas company whereas the interruptible and off-peak 
consumer had readily available alternate supplies of competitive fuels and that in the 
instance of the latter customers the same reasons and methods for regulating the rates 
did not apply (99 P. U. R. (N. S.), pp. 464-465). 

%3 See, dissent of Mr. Justice Jackson, Federal Power Commission v. Hope Natural Gas 
Oo. (1944) 320 U.S. at p. 647. While giving effect to such considerations may well involve 
automatic fluctuations in the field price of natural gas this in and of itself would not 
necessarily be impracticable—see Re Southern California Gas Co. (Cal. PUC, 1950) 
87 P. U. R. (N. 8.) 492, 514, as to field purchase contracts in use in northern California. 

% See, Matter of Transcontinental Gas Pipe Line Corp. (G-1842, 1952), Mimeo. Opinion 
No. 227, pp. 4—6, “must be affirmative, concrete and persuasive,” or “clear and convincing.” 
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to the classes of customers who could or would be actually affected by a change 
in the field price of natural gas of the magnitude here proposed, applicant has 
failed to show how the evidence can be used in support of its case here.” This 
is not to say, however, that applicant could rest its case at this point for the 
question remains as to whether or not it could claim for its sole benefit the ad- 
vantage of the value of service to the consumer. 





Opinion No. 300 





Applicant’s evidence is to the effect that in the Southern Louisiana area recent 
intrastate contracts exhibit a range in price of natural gas of between 18 and 20 
or 22 cents per M. c. f. and that taking into consideration existing intrastate 
contracts, both recent and otherwise, the price for gas averages some 14 cents 
per M. c. f., that recent prices not under suspension by the Commission, paid by 
pipelines, range from 16 cents to 20 cents, and that no gas has been offered for 
sale since 1954 for less than 16 cents except in instances of distress. While the 
evidence to the foregoing prices is not of such a character as to enable the making 
of price comparisons it is sufficient to support a conclusion, if the conclusion 
might rest on such evidence alone, that applicant is entitled to a price of not less 
than 14 cents per M. c. f. for gas sold by it to Transco. However, evidence of a 
similar character was rejected by the Commission in its decision in Matters of 
Union Oil Co. of California, et al., mimeo opinion No. 300, pp. 9-10,” where it was 
concluded that a finding of arm’s-length bargaining and a range of field prices 
was not sufficient to support a determination that the rate proposed is a just and 
reasonable rate. That decision is necessarily controlling in this proceeding, in- 
sofar as similarity of the issues in the two proceedings are ascertainable from the 
Commission’s discussion thereof in its opinion No. 300. 

Opinion No. 300 does not discuss the validity of an approach based upon a sub- 
stantive rule such as that obtaining in Louisiana applicable to royalty gas™ 
and the reconciliation therewith of the value of gas owned by the working 
interest. 

In the light of foregoing authority it would seem that even if value based upon 
prices of gas be rejected as in opinion No. 300 a proper rate to be allowed for 
sales by producers may well be obtained by adding to the value of royalty gas, 
where and as ascertainable, values for the additional factors which are repre- 
sented in the contract of sale to the pipe line as a part of the consideration flow- 
ing to the latter thereunder, and inherent in the functions performed in connec- 
tion therewith by the working interest. However, applicant’s evidence does not 
permit of such an approach as it is limited to the overall price obtained from 
the joint sale of both royalty and working interest gas and therefor the elements 
necessary for an appraisal of the factors mentioned in the Louisiana cases are 





*% It should be noted that applicant has not presented its evidence in such a manner as 
to proximately involve the question of the “intrinsic value” of natural gas as a fuel with 
the objection that it is asking for a rate limited only by what the “traffic will bear'’-—— 
see Denver Union Stock Yards Co. v. U. 8. (D. Ct., Colo., 1932) 57 F. 2d 735, 741. As 
above set forth, applicant sought to establish that its proposed rate was compatible with 
the interveners ability to promote the expansion of markets—see, Pennsylvania Power 
& Light Co. v. Pub. Service Comm, (Pa. Super. Ct., 1937) 19 P. U. R. (N. S.) 433, 449. 
193 Atl. 427. 

3% Quaere, whether any particular consideration should be given in this connection to the 
price of 14 cents per M. ec. f. for gas purchased by one of the pipelines of the Mexican 
government at the border. 

As discussed supra. 
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lacking in the evidence in this case.” Hence, it must be and is herewith found and 
concluded that applicant has failed to discharge its statutory burden of proof to 
show that the increased rate or charge is just and reasonable.” 


Further Findings 


Forest Oil Corporation is a “natural-gas company” within the meaning of the 
Commission’s decisions in the Matters of Deep South Oil Company of Texas, et. al., 
docket No. G-2952, ete., mimeo opinion No. 284, and in the Matters of Dizie Pipe 
Line Company, et al., Docket No. G—2401, etc., mimeo opinion No. 285, and, ac- 
cording thereto the sales of natural gas by applicant to Transco made pursuant 
to the provisions of Forest Oil Corporation’s FPC Gas Rate Schedule No. 1, and 
supp. No. 1 thereof, are sales in interstate commerce of natural gas for resale 
for ultimate public consumption subject to the jurisdiction of the Commission. 

The increased rates and charges embodied in Forest Oil Corporation’s FPC 
Gas Rate Schedule No. 1, and supp. No. 1 thereof, constitute changes in rates 
and charges within the meaning of section 4 of the act. 

Applicant has failed to sustain the burden of proof imposed upon it under 
section 4 (e) of the act to show that its proposed increased rate or charge is just 
and reasonable. 


ORDER 


Upon consideration of the record herein, the contentions set forth in the 
proposed findings and briefs of respective counsel, and for the reasons and upon 
the findings and conclusions set forth in the foregoing portions of this decision, 
of which this order is a part, 

It is by these presents ordered, subject to review by the Commission on appeal, 
or on its own motion, as provided by its rules of practice and procedure, that: 

(A) The motion to terminate the proceedings for lack of jurisdiction filed 
by Forest Oil Corporation, and by order of the Commission issued herein May 28, 
1956, referred to the presiding examiner to be ruled upon as a part of the initial 
decision, is hereby denied. 

(B) The motions to dismiss the rate increase application of Forest Oil Corpo- 
ration, entered by Counsel for interveners and staff counsel, and reentered of 
record at the hearing sessions herein of January 16, 1956, are hereby granted, 
for the reasons hereinabove stated. 

(C) The schedule of increased rates and charges referred to in applicants rate 
filing designated as FPC Gas Rate Schedule No. 1, supp. No. 1, which went into 
effect as of February 1, 1955, under an agreement and undertaking to comply 
with certain conditions specified in the Commission’s “Order Making Effective 
Proposed Rate Changes Upon Filing of Undertaking to Assure Refund of Excess 
Charges,” issued herein April 7, 1955, are hereby cancelled. 

(D) The schedule of rates and charges contained in Forest Oil Corporation’s 
FPC Gas Rate Schedule No. 1, in effect immediately prior to February 1, 1955, are 
herewith reinstated effective as to all sales and deliveries made on and after 


*'The Louisiana doctrine, set forth in Sartor v. Arkansas Natural Gas Corp. (C. C. A. 
5, 1943), 134 IF. 2d 433 at pp. 434-435, and stated above, is that absent market price at 
the well, the actual worth or value of the gas there is to be determined by taking into 
consideration every factor properly bearing upon its establishment, the aim of the whole 
inquiry being to ascertain, upon a fair consideration of all relevant factors, the fair 
value at the well of the gas produced and sold. In so far as the doctrine presupposes the 
use of prices paid under pipeline contracts it, cannot, of course, be wholly applied; but 
with some 50 percent of Louisiana gas produced for markets being consumed in that state 
it does not appear that circuity of reasoning would here be directly or substantially 
involved. 

Act, § 4 (e). 
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February 1, 1955, and shall remain in force and effect until further order of the 
Commission. 

(E) Within 70 days from the date of the issuance of this order, Forest Oil 
Corporation shall refund to Transco the difference between the amounts collected 
from Transco under applicant’s FPC Gas Rate Schedule No. 1, supp. No. 1, 
pursuant to the agreement and undertaking, aforesaid, and the amounts which 
result from the application to the volumes of gas purchased during the refund 
period of applicant’s rates and charges in effect prior to February 1, 1955, under 
its FPC Gas Rate Schedule No. 1, together with simple interest at the rate of 
6 percent per annum from the date of receipt of such excess amounts in the re- 
fund period to the date of refund, and applicant shall bear all costs incidental to 
the making of such refund. 

(F) Within 15 days following the refund provided in para. (E) above, Forest 
Oil Corporation shall report to the Commission in writing and under oath the 
details of its calculations resulting in the refund ordered herein, together with 
a copy of a release from Transco with respect to such refunds. 


EWING G. SIMPSON, 
Presiding Examiner. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


ORDER DISALLOWING RATE INCREASE, ORDERING REFUNDS, AND DENYING MOTION FOR 
ORAL ARGUMENT * 


(Issued April 26, 1957) 


This is a rate proceeding under sections 4 and 15 of the Natural Gas Act 
arising from the suspension of an increased rate filed by Forest Oil Corporation 
for the sale of gas to Transcontinental Gas Pipe Line Corporation (Transco). 
The matter is before us upon exceptions filed by Forest Oil and the staff to the 
presiding examiner’s decision issued February 11, 1957, granting motions to dis- 
miss the increased rate made by interveners and staff counsel and denying 
Forest Oil’s motion to terminate the proceeding for lack of jurisdiction. As set 
forth below we come to the same conclusions reached by the presiding examiner 
but employ different reasoning. 

Involved here is the basic agreement between Forest Oil and Transco dated 
August 24, 1954, which was filed with the Commission on August 30, 1954, and 
was designated in the Commission’s files as Forest Oil Corporation (Operator), 
et al., FPC Gas Rate Schedule No. 1. This agreement provides for the sale of 
gas from the North Egan Field, Acadia Parish, Louisiana, at a price of 9.797150 
cents per M. c. f. until November 1, 1954, and 17 cents per M. ec. f. for the following 
5 years, each amount including one cent per M. c. f. for reimbursement of the 
Louisiana gas gathering tax. Pursuant to this provision Forest Oil, reserving 
its right to contest the Commission’s jurisdiction, on November 4, 1954, filed its 
notice of an increased rate which was designated as supplement No. 1 to its 
FPC Gas Rate Schedule No.1. This increased rate was suspended by our order 
issued December 7, 1954, until February 1, 1955, when it was allowed to go into 
effect under an agreement and undertaking. The Public Service Commission of 
New York became an intervener by filing its notice of intervention and interven- 
tion was permitted by Consolidated Edison Company of New York, Inc., Kings 
County Lighting Company, The Brooklyn Union Gas Company, Long Island 
Lighting Company, Public Service Electric and Gas Company, South Jersey 
Gas Company, Philadelphia Electric Company, and the United Gas Improvement 
Company. 


*Rehearing denied by order issued June 21, 1957. 
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Upon order of the Commission, hearings were held in September, November, 
and December of 1955, and in January of 1956. Twice the staff with the concur- 
rence of interveners moved to dismiss the increased rate on the ground that Forest 
Oil had not sustained its burden of proof, and upon denial of the motions, ap- 
pealed to the Commission, which by order of October 24, 1955, refused to consider 
one motion and on December 20, 1955, denied the appeal with respect to the other 
motion. Motions to dismiss were renewed at the close of the hearing and later 
Forest Oil moved to terminate the proceedings for lack of jurisdiction, on the 
ground that the increased rate was provided for in its contract, but the Commis- 
sion by order issued May 28, 1956, referred this motion to the presiding examiner 
to be ruled upon as part of the initial decision. After the filing of briefs, the pre- 
siding examiner’s decision was issued February 11, 1957. On February 26, 1957, 
the Commission denied a petition of Forest Oil requesting the reopening of the 
record for the purpose of introducing “cost of service” evidence. 

The decision of the presiding examiner and the exceptions thereto raise three 
issues: (1) Whether Forest Oil’s sale to Transco is subject to the jurisdiction 
of the Commission; (2) Whether Forest Oil’s proposed rate of 17 cents per 
M. c. f., which represents a periodic increase provided for in its contract with 
Transco, was a change in rate that was suspendible under the Gas Act; and (3) 
Whether the evidence submitted by Forest Oil in support of its proposed increased 
rate is insufficient to sustain its statutory burden of proof, all as found by the 
presiding examiner. Forest Oil excepted to all three findings and the staff ex- 
cepted as to the method of determination used by the presiding examiner. On 
this third point, with which the initial decision is principally concerned, the 
presiding examiner was of the opinion that the evidence submitted relating to 
arm’s-length bargaining, comparable prices paid in southern Louisiana, nation- 
wide statistics on the natural gas industry, prices of competitive fuels and the 
effect of the increase on the consumer was insufficient to meet the burden of proof. 
The presiding examiner, however, thought that a proper rate for a producer might 
be obtained by adding to the value of royalty gas as determined by Louisiana law, 
values for additional factors represented in the contract of sale, but that Forest 
Oil’s evidence did not supply this information. 

As set forth below we reach the same results as the presiding examiner on 
each of the three points above, but our reasons for finding that Forest Oil has 
failed to meet its burden of proof with respect to the increased rate differ sub- 
stantially from those of the presiding examiner. On the merits we do not believe 
that in this proceeding evidence directed to supporting the application of the 
Louisiana substantive rule, as contemplated by the presiding examiner, is suffi- 
cient, but it appears to us, rather, that this case is factually and legally very sim- 
ilar to the Union Oil case, 16 F. P. C. 100, and cases that follow it such as Sun 
Oil Company, 17 F. P. C. 174, G-8288, February 6, 1957, and Crow Drilling Com- 
pany, Inc., 17 F. P. C. 226, G-6622, February 6, 1957. Therefore our reasoning 
herein may be set forth very briefly, and it will not be necessary to hold oral 
argument as requested by Forest Oil. 

With respect to our jurisdiction over the sale, the record shows that Forest 
Oil owns an interest in and operates a well, known as No. 1 Adres Pousson, in the 
North Egan Field, that the gas moves from this well through a few hundred feet 
of pipe operated by it to Transco’s meterhouse where it is commingled with the 
stream of gas in Transco’s pipelines, that it is transported in the commingled 
stream across State lines, and that it is sold to each of the interveners for resale. 
Forest Oil is therefore a natural-gas company, an independent producer, and its 
sale to Transeo is subject to our jurisdiction. Phillips Petroleum Company v. 
State of Wisconsin, 347 U. 8S. 672. 
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As to whether the increased rate is suspendible, we have already pointed 
out in the Union Oil, Sun Oil and Crow Drilling cases, that there is nothing in 
United Gas Co. v. Mobile Gas Corp., 350 U. S. 332, and F. P. C. v. Sierra Pacific 
Power Co., 350 U. S. 348, which prohibits our reviewing these increased rates un- 
der section 4 of the act. Unlike the situation in the Mobile and Sierra Pacific 
cases, the change was agreed upon by both parties and, therefore, is subject to our 
review under section 4 which provides for the filing of all rates under such rules 
and regulations as the Commission may prescribe and for the filing of changes 
in rates. In accordance with this statutory authority and section 16, we pro- 
vided that a change in rate includes future or periodic changes contained in the 
rate schedules of independent producers (section 154.94 (c), 15 CFR 154.94 (c) ). 
Therefore, under the statute and our regulations, increased rates must be filed 
in accordance with the regulations irrespective of whether they are contained in 
a contract previously filed as a rate schedule. 

Turning now to the merits of the rate increase proposal, the evidence sub- 
mitted by Forest Oil referred to above, is precisely the kind of evidence that we 
found insufficient in the Union Oil, Sun Oil, and Crow Drilling cases. Further, 
none of the evidence presented by Forest Oil, or otherwise appearing in the rec- 
ord, shows what revenues are necessary to further exploration or other produc- 
tion functions. As we said in the Union Oil case, general statements by expert 
witnesses that increased rates are needed or desirable as an incentive for this 
purpose are not evidence that the 17-cent rate is just and reasonable. 

In order to determine Forest Oil’s just and reasonable rates, it is essential that 
the conventional rate-base method of ratemaking be used at least as a basis of 
comparison or point of departure. City of Detroit v. F. P. C., 230 F. 2d 810 
(CADC), certiorari denied, 352 U. S. 829. Since the record does not contain the 


information that is required here and the burden of proof rests with Forest Oil 
under section 4 (c) of the act, the motions to dismiss made by the New York 
Public Service Commission, the distribution companies and staff counsel must be 
granted, and in accordance with our order of February 26, 1957, the proceedings 
must be terminated in the interest of consumers. 


The Commission further finds: 


(1) Forest Oil is an independent producer of natural gas engaged in the sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The sale of natural gas by Forest Oil to Transco made pursuant to the pro- 
vision of Forest Oil’s FPC Gas Rate Schedule No. 1 and supplement No. 1 thereto 
is a sale of natural gas for resale for ultimate public consumption within the 
meaning of the Natural Gas Act. 

(3) The increased rate embodied in supplement No. 1 to Forest Oil’s FPC 
Gas Rate Schedule No. 1 constitutes a change in rate within the meaning of 
section 4 (d) and (e) of the Natural Gas Act. 

(4) Evidence of arm’s-length bargaining and of market value of the gas sold 
by the applicant, without evidence that the increased rate is no higher than neces- 
sary to encourage exploration for and production of known and future gas re- 
serves, is not sufficient to prove the justness and reasonableness of the increased 
rate. 

(5) Our delegated rate-making authority under the Natural Gas Act does not 
empower us to determine just and reasonable rates on the basis of arm’s-length 
bargaining and market value alone, without evidence that the increased rate is no 
higher than necessary to encourage exploration for and production of known and 
future gas reserves of the applicant. 
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(6) Forest Oil has failed to sustain the burden of proof imposed upon it under 
section 4 (e) of the Natural Gas Act to show that its increased rate is just and 
reasonable. 

(7) It is appropriate and in the public interest that the time for making of 
refunds should be fixed at 70 days from the date of issuance of this order. 

(8) To the extent that the exceptions above referred to are inconsistent with 
the Commission’s order herein, they should be denied. 


The Commission orders: 


(A) The increased rate embodied in Forest Oil’s Supplement No. 1 to its FPC 
Gas Rate Schedule No. 1, which went into effect under an agreement and under- 
taking to assure refund of excess charges, is hereby disallowed. 

(B) The rates and charges contained in Forest Oil’s FPC Gas Rate Schedule 
No. 1, shall remain and continue in full force and effect until further order of the 
Commission or until changed in accordance with the Natural Gas Act. 

(C) Within 70 days from the date of the issuance of this order, Forest Oil 
shall refund to Transco the difference between the amounts collected from Transco 
under Supplement No. 1 to Forest Oil’s FPC Gas Rate Schedule No. 1, and the 
amounts which result from the application to the volumes of gas purchased during 
the refund period of Forest Oil’s rates and charges, under its F. P. C. Gas Rate 
Schedule No. 1, together with simple interest at the rate of 6 percent per annum 
from the date of receipt of such excess amounts in the refund period to the date 
of refund, and Forest Oil shall bear all costs incidental to the making of such 
refund. 

(D) Within 90 days from the date of issuance of this order, Forest Oil shall 
report to the Commission in writing and under oath the details of its calculations 
resulting in the refunds made pursuant to paragraph (C) above, together with 
a copy of a release from Transco with respect to such refund. 

(E) The motion to terminate the proceedings for lack of jurisdiction filed 
by Forest Oil and by order of the Commision issued herein May 28, 1956, referred 
to the presiding examiner to be ruled upon as a part of the initial decision, is 
hereby denied. 

(F) The motions to dismiss Forest Oil’s rate increase, entered by counsel for 
interveners and staff counsel, and reentered of record at the hearing sessions here- 
in of January 16, 1956, are hereby granted. 

(G) The request for oral argument by Forest Oil is hereby denied. 

(H) Upon completion of the refund to the satisfaction of the Commission as 
ordered in paragraph (C) above, and the reporting pursuant to paragraph (D) 
above, Forest Oil’s undertaking to make a refund dated April 14, 1955, shall be 
discharged and the proceedings herein shall be terminated. 

(I) Exceptions filed with respect to the initial decision of the presiding ex- 
aminer which are inconsistent with our action herein are hereby denied. 

Acting Chairman Digby dissenting. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R- 
Connole and Arthur Kline. 
CITIES SERVICE GAS COMPANY, DOCKET NO. G-10975 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued April 26, 1957) 


Cities Service Gas Company (applicant), a Delaware corporation with its 
principal place of business in Oklahoma City, Oklahoma, filed on August 27, 1956, 








oe 
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as Supplemented on September 4 and 17, 1956, an application for a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
authorizing the construction and operation of approximately 1537 feet of 3-inch 
welded gas pipeline extending from a point on its 12-inch line in Atchison County, 
Kansas, to a proposed meter setting and appurtenances near Atchison, Kansas, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the application. 

Applicant proposes to construct and operate the natural gas facilities described 
hereinabove for the purpose of supplying the entire fuel requirements of the in- 
stallation of the Department of the Army Ordnance Corps Storage Facility, At- 
chison Cave (Army), at said point. The estimated peak day and annual re- 
quirements of the Army installation for the first three years of operation are as 
follows: 











| 
Peak Day (M. c. f. at 14.73 p. s. i. a.) Summer} Winter | Annual 
WO IN ss a icc occa cones e serene ee | 149.2} 89.5 36, 479 
BN add Di caninte ica hiilicn dcp asada d bates die ate ie eee eee 2 149. 2 89.5 36, 479 
aah aa a aca hea Be wee | 149.2 | 89.5 36, 479 
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Temporary authorization for the construction and operation of the proposed 
facilities was granted by the Commission on December 14, 1956, without preju- 
dice to final determination. 

The cost of the proposed facilities is estimated at $4,377, which will be de- 
frayed from treasury cash. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 16, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to section 1.30 (c) (1) of the Commission’s rules of practice 
and procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation with its 
principal place of business in Oklahoma City, Oklahoma, owns and operates a 
natural gas transmission system in several states, and is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of December 28, 1943, in docket 
No. G-298, 4 F. P. C. 471. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of applicant’s 
existing pipeline system, and the construction and operation thereof by applicant, 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act. 

(3) The proposed construction and operation of the facilities hereinbefore 
‘described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragrpahs (a), (b), (c) (3), (ce) (4), and (e) of section 
157.20 of the Commission’s rules of practice and procedure should attach to the 
certificate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
shall be completed and in actual operation should be fixed at 4 months from the 
date on which this order issues. 

(6) Public convenience and necessity require also that a condition should 
attach to the certificate hereinafter issued that applicant’s delivery of natural 
gas to the Department of the Army be limited to the maximum of 150 M. ec. f. 
per day proposed to be delivered. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission's rules 
of practice and procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application for the transpor- 
tation of natural gas as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of applicant and the general terms and conditions set forth in para- 
graphs (a), (b), (c) (8), (ce) (4), and (e) of section 157.20 of the Commission’s 
rules of practice and procedure and also the condition that deliveries of natural 
gas by applicant to the described Army installation shall be limited to the maxi- 
mum of 150 M. c. f. per day, as proposed, shall attach to the issuance of the cer- 
tificate granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of section 
157.20 of the Commission’s rules of practice and procedure is hereby fixed at 
4 months from the date on which this order issued. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G—11284 
ORDER PERMITTING AND APPROVING ABANDONMENT 
(Issued April 26, 1957) 


Hope Natural Gas Company (Applicant), a West Virginia corporation whose 
address is Clarksburg, West Virginia, filed on October 24, 1956, an application 
for permission to abandon facilities, pursuant to section 7 of the Natural Gas 
Act, all as more fully represented in the application which is on file with the 
Commission and open for public inspection. 

Applicant seeks permission to abandon two 500-horsepower gas engine com- 
pressor units at its Kennedy Compressor Station in Lewis County, West Vir- 
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ginia. This station is used principally to compress locally produced gas for 
delivery to Hastings Station. 

The available volume of gas produced from the area served by the Kennedy 
Compressor Station has diminished until it is no longer necessary to operate 
applicant’s two 500-horsepower “Rathbun Jones” engine units. These 38-year 
old machines represent less than 16 percent of the 6,350 total installed horse- 
power in the compressor station. During the last 2 years they have been op- 
erated only 220% hours, or slightly more than one percent of the possible 
operating time. Repair parts are unavailable for the two compressors. 

No curtailment of service will result from the proposed abandonment of the 
two compressors. Maintenance and operating expense on them will be elimi- 
nated. It is proposed to sell them for scrap to the highest bidder. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 19, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Company. a West Virginia corporation, 
with its principal place of business in Clarksburg, West Virginia, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of April 27, 1943, in docket No. G—290, 
3 F. P. C. 994. 

(2) The facilities to be abandoned, as heretofore described, are subject to 
the jurisdiction of the Commission, and abandonment of such facilities by ap- 
plicant is subject to the requirements of subsection (b) of section 7 of the 
Natural Gas Act. 

(3) Such abandonment by applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and ap- 
proving same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s 
rules of practice and procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to section 1.30 
(c) (1) of said rules. 


The Commission orders: 


(A) Permission and approval of the abandonment by applicant of the facili- 
ties hereinbefore described, all as more fully described in the application in 
this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 
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Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. 
DOCKET NO. G-11425, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY*® 
(Issued April 26, 1957) 


On November 5, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed an application for a certificate of public convenience and necessity, pur- 
suant to section 7 of the Natural Gas Act, authorizing the construction, instal- 
lation and operation of approximately 1.52 miles of 4-inch pipeline, together 
with a meter station and appurtenant equipment. Transco states that the 
proposed 4-inch pipeline will extend from Transco’s existing 8-inch Conoco- 
Driscoll lateral to the proposed meter station in Orcones Field, Duval County, 
Texas, where deliveries of gas from Blair-Vreeland, et al., wells in the afore- 
mentioned field will be metered. 

The estimated cverall capital cost of the proposed facilities is $49,000, which 
is to be financed from Transco’s available funds. 

2 es * . . . s 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 22, 1957, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests in opposition to the 
granting of the applications have been received. Staff counsel moved orally 
at the hearing that the iniermediate decision procedure be omitted and the 
Commission render a decision pursuant to section 1.30 (c) (1) of the Commis- 
sion’s rules of practice and procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business at Houston, Texas, is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of April 28, 1950, In the Matter of Trans- 
continental Gas Pipe Line Corporation, Docket No. G-1277, 9 F. P. C. 32. 

(2) The facilities hereinbefore described, as more fully described in Trans- 
co’s application, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jursdiction of the Com- 
mission, as integral parts of Transco’s existing pipeline system and the con- 
struction and operation thereof by Transco are subject to the requirements of 


subsections (c) and (e) of section 7 of the Natural Gas Act. 
” + + o * s 


(5) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Transco 
and the proposed sale of natural gas by Blair-Vreeland, et al., together with the 
cperation of any facilities subject to the jurisdiction of the Commission nec- 
essary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c)(4) and (e) of section 
157.20 of the Commission’s rules of practice and procedure (18 C. F. R. 157.20) 
should attach to the certificate hereinafter issued to Transco in docket No. 
G-11425 and to the exercise of the rights granted thereunder and that the time 
within which construction of the facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at 3 months from the date on which 
this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, section 1.30 (c) of the Commission’s rules of 
practice and procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to section 1.30 (c) (1) of 
said rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Transcontinental Gas Pipe Line Corporation to con- 
struct and operate the facilities hereinbefore described, all as more fully 
described in its application in this proceeding and the exhibits appended thereto, 
for the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

* - * * * * * 


(C) The certificate to Transco shall be accepted in writing, and under oath, 
by a responsible official of Transco, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c)(4) and (e) of section 157.20 of the 
Commission’s rules of practice and procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


(E) The time within which the facilities hereby authorized by Transco shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
section 157.20 of the Commission’s rules of practice and procedure is hereby fixed 
at 1 month from the date on which this order issues. 

(F) The certificates issued to Transco and Blair-Vreeland, et al., are not 
transferable and shall be effective only so long as they continue the acts or opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, and the applicable rules, regulations and orders of the Commission. 


* * * * * * x 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 

DORCHESTER CORPORATION, ET AL., DOCKET NO. G-11533, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued April 26, 1957) 

* - * * * * o 


Dorchester Corporation, a Delaware corporation, with its principal place of 
business in Dallas, Texas, filed an application on November 26, 1956, in docket 
No. G-11533, pursuant to section 7 of the Natural Gas Act, for a certificate of 





*Omitted portions of this order relate to the issuance of independent producér 
certificates. 
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public convenience and necessity, authorizing it to continue the sale and operation 
of facilities which Texon in docket No. G—-11532 seeks permission and approval 
to abandon, subject to the jurisdiction of the Commission, and as more fully 
described in the application filed in this proceeding. 


* * * * * * * 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 18, 1957, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to section 1.30 (c) (1) of the Commission’s rules of 
practice and procedure. 


The Commission finds: 
7 = * . . * a 


(2) Dorchester Corporation upon completion of the proposals made in docket 
No. G-11533 will be engaged in the sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and, therefore, will be a “natural-gas company” within the mean- 
ing of the Natural Gas Act. 

. 7 o . + - . 

(5) The sale of natural gas as proposed by Dorchester Corporation, herein- 
before described, and as more fully described in the application filed herein in 
docket No. G—11533, will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sale by Dorchester Corporation, together 
with the continued operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, is subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act. 

(6) Dorchester Corporation is able and willing properly to do the acts and 
to perform the service proposed, and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(7) The sale of natural gas by Dorchester Corporation, together with the con- 
tinued operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, is required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of 
of the intermediate decision procedure under section 1.30 (c) of the Com- 
mission’s rules of practice and procedure, was unopposed by any party of 
record and, not having been denied by the Commission, is granted pursuant 
to section 1.30 (c) (1) of said rules. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to Dorchester Corporation upon the terms and conditions of this order, au- 
thorizing the sale by Dorchester Corporation of natural gas in interstate 
commerce for resale, together with the continued operation of any facilities, 
subject to the jurisdiction of the Commission. used for the sale of natural gas 
in interstate commerce, as hereinbefore described. and as more fully described 
in the application and exhibits in docket No. G-11523. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Dorchester Corpora- 
tion within 30 days from the date of issuance of this order. 
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(C) The certificate is not transferable and shall be effective only so long as 
Dorchester Corporation continues the acts or operations hereby authorized in 
accordance with the provisions of the Natural Gas act, and the applicable 
rules, regulations and orders of the Commission. 

(D) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of section 4 of the Natural Gas Act, or of section 154 of 
the Commission’s rules and regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commis- 
sion in any proceeding now pending or hereafter instituted by or against the 
Dorchester Corporation. Further, our action in this proceeding shall not 
foreclose nor prejudice any future proceedings or objection relating to the 
operation of any price or related provision in the gas purchase contracts 
herein involved. 

* * * * * ~ ” 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY 
DOCKET NO. G—11568 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 26, 1957) 


Texas Illinois Natural Gas Pipeline Company (applicant), a Delaware cor- 
poratién with its principal place of business at Chicago, Illinois, filed on De- 
ecember 6, 1956, an application for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, authorizing it to 
construct and operate a tap and 1,000 feet of 4-inch lateral line together with 
a metering and regulating station and to supply and sell additional volumes 
of natural gas to Northern Illinois Gas Company for resale and distribution 
in the towns of Fairbury, Chatsworth, and Forrest, Livingston County, Illinois, 
all as more fully described in the application. 

Northern Illinois Gas Company, above referred to, is a local distributing 
company enfranchised by the municipalities above named to sell and dis- 
tribute natural gas to the inhabitants of the towns and to construct and 
operate the facilities therefor. 

The Illinois Commerce Commission has granted Northern Illinois Gas Com- 
pany certificate authority to construct and operate facilities to enable it to 
distribute natural gas in the three towns. 

The estimated total cost of applicant’s proposed facilities is $36,100, which 
eost will be financed from funds on hand. 

The volumes of natural gas to be transported and sold to Northern Illinois 
Gas Company through the proposed facilities of Applicant for the first three 
years of operation are as follows: 

Peak Day Requirement Annual Requirement 
Year of Service (M. c. f.) (M.c. f.) 
85, 520 
90, 360 
116, 500 
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Northern Illinois Gas Company proposes to serve the three towns with gas 
from its existing allocation from Texas Illinois so that no additional. obliga- 
tion will be imposed on applicant by virtue of the proposed service. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 22, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to section 1.30 (c) (1) of the Commission’s rules of practice and 
procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and, there- 
fore, is a natural gas company within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described and as more fully described in the 
application, which are proposed to be constructed and operated by applicant, will 
be used in or for the transportation and sale of natural gas, subject to the 
jurisdiction of the Commission, as an integral part of applicant’s existing natural 
gas pipeline system, and therefore, are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
seryices proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation by applicant of the facilities referred to 
in paragraph (2) above are or will be required by the public convenience and 
necessity, and, therefore, applicant’s request for a certificate of public conven- 
ience and necessity should be granted and applicant authorized to perform the 
aforesaid acts, operations, and services hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under section 1.30 (c) of the Commission’s rules 
of practice and procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to section 1.30 (c) (1) of 
the said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to Texas Illinois Natural Gas Pipeline Company authorizing the construction and 
operation of the facilities described in its application and the sale and delivery 
of the volumes of natural gas above described herein and as set forth in the 
application to Northern Illinois Gas Company for the purpose of serving the 
towns of Fairbury, Chatsworth and Forrest, Livingston County, Illinois. 

(B) There shall attach to the issuance of the certificate granted in the fore- 
going paragraph (A), and the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in section 157.20 of the 
Commission's regulations under the Natural Gas Act, and the time in which the 
facilities so authorized shall be constructed and in operation is hereby fixed to be 
1 year from the date of issuance of this order. 

(C) The certificate granted herein shall be accepted in writing by an officer 
of the applicant duly authorized to execute an acceptance within 30 days after 
this order is issued, and failing such acceptance this certificate shall be null 
and void. 
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Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


HONESDALE GAS COMPANY, DOCKET NO. G-10469 


ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 
AND DECLARATION OF EXEMPTION 


(Issued April 29, 1957) 


Honesdale Gas Company (applicant), a Pennsylvania corporation, having its 
principal place of business at Honesdale, Pennsylvania, filed on May 24, 1956 an 
application and on July 23, 1956 and December 4, 1956 supplements thereto, pur- 
suant to Section 7 of the Natural Gas Act, for (1) an order under section 7 (a) 
directing Tennessee Gas Transmission Company (Tennessee) to establish physi- 
eal connection of its transmission facilities with the proposed facilities of and 
to sell and deliver gas to Applicant for distribution in the Borough of Honesdale, 
Texas Township, Wayne County, Pennsylvania and the adjacent area; (2) an 
order issuing a certificate of public convenience and necessity authorizing ap- 
plicant to engage in the transportation and sale of natural gas and to undertake 
the construction, extension and operation of its facilities. 

Applicant proposes to build a 4-inch O. D. lateral line 5,636 feet in length, con- 
necting its existing distribution system to Tennessee’s existing Hebron-Greenwich 
line. Applicant is presently engaged in distributing propane air gas at retail 
and proposes to convert its system to natural gas. 

Applicant’s facilities and operations will be entirely within the State of Penn- 
sylvania and the natural gas that it will handle will be consumed entirely in 
Pennsylvania. 

The total cost of the facilities proposed to be built by applicant to receive and 
handle natural gas is estimated at $26,496, including the conversion of cus- 
tomers’ appliances, which applicant proposes to finance with a short term bank 
loan. 

The estimated natural gas requirements for the area are as follows: 


| 1957 | 1958 1959 


Peak daily demand 262 
PR ST as hs Ta sccccintsicon ecineinchiectarenscinigtniccasitanne isabaetnine et 28, 900 


Tennessee filed an answer to the application herein on June 18, 1956 stating 
that it has no objection to serving the requirements of applieant provided that 
applicant is required to execute a service agreement with Tennessee under an 
appropriate rate schedule of Tennessee’s tariff and provided applicant is re- 
quired to build, at its own cost and expense, such pipeline facilities as are neces- 
sary between applicant’s distribution system and the main line of Tennessee. 
Tennessee also states that it will be able to deliver the small quantity of gas re- 
quested by applicant without any undue burden being placed upon it, and without 
impairing its ability to render adequate service to its existing customers. 

Pursuant to due notice a public hearing was held in Washington, D. C. on 
April 15, 1957 respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
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decision herein pursuant to Section 1.80..(c) (1) of the Commission’s rules of 
practice and procedure. 

Thereafter, and on April 17, 1957 the Pennsylvania Public Utility Commission 
certified to the Federal Power Commission that it has and is exercising regula- 
tory jurisdiction over the rates, service and facilities of applicant. 


The Commission finds: 


(1) That Tennessee Gas Transmission Company, a Delaware corporation hav- 
ing its principal place of business at Houston, Texas, is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate com- 
merce of such gas for resale, and therefore, is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
docket Nos. G-808, 6 F. P. C. 122; G-989, 7 F. P. C. 555; and G-962, 7 F. P. C. 
1087. 

(2) That Honesdale Gas Company (applicant) is a Pennsylvania corporation 
having its principal place of business at Honesdale, Pennsylvania and is engaged 
in manufacturing and supplying gas for light, heat and fuel to the public in the 
Borough of Honesdale, Texas Township, Wayne County, Pennsylvania, and the 
adjacent area. 

(3) That it is necessary or desirable in the public interest that Tennessee Gas 
Transmission Company be directed to establish physical connection of its natural 
gas transportation facilities with the proposed facilities of applicant and to sell 
and deliver to applicant natural gas up to its estimated third year requirement 
of 417 M. c. f. per day at 14.73 p. s. i. a. for resale and distribution in the 
Borough of Honesdale, Pennsylvania and the adjacent areas, as hereinbefore 
described and as hereinafter ordered and conditioned. 

(4) That the ability of Tennessee to render adequate service to its existing 
customers will not be impaired and no undue burden will be placed upon Tennes- 
see as a result of the direction contained in paragraph (3) hereof. 

(5) That applicant’s facilities will be entirely within the State of Pennsylvania 
and that it will receive and transport natural gas in Pennsylvania and sell such 
gas for consumption entirely in Pennsylvania. 

(6) The Pennsylvania Public Utility Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of applicant. 


The Commission orders: 


(A) That Tennessee Gas Transmission Company be and it is hereby directed 
to establish physical connection of its natural gas transportation facilities with 
the natural gas facilities proposed to be constructed and operated by Honesdale 
Gas Company, (applicant), as hereinbefore described and to sell and deliver to 
applicant up to its estimated third year requirement of 417 M. c. f. of natural gas 
per day at 14.73 p. s. i. a. for resale and distribution in the Borough of Honesdale, 
Pennsylvania andthe adjacent area, as hereinbefore described, provided that 
applicant shall be prepared to receive gas from Tennessee within 1 year from the 
date of issuance of this order. 

(B) That the date of commencement of service to applicant shall be re- 
ported by Tennessee to the Commission in writing and under oath within 30 days 
after the commencement of such service. 

(C) The Commission declares by reason of the foregoing that Honesdale 
Gas Company is exempt from the provisions of the Natural Gas Act and the 
orders, rules and regulations of this Commission issued pursuant thereto. 
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Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. ' 


GREENWOOD COUNTY, SOUTH CAROLINA, PROJECT NO. 1267 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued April 29, 1957) 


Application was filed July 30, 1951, and later supplemented, by Greenwood 
County, South Carolina, licensee for major project No. 1267, located on the Saluda 
River, navigable waters of the United States, in Greenwood, Laurens, and New- 
berry Counties, South Carolina, for amendment of the license for the project as 
hereinafter specified. 

The application seeks amendment of the license to show the normal operating 
level of the reservoir at 440.0 feet instead of the maximum normal reservoir 
elevation of 441.5 feet, to change the annual charge provision to conform to pres- 
ent Commission regulations and for Commission approval and inclusion in the 
license of certain exhibits showing and describing the 44-kv transmission-line 
right-of-way and showing the project boundary. 

Applicant states that past operating experience has shown that the operating 
level of the reservoir cannot be maintained at elevation 441.5 feet. It states 
also that the operating level of the reservoir is normally held at about elevation 
437 to 438 feet and, therefore, a maximum normal operating level of elevation 
441.5 feet is not necessary. 

The effects of the amendment, among others, will be to reduce the operating 
level of the project reservoir and to show the project boundary. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) Public notice has been given. 

(3) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the administrative annual charge is 20,000 
horsepower. The amount of the annual charge to be paid under the license for 
the purpose of reimbursing the United States for the costs of administration of 
part I of the Federal Power Act is reasonable as hereinafter fixed and specified. 

(4) The following exhibits filed as part of the application and superseding 
exhibit J (F. P. C. No. 1267-9), now part of the license for the project, conform 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project : 

Ecrhibit J (F. P. C. No. 1267-53) ; and 

Erhibdit K (F. P. C. No. 1267-44 to —54, inclusive ; and -55 to -70, inclusive) 
and the superseded exhibit should be eliminated from the license. 


The Commission orders: 


(A) The above-specified exhibits filed as part of ‘the application are approved 
as part of the license for the project. 

(B) The above-specified superseded exhibit is eliminated from the license for 
the project. 

(C) The license for project No. 1267—which was issued February 11, 1935, 
to Greenwood County and subsequently amended—is further amended, effective 
as of January 1, 1957, to provide for the changes described in the second puara- 
graph of this order ; said amendment being : 

ParaGRaPH I. Article 2 of the license as amended is further amended by 
amending paragraph A thereof and that portion of paragraph B thereof describ- 
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ing the project works, so that the amended portion of the article shall read as: 
follows: 

Article 2. The project covered by and subject to this license is located in Green- 
wood, Laurens, and Newberry Counties, South Carolina, and consists of: 

A. All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands neces- 
sary or appropriate for the purposes of the project, whether such lands or in- 
terest therein are owned or held by the licensee or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits which formed part of the application for amendment of 
license and which are designated and described as follows: 

Evhibit J: (F. P. C. No. 1267-54), general map of project area filed in the 
Commission April 22, 1952; 

Evhibit K: (F. P. C. Nos. 1267-44 to -53, inclusive) showing the project bound- 
ary of the 44-kv transmission-line right-of-way, filed in the Commission July 30, 
1951; and (F. P. C. Nos. 1267-55 to —70, inclusive) showing the project boundary 
of project lands, filed in the Commission April 22, 1952. 

B. All project works consisting of : 

An earth dam in and across the Saluda River; a forebay on the left bank lead- 
ing to the spillway and powerhouse; a reservoir with normal operating level at 
elevation 440.0 feet with an area of about 11,400 acres at full pool and a usable 
storage of about 174,000 acre-feet at a 20-foot drawdown; a concrete spillway 
structure with steel Tainter gates surmounted by flashboards; a powerhouse, 
adjacent to the spillway, containing three generating units of equal size, each 
comprised of a 7,400-horsepower turbine connected to a 5,000-kilowatt genera- 
tor; a step-up substation; a 44-kv transmission line to Goldville and a 44-kv 
transmission line loop connecting the plant with the towns of Greenwood, 
Laurens, Goldville, and Newberry; and appurtenant electrical and mechanical 
facilities. 

PARAGRAPH Ir. Article 19 of the license as amended is further amended by 
deleting “maximum” in the first line of paragraph (a) of said article and by 
substituting “440.0” for “441.5” in the second line of paragraph (a) of said 
article and in the third, fourth, and sixth lines of paragraph (b) of said article, 
so that the article shall read as follows: 

Article 19. (a) The normal operating level of the reservoir shall be elevation 
440.0 feet ; 

(b) The licensee shall reasonably operate the main spillway at Buzzards 
Roost Dam, up to its full controllable capacity, so that the water surface ele- 
vation shall not exceed 440.0 feet. In case the water surface exceeds 440.0 
feet the licensee shall continue to utilize the full controllable capacity of the 
spillway until the water surface elevation has receded to elevation 440.0 feet; 

(c) The fuse plug in the emergency spillway channel shall be breached when 
the level of the reservoir water surface reaches elevation 450 feet. 

PARAGRAPH It. Article 20 of the license as amended is further amended by sub- 
stituting “440.0” for “441.5” in the sixth line of said article, so that the article 
shall read as follows: 

Article 20. The licensee shall cut and remove or destroy, to the satisfaction 
of the representative of the Commission, all brush and trees in that zone within 
and adjacent to the area to be submerged which is included between the con- 
tour of elevation 420 feet above mean sea level, and a line 5 feet horizontally 
from the outside of the contour 440.0 feet above sea level, and shall remove or 
destroy all floatable refuse or other material within said area to be submerged. 
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The licensee shall also cut in such manner or so remove or destroy brush or 
trees within said area to be submerged that no part of such brush or trees shall 
project above said elevation of 420. 

PARAGRAPH Iv. Article 24 of the license as amended is further amended to read 
as follows: 

Article 24. The licensee shall pay to the United States the following annual 
charge: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of part I of the act, one (1) cent per horsepower on the authorized in- 
stalled capacity (20,000 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calen- 
dar year for which the charge is made. 

PARAGRAPH V. This amendment in the manner set out above shall not operate to 
alter or amend the license in any other respect and shall not in any way con- 
stitute a waiver of any other part, provision or condition of the license as here- 
tofore amended. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the accept- 
ance of this amendment of license, it shall be signed for the licensee and re- 
turned to the Commission within 60 days from the date of issuance of this 
order. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R, 
Connole and Arthur Kline 


ALPINE TRADING COMPANY AND BASIL ROBINSON 
PROJECT NO. 1520 
ORDER ACCEPTING SURRENDER OF LICENSE (MINOR) 


(Issued April 29, 1957) 


On June 11, 1956, Alpine Trading Company, licensee for minor project No. 1520, 
filed an application for surrender of the license for the project, and on April 4, 
1955, Basil Robinson, lessee for the project, requested cancellation of the license 
for the project. 

The original license for the project was issued June 26, 1939, to Alpine Trading 
Company for a period of 10 years. A new license for the project—to be located 
on Whiskey Creek, a tributary of Willow Creek, near the town of North Fork 
in Madera County, California, and affecting lands of the United States within 
the Sierra National Forest—was issued to Alpine Trading Company on April 10, 
1951, for a period of 10 years effective as of June 26, 1949. 

The Commission approved the lease of the project properties, effective as of 
June 26, 1953, to Basil Robinson. 

The lessee informed the Commission that it was requesting cancellation of the 
license because of the opposition of neighbors to the application for a water right 
and since it was then possible to obtain power from the local utility. 

The licensee informed the Commission that the lessee had obtained title to the 
project properties and that all documents pertaining to the project had been 
turned over to the lessee. 
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The Forest Service has informed the Commission that the project was never 
constructed to a point where it interfered with or affected forest lands and has 
recommended that surrender of the license be accepted. 

The project has not been completed ; lands of the United States have not been 
occupied ; the annual charges under the license have been paid through December 
31, 1955; and the licensee’s copy of the license instrument has been misplaced 
or lost and, therefore, has not been returned. 


The Commission finds: 


Acceptance of surrender of the license for the project is appropriate as herein- 
after provided. 


The Commission orders: 


Surrender of the license for minor project No. 1520 is accepted, effective as of 
December 31, 1955. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


WILCOX TREND GATHERING SYSTEM, INC., DOCKET NO. G-11434 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued May 3, 1957) 


On November 7, 1956, Wilcox Trend Gathering System, Inc., (Applicant), 
filed in Docket No. G—11434 an application for a certificate of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and operation of approximately 3.83 miles of 4-inch supply lateral 
pipeline to extend from Milepost 45.15 on Applicant’s existing 16-inch main 
transmission line in DeWitt County, Texas, to a point in the North Meyersville 
Field, DeWitt County, Texas, together with two meter stations and appurte- 
nances, in order to receive natural gas produced in the North Meyersville Field 
by Midstates Oil Corporation, et al. (Midstates). The estimated total cost of 
the proposed facilities is $53,400 which cost is to be financed from corporate 
funds, all as more fully represented in its application which is on file with the 
Commission and open for public inspection. 

A certificate of public convenience and necessity covering the above sale of 
natural gas to Applicant was issued on April 22, 1957, to Midstates in Docket 
No. G—11275. 

Applicant will transport in interstate commerce the gas received from Mid- 
states for redelivery to Texas Eastern Transmission Corporation (Texas 
Eastern) at Provident City, Texas. 

The gas supply which will become available by operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 29, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, Wilcox Trend Gathering System, Inc., a Delaware corporation 
with its principal place of business in Dallas, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of December 15, 1952, in Docket No. G—-1959 (17 F. R. 
11,675). 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline 
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system, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore de- 
scribed are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ce) (1), (3), (4), and (e) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the issuance of the certificate referred to in paragraph (4) 
above, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate procedure under Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure was unopposed by any party of record and, not having 
been denied’ by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully set forth in the application in this proceeding 
for the transportation of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (ce) (1), (3), (4), and (e) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation, as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules, is hereby fixed at 
6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-11572 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 3, 1957) 


United Gas Pipe Line Company (Applicant), a Delaware corporation with its 
principal place of business at Shreveport, Louisiana, filed on December 7, 1956, 
an application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation of 
a positive sales meter and regulator station, and appurtenant facilities near 
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Mile Post 99 in Jackson Parish, Louisiana, at an existing tap on its 24-inch 
pipeline that extends from Carthage Field to the Sterlington Compressor Station 
site. 

United proposes to construct and operate the described facilities for the pur- 
pose of making a direct sale of natural gas to T. L. James & Company, Inc., for 
use on a local road construction project near Ruston, Louisiana, and which will 
require approximately 37,500 Mcf, 

Temporary authorization was issued on December 18, 1956, to Applicant for 
the rendering of the service proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 25, 1957, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business at Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232, 3 F. P. C. 
863. 

(2) The facilities hereinbefore described, as more fully described in United’s 
application herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system and the construction and opera- 
tion thereof by Applicant are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant, and 
to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediafe decision procedure, Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record, and, not 
having been denied by the Commission, is granted, pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in its application in this 
proceeding and the exhibits appended thereto, for the transportation of natural 
gas as herein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 
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(B) The certificate to Applicant shall be accepted in writing, and under oath, 
by a responsible official of United, and the general terms and conditions set 
forth in paragraphs (a), (c) (3), (ec) (4) and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure, shall attach to the issuance of 


the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


PORTLAND GAS & COKE COMPANY, DOCKET NO. G-—12253 


amt 

















DECLARATION OF EXEMPTION 


(Issued May 3, 1957) 


Portland Gas & Coke Company (Applicant), filed an application on March 
18, 1957, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the operation of three distribution systems, one 
of which is wholly within the State of Oregon, the other two wholly within the 
State of Washington ; 

(2) Applicant purchases interstate natural gas from Pacific Northwest Pipe- 
line Corporation at a point within the State of Oregon for its Oregon system 
and at points within the State of Washington for its two Washington systems; 

(3) All of the natural gas received by Applicant in the State of Oregon is 
ultimately consumed within that State and all of the system’s facilities are located 
within the said State; 

(4) All the natural gas received by Applicant in the State of Washington is 
ultimately consumed within that State and all of the facilities used for trans- 
porting and distributing such gas are located within the said State; 

(5) The State of Oregon Public Utilities Commission has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, service and facilities of Applicant’s Oregon system; and 

(6) The Washington Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant’s Washington systems. 

Wherefore, the Commission declares, by reason of the foregoing: 

Portland Gas & Coke Company is exempt from the provisions of the Natural 


Gas Act, and the order, rules and regulations of this Commission issued there- 
under. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


PACIFIC NATURAL GAS COMPANY, DOCKET NO. G-12287 
DECLARATION OF EXEMPTION 


(Issued May 3, 1957) 


Pacific Natural Gas Company (Applicant), filed an application on March 
25, 1957, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of natural 
gas in the State of Washington; 

(2) Applicant purchases interstate natural gas from Pacific Northwest Pipe- 
line Company within the State of Washington ; 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Washington and all of its facilities are located within said State; and 

(4) The Washington Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing : 

Pacific Natural Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


NORTHERN STATES POWER COMPANY (MINNESOTA) 
DOCKET NO. E-6733 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued May 6, 1957) 


Northern States Power Company (Northern States),! incorporated under 
the laws of the State of Minnesota and qualified to do business as a foreign 
corporation in the States of North Dakota and South Dakota, with its principal 
place of business in Minneapolis, Minnesota, filed an application on March 7, 
1957, for an order, pursuant to Section 203 of the Federal Power Act, authorizing 
it to acquire and merge or consolidate with its own facilities all of the facilities 
of Saint Anthony Falls Water Power Company (Saint Anthony) and Minne- 
apolis Mill Company (Minneapolis Mill), both wholly-owned subsidiaries of 
Northern States, incorporated under the laws of Minnesota with their principal 
place of business also in Minneapolis, Minnesota. 

According to the application, Northern States proposes to acquire all of the 
respective properties of Saint Anthony and Minneapolis Mill in consideration 
of (1) its extinguishing or assuming all of the aforementioned companies’ debts 
and liabilities, and (2) its surrender to each of them all shares of their out- 
standing capital stock. 

The facilities Northern States proposes to acquire include a 12,400 kw hydro- 
electric generating station known as the Hennepin Island Hydro Plant and 
two dams on the Mississippi River in the City of Minneapolis, Minnesota. The 
Hennepin Island Plant and one of the dams, the Upper Dam, are part of a 
hydroelectric development licensed by the Commission under Section 4 (e) of 
the Act, Project No. 2056.2 The other dam, the Lower Dam, is not included 


1A holding company and an operating company. 

2In a separate order issued concurrently herewith, In the Matters of Saint Anthony 
Falls Water Power Company, Minneapolis Mill Company, and Northern States Power 
Company, Project No. 2056, 17 F. P. C. 642, the transfer of the license now jointly held by 


Northern States, Saint Anthony, and Minneapolis Mill to Northern States alone is 
approved. 
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as a part of the licensed project. The Hennepin Island Plant is currently owned 
by Saint Anthony. The Upper Dam and appurtenant facilities (Upper Dam 
Development), are jointly owned by Saint Anthony and Minneapolis Mill. The 
Lower Dam and appurtenant facilities (Lower Dam Development) * are wholly 
owned by Saint Anthony. 

At the present time the entire electrical output of the Hennepin Island Plant 
is purchased by Northern States. Northern States also currently purchases 
the water requirements for its Consolidated Hydro Plant (operated in con- 
junction with the Upper Dam) from Saint Anthony and Minneapolis Mill. 

The application states that Northern States provides electric service at retail 
in 376 communities and electric energy at wholesale for resale in 22 additional 
communities, all of which are located in 49 counties in Minnesota, four counties 
in North Dakota, and eight counties in South Dakota. Its principal subsidiary, 
Northern States Power Company, a Wisconsin corporation, affords electric 
service at retail in 111 communities in Wisconsin and 12 in Minnesota, and 
electric energy at wholesale for resale to seven additional communities in Wis- 
consin and one in Minnesota.* 

Upon completion of the transactions here contemplated, Northern States 
represents that it will continue to utilize the acquired facilities for the same 
purposes as before, and will cause Saint Anthony and Minneapolis Mill to be 
dissolved as corporate entities as soon as practicable. 

The application states that the proposed acquisition and mergers of facilities 
will be in the public interest in that such will result in further corporate sim- 
plification of the Northern States System by eliminating two subsidiary com- 
panies therefrom and will vest ownership of the license in Project No. 2056 
in one company instead of three companies. The application further states 
that the proposed merger will facilitate administration of the operations here 
involved and will produce a number of operating economies. 

As of December 31, 1956, the stated original cost of the electric utility plant 
of Saint Anthony was $2,583,001, and that of Minneapolis Mill was $1,110,787, 
with applicable reserves for accrued depreciation in the amounts of $538,667 
and $293,695, respectively. The application indicates that Northern States will 
account for the proposed transactions in accordance with the Commission’s 
Uniform System of Accounts. Upon acquisition of the properties, Northern 
States proposes to cancel its financial interest in each of the subsidiaries, 
evidenced by Capital Stock, Demand Notes, and open account indebtedness, in 
the aggregate amount of $2,954,260 as of December 31, 1956. The proposed trans- 
actions will not result in the creation of any acquisition adjustments. 

By order issued on May 11, 1956, In the Matter of Northern States Power 
Company (Minnesota), Project No. 2056, the Commission determined the actual 
legitimate original cost of and accrued depreciation of the constructed portion 
of the Lower Dam Development of the project as of January 1, 1951, in the 
amounts of $163,656.55 and $98,701.00, respectively, and the actual legitimate 


*In addition to the Lower Dam which is not included as a part of the licensed Project 
No. 2056, the Lower Dam Development consists of a powerhouse, ten outdoor-type gen- 
erating units, and associated facilities. 

*By order issued August 29, 1956, In the Matters of Northern States Power Company, 
Interstate Light and Power Company, St. Croiw Falls Wisconsin Improvement Company, 
8t. Croix Power Company, Docket No. E-6692, 16 F. P. C. 876, the Commission authorized 
this subsidiary to acquire and merge three underlying companies, a transaction later 
consummated which resulted in greater corporate simplification of the Northern States 
System. 
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original cost of such Lower Dam Development as of December 31, 1954, in the 
amount of $1,449,393.16. No determination has been made by the Commission 
of the actual legitimate original cost of the properties comprising the Upper 
Dam Development, which were brought under the license for Project No. 2056 
by amendment No. 2; nor has any determination been made of the accrued 
depreciation in the project properties subsequent to January 1, 1951. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
and the Public Utilities Commission of South Dakota, and to the Governor of 
each of those States. Notice was also published in the Federal Register on 
March 21, 1957 (22 F. R. 1900-1901), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a 
petition or protest on or before April 3, 1957, with the Federal Power Commission, 
Washington 25, D. C. No protest or petition or request to be heard in opposition 
to the granting of the application has been received. 


The Commission finds: 





(1) Northern States, a corporation, is a public utility within the meaning 
of Section 203 of the Federal Power Act, subject to the jurisdiction of the 
Commission as heretofore described and set forth in the Commission’s order 
issued September 1, 1955, In the Matter of Northern States Power Company, 
Docket No. E-6637. 

(2) By the proposed transactions, as described above, Northern States will 
merge or consolidate its facilities subject to the jurisdiction of the Commission 
with those of Saint Anthony and Minneapolis Mill, other persons, within the 
meaning and subject to the requirement of Section 203 of the Act. 

(3) The proposed mergers or consolidations of facilities of Saint Anthony 
and Minneapolis Mill by Northern States will be consistent with the public in- 
terest for the reasons as set forth in the recital above. 

(4) Northern States, a registered holding company, is not with respect to 
the proposed mergers or consolidations of facilities, all as described above, 
subject to any requirement of the Public Utility Holding Company Act of 1935, 
or a rule, regulation or order thereunder, and is, therefore, not exempt from 
the requirements of Section 203 of the Federal Power Act by reason of Section 
318 thereof. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 





(A) The proposed mergers or consolidations of facilities of Saint Anthony 
and Minneapolis Mill by Northern States, all as described above, be and they 
hereby are authorized and approved upon the terms and conditions as set forth 
in the application, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission. Nor shall anything herein 
contained be construed as determining the actual legitimate original cost of 
the Upper Dam Development in Project No. 2056 or the accrued depreciation in 
that project subsequent to January 1, 1951. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
and Frederick Stueck. 


SAINT ANTHONY FALLS WATER POWER COMPANY, MINNEAPOLIS 
MILL COMPANY, AND NORTHERN STATES POWER COMPANY 


PROJECT NO. 2056 


ORDER APPROVING TRANSFER OF INTERESTS IN LICENSE (MAJOR) 
(Issued May 6, 1957) 


A joint application was filed March 7, 1957 by Northern States Power Company 
(Northern) and its wholly owned subsidiaries, Saint Anthony Falls Water Power 
Company (Saint Anthony) and Minneapolis Mill Company (Mill Company), joint 
licensees for major Project No. 2056, for approval of transfer of the interests of 
Saint Anthony and of Mill Company, respectively, in the license for the project 
to Northern. The application includes a request that the transfer become effec- 
tive as of the date of conveyance to Northern of the respective project properties 
owned by Saint Anthony and Mill Company. 

The license for Project No. 2056 was issued September 6, 1951, to Saint 
Anthony for a period of 50 years, effective as of January 1, 1951. The transfer 
of the license to Northern was approved by order issued November 30, 1951. The 
license was subsequently amended by our orders issued May 7, 1954 and Novem- 
ber 20, 1956. The later amendment included under the license as joint licensees 
Saint Anthony, Mill Company, and Northern to the extent of their respective 
ownership or interests in the project properties already included in the license or 
included therein by the amendment. The project, which is located on the 
Mississippi River at Minneapolis in Hennepin County, Minnesota, consists of 
the Lower Dam powerhouse; the Upper Dam; the Main Street, Consolidated and 
Hennepin Island powerhouses located at the Upper Dam; and appurtenant 
facilities. The Upper Dam is owned jointly by Saint Anthony and Mill Com- 
pany, and Saint Anthony owns the Hennepin Island powerhouse. All other 
project properties are owned by Northern. 

Concurrently with the filing of the joint application for approval of the transfer 
of interests in the license, Northern filed an application for Commission author- 
ization to acquire all properties, rights, and assets of Saint Anthony and Mill 
Company, thereby making Northern the sole owner of all project works included 
in the license for Project No. 2056. This filing has been docketed as Docket No. 
E-6733. 

Northern has agreed to accept all terms and conditions of the license, as 
amended, as if Northern were the original licensee, and Saint Anthony and Mill 
Company have obligated themselves to pay all annual charges accrued under 
the license to the date of transfer of their interests in the license. 


The Commission finds: 
(1) Northern is a corporation organized under the laws of the State of 


Minnesota and has submitted satisfactory evidence of compliance with the 


requirements of all applicable State laws insofar as necessary for the operation 
of Project No. 2056. 


(2) Approval of the transfer of the interests of Saint Anthony and of Mill 
Company, respectively, in the license for Project No. 2056 to Northern, as herein 
after provided, will not be inconsistent with the public interest. 


The Commission orders: 


(A) The transfer of the interests of Saint Anthony Falls Water Power 
Company and of Minneapolis Mill Company, respectively, in the license for 
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Project No. 2056 to Northern States Power Company, as sole licensee of the 
project, is approved, effective as of the date of conveyance to Northern States 
Power Company of the respective project properties owned by Saint Anthony 
Falls Water Power Company and Minneapolis Mill Company, subject to Section 
9.3 of the Commission’s Regulations under the Federal Power Act, and subject 
to the Commission’s authorization in the matter of Docket No. E-6733 ; provided 
that Northern States Power Company shall be subject to all the conditions of the 
license, as amended, and to all the provisions and conditions of the Federal Power 
Act to the same extent as though it were the original sole licensee; and provided 
further, that in effecting the transfer neither the expenditures on account of the 
project nor the net investment therein shall be increased on account of the 
transfer. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Fed- 
eral Power Act, and failure to file such an application shall constitute acceptance 
by Northern States Power Company of the license for Project No. 2056, as 
amended. In acknowledgment of the acceptance of the license, as amended, this 
instrument shall be signed for Northern States Power Company, as sole licensee, 


and returned to the Commission within 60 days from the date of issuance of 
this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


NATIONAL CONTAINER CORPORATION OF WISCONSIN AND OWENS- 
ILLINOIS GLASS COMPANY, PROJECT NO. 2180 


ORDER APPROVING TRANSFER OF LICENSE (MAJOR) 
(Issued May 6, 1957) 


A joint application pursuant to Section 8 of the Federal Power Act was filed 
February 27, 1957, by National Container Corporation of Wisconsin, licensee for 
major Project No. 2180, and Owens-Illinois Glass Company, of Toledo, Ohio, 
for approval of transfer of the license for the project from the former to the 
latter. 

The license for the project—which is known as Grandmother Falls Project 
and located on the Wisconsin River, a navigable water of the United States, 
near the City of Tomahawk in Lincoln County, Wisconsin—was issued to Na- 
tional Container Corporation of Wisconsin on August 16, 1955, for a period 
effective January 1, 1938, and terminating June 30, 1973. 


The Commission finds: 
(1) The proposed transferee is a corporation organized under the laws of the 


State of Ohio and has submitted satisfactory evidence of compliance with the 


requirements of all applicable State laws insofar as necessary for the opera- 
tion of the project. 


(2) Approval of transfer of the license for the project as hereinafter provided 
will not be inconsistent with the public interest. 
The Commission orders: 


(A) The transfer of the license for Project No. 2180 from National Container 
Corporation of Wisconsin to Owens-Illinois Glass Company is approved, effective 
as of the date of transfer of title to the project properties under the license, 
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subject to Section 9.3 of the Commission’s Regulations under the Federal Power 
Act, provided that the new licensee shall be subject to all the conditions of the 
license and to all the provisions and conditions of the Act to the same extent 
as though it were the original licensee, and subject to the further condition that 
the net investment in the project shall not be increased on account of the 
transfer. ; 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance by Owens- 
Illinois Glass Company of the license for Project No. 2180. In acknowledgment 
of the acceptance of the license, this instrument shall be signed for Owens- 
Illinois Glass Company, the new licensee, and returned to the Commission within 
60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


TRANSCONTINENTAL GAS PIPE LINE CORP., ET AL., 
DOCKET NO G-11395, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY* 


(Issued May 7, 1957) 


On October 30, 1956, Transcontinental Gas Pipe Line Corporation, (Transco) 
filed an application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act, authorizing installation and operation 
of a 4-inch tap upon the 30-inch main of Transco at a point in Hardin County, 
Texas, as more fully described in the application in Docket No. G-11395. The 
purpose of the proposed facilities is to enable Transco to transport natural gas 
purchased from Shell Oil Company which is produced from leases on lands in 
the Arriola Field, Hardin County, Texas. The estimated total cost of Transco’s 
proposed facilities is $2500 which cost will be financed from funds on hand. 

The estimated recoverable gas reserves in the gas producing well on the lease 
of 60 acres amounts to approximately 1,000,000 Mcf. 

* - 7 * * * * 

Temporary authorizations were issued to Transco and to Shell in the above 
designated dockets on January 4, 1957 upon the representations made therefor 
by each of the said applicants. 

Pursuant to due notice, a public hearing was held in Washington D. C., on 
April 29, 1957, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protests to granting of the appli- 
cations have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 


cision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure, 


The Commission finds: 


(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
with its principal office at Houston, Texas, is a “natural-gas company” within 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order of April 28, 1950, In the Matter of Transcontinental Gas Pipe Line 
Corporation, Docket No. G-1277 (9 FPC 32). 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application (Docket No. G—11395) are proposed to be used in the transportation 
and sale of natural-gas in interstate commerce for resale, subject to the juris- 
diction of the Commission, as integral parts of Transco’s existing pipeline sys- 
tem and the construction and operation thereof are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* x x * * * 

(5) Transco and Shell are able and willing properly to do the acts and per- 
form the services proposed by each and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by Transco and 
the proposed sale of natural gas by Shell, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
required by the public convenience and necessity and certificates therefore should 
be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (4) and (e) of Section 
157.20 of the Commission’s Regulations (18 CFR 157.20) should attach to the 
certificates issued to Transco and the exercise of the rights granted thereunder, 
and that the time within which construction of the facilities authorized shall 
be completed and in operation should be 3 months from the date of issuance 
of this order. 


(8) Staff counsel during the hearing moved orally for the omission of the 


intermediate decision procedure (Section 1.30 (c) of the Rules of Practice and 
Procedure) which motion was unopposed by any party of record and not having 


been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) 
of said rules. 


The Commission orders: 


(A) A certificate of public and necessity is hereby issued to Transcontinental 
Gas Pipe Line Corporation to construct and operate the facilities hereinbefore 
described for the transportation and sale of natural gas as set forth in the 
application, subject to the jurisdiction of the Commission and upon the terms 
and conditions of this order. 

+ * * * * * - 

(C) The certificate issued to Transco shall be accepted in writing and under 
oath by a responsible official of Transco, and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commissicn’s Regulations under the Natural Gas Act shall attach to the 
certificate granted in paragraph (A) hereof and the exercise of the rights granted 
thereunder. 

* * - * * ca . 

(E) The time within which the facilities authorized for construction by 
Transco and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations is hereby fixed at 3 months from 
the date of issuance of this order. 

(F) The certificates issued to Transco and to Shell are not transferrable 
and shall be effective only as long as they continue the acts and operations hereby 

506455—59——_438 
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authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission. 


* * * * ~*~ 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
and Frederick Stueck. 


CENTRAL POWER AND LIGHT COMPANY, COMISION FEDERAL DE 
ELECTRICIDAD (SUCCESSOR TO LA JUNTA FEDERAL DE MEJORAS 
MATERIALES), DOCKET NO. IT-6083 

CENTRAL POWER AND LIGHT COMPANY, LA JUNTA FEDERAL DE 

MEJORAS MATERIALES, DOCKET NO. IT-5813 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO AND SUBSTITUTING 
HOLDER OF PRESIDENTIAL PERMIT 


(Issued May 7, 1957) 


Comision Federal de Electricidad (Comision), a governmental agency of the 
Republic of Mexico, which has as its authorized representative Mr. Carlos Alarcon, 
Dupont Circle Building, Washington 6, D. C. and is successor to the operation 
of the electric distribution system at Nuevo Laredo, Tamaulipas, Mexico, for- 
merly operated by La Junta Federal de Mejoras Materiales (La Junta), also 
a governmental agency of the Republic of Mexico, and Central Power and Light 
Company (Central Power), incorporated under the laws of the State of Texas, 
with its principal place of business in Corpus Christi, Texas, on March 5 and 
March 6, 1957, jointly applied for an order modifying the order issued by this 
Commission on February 21, 1952, to the extent of authorizing Comision, in 
lieu of La Junta, and Central Power to transmit electric energy from a point 
at Laredo, Texas, to a point at Nuevo Laredo, Tamaulipas, Mexico, over La 
Junta’s presently authorized facilities in an amount not to exceed 25,000,000 
kilowatt-hours per year at a maximum rate of transmission of not to exceed 
4,500 kilowatts instead of 15,000,000 kilowatt-hours and 3,000 kilowatts, respec- 
tively, as authorized by the order of February 21, 1952. 

Central Power will transmit the electric energy over its transmission lines 
in Texas to a point in Laredo, Texas, from which Comision will transmit such 
energy to Nuevo Laredo, Tamaulipas, Mexico, over the facilities which La Junta 
is now authorized to operate as permittee under the Presidential Permit for 
export facilities signed by the President of the United States on May 20, 1944, 
as amended by the Amendatory Presidential Permit signed November 28, 1952. 

Comision states that the Republic of Mexico, acting by authority of its 
appropriate officials, has transferred the operation of its electric distribution 
System at Nuevo Laredo, Mexico, and the surrounding urea, together with the 
transmission facilities authorized by the above mentioned Permit from La Junta 
to Comision.* Comision further states that on account of the industrial growth 
of the area affected in Mexico, the present exportation of electric energy over 
the authorized facilities is now inadequate to meet the increased needs of 
consumers in that area. The application states that Comision does not possess 


1This Presidential Permit has been held alternately by La Junta and Comision on a 
number of prior occasions since its initial acceptance by La Junta on May 30, 1944, in 
Docket No. IT-5813. By order issued September 20, 1950, in the above-entitled docket, 
the Commission substituted La Junta for Comision as current holder of the Permit. 
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the generating capacity to supply such additional requirements, whereas infor- 
mation contained in the application and in reports filed with this Commission 
indicate that Central Power has sufficient capacity to furnish the additional 
electric energy at the increased rate of supply requested without affecting its 
ability to fulfill the electric energy needs of its customers in the United States. 

The electric energy hereinafter authorized to be transmitted will be trans- 
mitted and sold under the terms and conditions of an agreement between 
Comision and Central Power dated February 1, 1957, which provides, among 
other things, that electric energy exceeding a demand of 2,000 kilowatts fur- 
nished under said agreement will be on an interruptible basis. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the appli- 
eation has been given by publication in the Federal Register on March 26, 1957 
(22 F. R. 1996-7), stating that any person desiring to be heard or to make 
any protest with reference to the application, should on or before April 9, 1957, 
file with the Federal Power Commission, Washington 25, D. C., a petition or 
protest in accordance with the Commission’s Rules of Practice and Procedure. 
No protest or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds: 


(1) The transmission of electric energy from Texas to Mexico, as limited 
herein and as hereinafter authorized, will not impair the sufficiency of electric 
supply within the United States of America and will not impede, or tend to 
impede, the coordination in the public interest of facilities subject to the juris- 
diction of the Commission. 

(2) The substitution of Comision as holder of the Presidential Permit referred 
to above, in lieu of La Junta, constitutes a substitution of one governmental 


agency for another, and should be permitted. 
The Commission orders: 


(A) Comision be and it hereby is substituted as holder of the Presidential 
Permit in Docket No. IT-5813 signed by the President of the United States on 
May 20, 1944, and, as amended by the Amendatory Presidential Permit, signed 
by the President of the United States on November 28, 1952. 

(B) Comision and Central Power be and they hereby are authorized to trans- 
mit electric energy from the United States to Mexico upon the terms and con- 
ditions as set forth in the application, subject to the provisions of this order. 
The maximum amount of electric energy which Comision and Central Power 
are hereby authorized to transmit from the United States to Mexico is 25,000,000 
kilowatt-hours per year at a maximum rate of transmission of not to exceed 
4,500 kilowatts, such energy to be transmitted over the facilities covered by the 
Presidential Permit, as amended, referred to in paragraph (A) above. 

(C) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in paragraph (A) above. 

(D) Comision and Central Power shall conduct all operations pursuant to 
the authorization herein granted in accordance with the provisions of the 
Federal Power Act and any pertinent rules, regulations or orders issued by the 
Commission. 

(E) Central Power, individually, or jointly with Comision pursuant to agree- 
ment with the latter, shall install and maintain adequate metering equipment to 
measure the flow of all electric energy transmitted from the United States to 
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Mexico pursuant to the authority herein granted. Central Power and Comision 
shall make, keep, and preserve full and complete records with respect to the 
movement of such energy, and shall furnish, in triplicate, individual or joint 
reports annually, on or before February 15 of each year beginning with the year 
1958, showing for each month of the preceding calendar year the maximum 
number of kilowatt-hours of electric energy transmitted, the maximum rate 
in kilowatts of such transmission, and the consideration therefor. 

(¥) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but in the event of the invol- 
untary transfer of facilities used hereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial sale), 
shall continue in effect temporarily for a reasonable time thereafter, pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission, accompanied by 
a statement that the physical facts relating to sufficiency of supply, rates, and 
nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over Comision or Central 
Power. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion or any other regulatory body with respect to rates, service, accounts, valua- 
tion, estimates or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission. 

(I) The authorization herein granted shall supersede in all respects that 
heretofore granted by the aforementioned Commission order issued February 
21, 1952. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6740 


ORDER AUTHORIZING ISSUANCE OF COMMON STOCK, PREFERRED STOCK AND 
FIRST MORTGAGE BONDS 


(Issued May 7, 1957) 


El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the State 
of New Mexico, with its principal place of business in El Paso, Texas, filed an 
application on April 3, 1957, as amended April 22 and May 7, 1957, for authoriza- 
tion pursuant to Section 204 of the Federal Power Act, (1) to issue 119,522 
shares of Common Stock, par value $5.00 per share, and (2) to issue and sell 
at competitive bidding 20,000 shares of Preferred Stock, without par value, and 
$6,500,000, principal amount of First Mortgage Bonds, Series due 1987. Appli- 
cant requests exemption of the proposed issuance and sale of the 119,522 shares 
of Common Stock from the Commission’s competitive bidding requirements 
pursuant to Section 34.2 (k) (2) (ii) of the Commission’s Regulations under 
the Federal Power Act on the ground that compliance with the aforementioned 
competitive bidding requirements would not enable the Commission to determine 
whether any fees or other remuneration to be paid directly or indirectly in con- 
nection with such issuance, or whether any term of such issuance or sale is 
inconsistent with the public interest. 
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The proposed shares of Common Stock will be offered pursuant to preemptive 
rights, to the Applicant’s Common Stockholders of record at the close of busi- 
ness on May 6, 1957, at a price of $22.00 per share, on the basis of one share 
for each 15 shares held. Rights to subscribe will be evidenced by transferable 
subscription warrants carrying an oversubscription privilege subject to allotment. 

Applicant proposes to enter into an agreement with Stone & Webster Securities 
Corporation (Stone & Webster), New York 4, New York, as dealer manager to 
disseminate information and to stimulate interest in the exercise of the afore- 
mentioned warrants. Under the dealer manager agreement, Stone & Webster 
is authorized to purchase warrants, to exercise rights and to sell stock acquired 
or expected to be acquired through the exercise of rights. During the sub- 
scription period Stone & Webster may stabilize the price of the Common Stock 
through the purchase of warrants, and during and after such period may sell 
any stock acquired through the exercise of rights. However, it shall not be 
entitled to exercise the privilege to oversubscribe for shares of stock. Stone 
& Webster, in carrying out these services, may act in conjunction with certain 
other securities dealers to be selected by it. 

For these services, Applicant proposes to pay, under the dealer manager 
agreement with Stone & Webster, the sum of $10,756.98 plus five cents per share 
for each of the 119,522 shares subscribed for pursuant to the exercise of warrants. 
In addition, Applicant proposes to reimburse Stone & Webster for its reasonable 
out-of-pocket expenses estimated to be $7,500, and for all concessions (maximum 
of 65¢ per share) allowed to the selected security dealers for shares of the 
proposed issuance purchased by them under the dealer manager agreement. 

Applicant proposes to issue the First Mortgage Bonds under its Indenture of 
Mortgage, dated as of October 1, 1946, to State Street Trust Company (now 
Second Bank-State Street Trust Company) of Boston, Massachusetts, Trustee, 
as supplemented, and as to be further supplemented by a proposed Fourth Sup 
plemental Indenture to be dated May 1, 1957. 

Applicant proposes on or about May 8, 1957, to invite sealed bids for the 
purchase of both of the proposed issuances, Preferred Stock and Bonds, by news- 
paper publication and through distribution of a single form of bid, together 
with a single statement of terms and conditions relating thereto, and separate 
forms of purchase agreements. 

All bids, whether from a single bidder or group of bidders, must be on the 
form of bid furnished by Applicant, and must be for the purchase of all the 
Preferred Stock only, or all the Bonds only, or all the Preferred Stock and all 
the Bonds. Each Preferred Stock bid must specify (1) the dividend rate to be 
borne by the proposed Preferred Stock expressed as a multiple of four cents; (2) 
the price exclusive of accrued dividends to be paid Applicant for the proposed 
Preferred Stock, which price shall be not less than $100.00 per share nor more 
than $102.75 per share; and (3) that Applicant shall be paid the amount of the 
accrued dividends on the Preferred Stock from April 1, 1957, to the date of pay- 
ment therefor, and delivery thereof. Dividends on the proposed Preferred Stock 
will be cumulative from the dividend date next preceding the date of issuance 
thereof, or from the date of issuance, if such is also a dividend date. 

Each Bond bid must specify, among other things, (1) the interest rate to be 
borne by the Bonds, which rate shall be a multiple of 44th of 1 per cent; (2) the 
price exclusive of accrued interest to be paid to Applicant for the Bonds, which 
price shall be not less than 100 per cent or more than 102% per cent of the 
principal amount thereof; and (3) that Applicant shall be paid the amount of 
the accrued interest on the Bonds from May 1, 1957, to the date of payment there- 
for, and delivery thereof. 
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All bids for the proposed issuances of Preferred Stock and Bonds must 
be presented to Applicant at No. 90 Broad Street, 19th floor, New York, New 
York, before 11:00 a. m., New York Time, May 15, 1957 (unless postponed). 
Unless Applicant shall reject all bids with respect to the proposed Preferred 
Stock (which it reserves the privilege to do), or excludes a bid or bids for 
reasons set forth in the statement of terms and conditions, it will accept the 
bid which provides the lowest annual cost of money to it. Similarly, with 
respect to the proposed Bonds, unless Applicant shall reject all bids (which it 
reserves the privilege to do), or excludes a bid or bids for reasons specified in the 
statement of terms and conditions, it will accept the bid which provides the 
lowest annual cost of money to it. 

Each bid for the purchase of the Preferred Stock must be accompanied by a 
certified or official bank check or checks in the aggregate amount of $100,000; 
each Bond bid must be accompanied by such check or checks in the aggregate 
amount of $325,000. 

Applicant will apply the proceeds to be obtained from the proposed issuances 
of Common Stock, Preferred Stock and Bonds, estimated in the approximate 
amount of $11,000,000, (1) to discharge an estimated $9,000,000, principal amount 
of Promissory Notes which Applicant has presently issued or will have issued 
prior to completing the issuances and sales here contemplated,! (2) to reimburse 
its treasury for certain construction expenditures already incurred, and (3) 
to finance additional construction. Applicant’s 1957 construction program ex- 
penditures will approximate $11,215,000 which includes $3,441,000 in additional 
funds for a completion of a 44,000 kilowatt turbo-generator and boiler at its 
Rio Grande Station; $3,757,000 for construction of a new 40,000 kilowatt gen- 
erating unit, also at its Rio Grande Station, to be completed in 1958 ; $2,293,000 
for transmission lines and substations; and $1,434,000 for distribution sub- 
stations and associated facilities. Additional funds as needed for this pro- 
gram will be obtained from earnings or from short-term bank loans. 

By order dated April 10, 1957, the Public Service Commission of New 
Mexico authorized Applicant to issue 119,522 shares of Common Stock, par 
value $5.00 per share; 20,000 shares of Preferred Stock, without par value; 
and $6,500,000 principal amount of First Mortgage Bonds, in the manner as 
described above. 

Written notice of the application has been given to the Railroad Commission of 
Texas and the Public Service Commission of New Mexico and to the Governor of 
each of those States. Notice of the application also was published in the Federal 
Register on April 16, 1957 (22 F. R. 2646), stating that any person desiring to 
be heard or to make any protest with reference to the application should file 
a petition or protest on or before April 29, 1957. No protest or petition or 
request to be heard in opposition to the granting of said application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued April 6, 
1956, In the Matter of El Paso Electric Company, Docket No. E-6665. 

(2) The proposed issuance and sale of Common Stock and the proposed 
issuances and sales of Preferred Stock and Bonds, as described above, will 


1 By order issued November 16, 1956, as supplemented January 18, 1957, In the Matter 
of El Paso Electric Company, Docket No. E-6710, the Commission authorized Applicant 
to issue a maximum of $9,000,000, principal amount of Promissory Notes, all of which 
are to mature not later than December 81, 1957. 
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constitute issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances 
of Common Stock, Preferred Stock and Bonds are, therefore, not exempt by 
virtue of that Section from the requirements of Section 204 of the Act. 

(4) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance of Common Stock from the competitive bidding 
requirements of Section 34.1la, (b) and (c) of the Commission’s Regulations 
under the Federal Power Act. 

(5) There is no affiliation, direct or indirect, through directors, officers or 
stockholders, or the ownership of securities, or otherwise between Applicant 
and Stone & Webster. 

(6) The fees proposed to be paid to Stone & Webster in connection with the 
proposed issuance of Common Stock by Applicant do not appear to be unreason- 
able. 

(7) The proposed issuance and sale of Common Stock and the proposed issu- 
ances and sales through competitive bidding of Preferred Stock and Bonds, all 
as hereinafter authorized, will be for a lawful object, within the corporate 
purposes of Applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by Applicant of service 
as a public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

(8) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock and the proposed issu- 
ances and sales of Preferred Stock and Bonds, all as described above, upon 
the terms and conditions, and for the purposes specified in the application, be 
and the same are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuances and sales at competitive bidding of Preferred 
Stock and Bonds shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements, and Section 34.2 (k) (4) of the 
Rules relating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegram, as 
contemplated by Section 34.9 of the Rules; the foregoing being applicable to 
the proposed issuances of Preferred Stock and Bonds, as the case may be. 

(ii) The Commission, by further order, shall have approved (1) the respective 
prices to be received by Applicant for the proposed Preferred Stock and Bonds, 
and (2) the dividend rate on the proposed Preferred Stock and the interest rate 
on the proposed Bonds. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(HB) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COMISION FEDERAL DE ELECTRICIDAD, CENTRAL POWER AND LIGHT 
COMPANY, DOCKET NO. E-6723 





ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO AND 
SUPERSEDING PREVIOUS AUTHORIZATION 





(Issued May 9, 1957) 





Comision Federal de Electricidad (Comision Federal), a decentralized gov- 
ernmental agency of the Republic of Mexico, with its principal place of business in 
Rodano, Mexico, and having as its authorized representative Mr. Carlos Alarcon, 
Dupont Circle Building, Washington 6, D. C., on January 14, 1957, filed an appli- 
cation for authorization pursuant to Section 202 (e) of the Federal Power Act 
to export from the United States to Mexico up to 233,000,000 kilowatt-hours of 
electric energy per year at a maximum rate of transmission of 45,000 kw. Cen- 
tral Power and Light Company (Central Power), incorporated under the laws 
of the State of Texas, with its principal place of business in Corpus Christi, 
Texas, on March 7, 1957, filed a joinder in Comision Federal’s application. 

The energy which Comision Federal proposes to export will be purchased from 
Central Power at 138,000 volts, three phase, 60 cycles. Central Power will de- 
liver the energy at a point adjacent to the United States side of the Falcon 
Dam. Thereafter the energy will be transmitted to and across the international 
border between the United States and Mexico by means of existing transmission 
facilities of the International Boundary and Water Commission pursuant to 
an agreement between the latter and Comision Federal, a copy of which was 
submitted as a part of the subject application. Those facilities were constructed, 
and are operated and maintained pursuant to the treaty between the United 
States of America and the United Mexican States, dated February 3, 1944. 

The energy proposed to be exported will be utilized by Comision Federal in 
serving its own energy requirements and the requirements of the general public 
in and around the City of Monterrey, Mexico. Comision Federal proposes to 
purchase the energy to be exported in accordance with an agreement with 
Central Power, a copy of which was submitted as an exhibt to the application. 
Among other things, that agreement provides: 


Notwithstanding anything included in the contract to the contrary, it is 
expressly understood that the furnishing of power and energy under this 
contract shall be on an interruptible basis. 

During the Company’s peak load periods and during the peak load hours 
only of each day the Company may interrupt or limit furnishing of power 
and energy hereunder, as, when and to the extent necessary to protect 
Company’s service to its customers in the United States. * * * 

In case of war or other emergency this contract will be terminable upon: 
the order of the Federal Power Commission. * * * 





Information contained in the application and otherwise on file with the Com- 
mission shows that, in case of outage of its largest generating unit, Central 
Power does not have sufficient capacity to carry its estimated peak load im 
1957 (exclusive of the additional load herein proposed) except with the aid, 
under reciprocity agreements, of neighboring utilities. This information indi- 


cates that the same situation will continue to exist in each of the years 1958 
to 1960. 
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Pursuant to the telegraphic requests of Comision Federal and Central Power 
on February 28, 1957, the Commission on March 1, 1957, authorized the exporta- 
tion of electric energy from the United States to Mexico to meet an emergency 
situation arising from the breakdown of generating facilities of Comision Fed- 
eral. That authorization was for a maximum rate of transmision of 18,000 kw. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the appli- 
cation has also been given by publication in the Federal Register on April 5, 1957 
(22 FR 2282), stating that any person desiring to be heard or to make any 
protest with reference to the application should on or before April 22, 1957, file 
with the Federal Power Commission, Washington 25, D. C., a petition or protest 
in accordance with the Commission’s Rules of Practice and Procedure. No 
protest or petition or request to be heard in opposition to the granting of the 
application has been received. 












































The Commission finds: 





(1) The transmission of electric energy from the United States to Mexico, 
as limited herein and as hereinafter authorized, will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to im- 
pede the coordination in the public interest of facilities subject to the jurisdic- 
tion of this Commission. 

(2) Neither Comision Federal, nor Central Power, is subject to any require- 
ment for the securing of permission, pursuant to Executive Order No. 10485, 
dated September 3, 1953, regarding the construction, operation, maintenance or 
connection of facilities at the borders of the United States for the transmission 
of electric energy between the United States and a foreign country in respect 
to the proposed exportation as described above. 


The Commission orders: 


(A) Comision Federal and Central Power be and they hereby are authorized 
to transmit electric energy from the United States to Mexico in accordance 
with the terms and conditions and for the purposes as set forth in the applica- 
tion, subject to the provisions of this order. 

(B) The maximum amount of electric energy which Comision Federal and 
Central Power are hereby authorized to transmit from the United States to 
Mexico is 233,000,000 kwh annually, at a maximum transmission rate of 45,000 
kw ; such energy to be transmitted over the facilities as referred to above. 

(C) No energy shall be delivered under the authorization herein contained 
at any time, when, during a failure of equipment or available supply on Central 
Power’s system, such energy would otherwise be utilized to serve ultimate con- 
sumers in the United States who would be deprived of service or suffer a mate- 
rial limitation, curtailment, or impairment of service. 

(D) The authorization herein granted may be modified from time to time 
or terminated by further order of the Commission. 

(BE) Comision Federal and Central Power shall conduct all operations, pur- 
suant to the authorization herein granted, in accordance with the provisions 
of the Federal Power Act and pertinent rules and regulations or orders issued 
by the Commission. 

(F) Central Power, individually, or jointly with Comision Federal pursuant 
to agreement with the latter, shall install and maintain adequate metering 
equipment to measure the flow of all energy transmitted from the United States 
to Mexico over the facilities as referred to above, pursuant to the authority 
herein granted. Central Power and Comision Federal shall make, keep and 
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preserve full and complete records with respect to the movement of such energy 
and shall furnish in triplicate with respect to such transmission of electric energy, 
individual or joint reports annually, on or before February 15, showing the 
total kilowatt hours transmitted, the maximum kw of transmission and the 
consideration therefor during each month of the preceding year. 

(G) Central Power, upon curtailment of any load by it including voltage 
reduction, curtailment of service to interruptible consumers, voluntary customer 
curtailment, and shifting of loads to off-peak hours, shall furnish a report at 
the end of each week during which curtailment takes place, specifying the esti- 
mated amount of curtailment, the nature of loads curtailed, the reason cur- 
tailment was necessary, and what steps are being taken to relieve the situation 
necessitating curtailment. 

(H) This authorization to transmit electric energy to Mexico shall not be 
transferable or assignable except upon further authorization of this Commission. 

(I) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over Central Power or 
Comision Federal. 

(J) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, val- 
uation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(K) The authorization herein granted shall supersede in all respects the 


telegraphic authorization heretofore granted by the Commission on March 1, 
1957. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


BLACK HILLS POWER AND LIGHT COMPANY, DOCKET NO. E-6742 
ORDER AUTHORIZING ISSUANCE OF SECURITIES 
(Issued May 9, 1957) 


Black Hills Power and Light Company (Applicant), incorporated in South 
Dakota, doing business in South Dakota and Wyoming, and having its principal 
place of business at Rapid City, South Dakota, filed its application on April 8, 
1957, with amendments thereto on May 3 and 6, 1957, for an order pursuant to 
Section 204 of the Federal Power Act (Act), for the issuance of $750,000 principal 
amount of First Mortgage Bonds, Series H, 5%, to be dated May 15, 1957, and to 
mature May 15, 1987. 

The Bonds will be secured by and issued under the Indenture of Mortgage and 
Deed of Trust of the Applicant to The Hanover Bank, as Trustee, dated as of 
September 1, 1941, as supplemented and amended and to be further amended by a 
new supplemental indenture dated as of May 1, 1957. 

Applicant proposes to sell the Bonds to The Equitable Life Assurance Society 
of the United States at 100% of their principal amount plus accrued interest to 
the date of delivery. Delivery of and payment for $250,000 principal amount 
of the Bonds are to be effected on or before May 15, 1957. Delivery of and 
payment for the balance of the Bonds are to be $250,000 principal amount on 
September 16, 1957 and $250,000 principal amount on December 16, 1957, at a 
standby charge to the Applicant at the rate of one-half of one per cent per annum 
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from May 15, 1957 on the deliveries of September 16, 1957 and of December 16, 
1957. The proposed issuance of Bonds will not be underwritten. For services in 
connection with the negotiation and sale of the proposed Bonds, Dillon, Read & 
Co., Inc. will be paid a fee of $3,750. Total expenses, exclusive of standby charge, 
with respect to the proposed issuance, including the above fee, are estimated at 
$15,000. 

The Bonds are to be subject to regular redemption, in whole or in part, at any 
time on or after May 15, 1957, at prices which start at 105% of the principal 
amount and are gradually reduced each year to maturity, provided, however, 
that if prior to May 15, 1962 any of the Bonds are redeemed from the proceeds, or 
in anticipation, of the issuance of any indebtedness for money borrowed having 
an interest cost to the Applicant of less than 5% per annum, the applicable 
prices expressed in percentages shall be: 


If redeemed during 12 months 
period beginning May 15 Percentage 


. 92 
I stapes ticinicti in Spas a aa 109. 84 
1960 . 5 
. 67 
The redemption price falls in 1962 to 104.57% of the principal amount and is 
gradually reduced each year to maturity. 

Applicant states that its construction program for its fiscal year ending 
October 31, 1957, will approximate $2,090,311 allocated approximately $80,100 
to production plant, $780,585 to transmission plant, $1,089,000 to distribution 
plant, and $140,626 to general plant. Applicant also states that its gross property 
additions during the period November 1, 1956 to February 28, 1957 amounted 
to $708,560. 

Applicant has borrowed $600,000 from banks on a short-term basis to carry on 
its construction program and has filed certificates of notification pursuant to 
Section 204 (e) of the Act. 

Applicant proposes to use the net proceeds from the sale of common stock, in 
accordance with the Commission’s order issued March 26, 1957 in Docket No. 
E-6732, now estimated at $693,511,’ and from the issuance and sale of the Bonds 
to repay the short-term bank loans and for its construction program. 

Applicant estimates that after repayment of the short-term bank loans, the 
remaining proceeds from the sale of common stock and of the first and second 
installments of the Bonds aggregating $500,000, plus cash which will become 
available through operations, will cover the remaining cost of the construction 
program. 

The Commission notes that the provision in the bond indenture requiring a 
higher redemption price for the first five years results in substantially restricting 
the right of the Applicant to call the Bonds for redemption during this initial 
period. Nevertheless the Applicant is in immediate need of funds and the addi- 
tional expense of renegotiating this sale does not appear to be warranted in view 
of the small amount of the issue and the price under the present contract of 
sale. However, the Commission wishes to make it abundantly clear that while 
it approves the Applicant’s issue under the peculiar circumstances here present, 


1 Therefore, Applicant has fulfilled the condition specified in the contract of sale of the 
bonds that prior to May 15, 1957 Applicant shall have realized from sale of its common 
stock not less than $600,000. ; 
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the Commission will not in considering bond issues in future cases look with 
favor upon a restriction which directly or indirectly limits the rights of a public 
utility to refund bonds at lower interest rates or which otherwise unreasonably 
limits the right of redemption. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Public Service Commission of Wyoming, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on April 19, 1957 (22 F. R. 2743) stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before May 6, 1957. No protest 
or petition or request to be heard in opposition to the granting of such applica- 
tion has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set out in the Commission’s order issued October 8, 
1954, In the Matter of Black Hills Power and Light Company, Docket No. E-6570. 

(2) The proposed issuance of Bonds described above is an issuance of securities 
within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
Bonds, is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities, or otherwise between Applicant 
and Dillon, Read & Co., Inc. The fees to be paid were fixed by arm’s-length 
bargaining and do not appear to be unreasonable. 

(5) The proposed issuance of Bonds as hereafter authorized and approved 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(6) The proceeds to the Applicant being less than $1,000,000 from the proposed 
issue of Bonds, such issue is exempt from the requirements of the Commission’s 
Regulations under the Federal Power Act with respect to competitive bidding 
by virtue of Section 34.1a (a) (3) thereof. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, as described above, upon the 
terms and conditions and for the purposes specified in the application, be and 
the same are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever, which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States with respect to any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 
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AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306 
TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-2311 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-—2327 
LINCOLN NATURAL GAS COMPANY, INC., DOCKET NO. G-9270 
ILLINOIS POWER COMPANY, DOCKET NO. G-9293 
CITY OF ALEDO, ILLINOIS, DOCKET NO. G-9620 
OHIO VALLEY GAS CORPORATION, DOCKET NO. G-9697 


ORDER REOPENING PROCEEDINGS FOR LIMITED PURPOSE AND MODIFYING PRIOR ORDER, 
DIRECTING SALE AND DELIVERY OF NATURAL GAS AND PROVIDING FOR THE ALLOCA- 
TION OF NATURAL GAS 





(Issued May 9, 1957) 

















On September 4, 1956, the Commission issued its order in the above-styled 
proceedings directing the sale and delivery of natural gas to certain munici- 
palities and distribution companies located in territory adjacent to the routes 
traversed by the pipelines of American Louisiana Pipe Line Company (American 
Louisiana) and Michigan Wisconsin Pipe Line Company (Michigan Wisconsin). 
The municipalities and distribution companies to which the Commission directed 
service to be rendered were either intervenors or Section 7 (a) applicants 
in the consolidated proceedings. 

In passing upon the requests involved in these proceedings the Commission 
made no distinction between the requests for natural gas of Section 7 (a) appli- 
cants and intervenors. 

Among the intervenors in the proceeding was Paris-Henry County Public 
Utility District (Paris-Henry County) which sought an allocation of naturat 
gas from American Louisiana to enable it to serve the communities of Paris, 
Whitlock and Puryear, Tennessee, and environs. In passing upon Paris-Henry 
County’s request for an allocation of natural gas in our order issued September 
4, 1956, we stated : 








It (Paris-Henry County) proposes to finance its project by $1,700,000 of 
revenue bonds. The estimated peak-day requirements are 2,773 Mcf per day 
in the third year and 3,644 Mcf in the fifth year. No detailed description 
of this project is necessary since we were unable to find that it has been 
shown to be economically feasible. Even if rates for American Louisiana 
gas were established in the form and at levels proposed by a witness of 
this party, on the basis of the fifth year requirements of Paris-Henry County, 
the project would have a debt service coverage ratio of 1.16 which is 
inadequate. Moreover, Paris-Henry County in its basic exhibit shows 
continued growth in its market and hence revenues over a 30-year period, 
and the assumptions necessarily inherent in such an approach further weaken 
its showing of economic feasibility. This party’s project appears to be 
uneconomic under any probable rate of American Louisiana which may 
ensue; however, the denial of this project shall be without prejudice to a 
further filing by Paris-Henry County if it considers it can make a sufficient 
showing of the economic feasibility of its project. 
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On October 4, 1956, Paris-Henry County made a “further filing” with the 
Commission by submitting revised engineering and economic studies, as sup- 
plemented on February 1, and March 25, 1957, which it states will meet our prior 
objections, by lowering the estimated cost of construction and revising its esti- 
mates of revenues and operating costs, which exhibits show that the debt service 
coverage ratio will be as follows, for 20 year operation: 


Gas allocation levelling at third year 
Gas allocation levelling at fifth year 


In its “further filings’, Paris-Henry County prays that the proceeding herein 
be reopened for the limited purpose of receiving in evidence the “further filing” 
and that that part of the Commission’s order, issued in these proceedings on 
September 4, 1956, denying without prejudice its request for an allocation of 
gas from American Louisiana be set aside by the issuance of a final order 
granting its application and request herein for an allocation of natural gas 
from American Louisiana. 

The “further filing” was served upon all parties to these proceedings. No 
objection, answer or protest to such “further filing’ has been received by the 
Commission. 

In the absence of any objection, answer or protest to the “further filing’ made 
by Paris-Henry County on October 4, 1956, it appears to be appropriate in the 
public interest to reopen the record in these proceedings for the limited purpose 
of making such “further filing’, together with the exhibits appended thereto, a 
part of the record in the consolidated proceedings. Such “further filing” and 
exhibits appended will be incorporated into the record by reference to the 
official files of the Commission and will be designated as Item I by reference. 

As disclosed by the record the proposed service area has a current population 
of approximately 11,500 and has no gas distribution facilities of any kind 
presently available to the public. The estimated natural gas requirements of 
the area are as follows: 


MCF 
Year of service Number of | __ 
customers 


Annual t | Pet Peak day 


| 
id vie ai 
285, 318 | 1, 
122, 688 | 3, 
523, 887 | 3, § 
566, 370 | 4, 
573, 804 t, 


2 





The estimated total capital cost of the proposed project is $1,500,000, which 
will be financed through the sale of 414% Natural Gas System Revenue Bonds. 

Paris-Henry County’s request for an allocation of natural gas from American 
Louisiana for service to, and resale in, the communities of Paris, Whitlock and 
Puryear, Tennessee, and environs, should be granted in the public interest. 
The record shows that the proposed project is now economically feasible and 
in conformity with the requirements of Section 7 (a) of the Natural Gas Act. 


The Commission further finds: 


(1) American Louisiana Pipe Line Company is engaged in transportation of 
natural gas in interstate commerce and the sale in interstate commerce of na- 
tural gas for resale for ultimate public consumption, and it is, therefore, a 
“natural-gas company” within the meaning of that term as used in the Natural 
Gas Act. 
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(2) It is desirable and appropriate in the public interest and in conformity 
with the Commission’s order issued in these proceedings on September 4, 1956, to 
reopen the record in these proceedings as hereinafter ordered. 

(3) It is necessary and desirable in the public interest that the Commission 
by order direct and authorize American Louisiana to establish physical con- 
nection of its transportation facilities with those proposed by Paris-Henry 
County, and direct and authorize the sale and delivery of up to 3,945 Mcf of 
natural gas per day by American Louisiana to Paris-Henry County in accordance 
with its presently filed tariff. 

(4) The record shows that the project as now proposed by Paris-Henry 
County is economically feasible. 

(5) The requirement that America Louisiana serve Paris-Henry County will 
not place an undue burden upon American Louisiana, or impair its ability to 
render adequate service to its existing customers. 


The Commission orders: 


(A) The record in these consolidated proceedings be reopened for the limited 
purpose of incorporating therein as Item I by reference to the official files of 
the Commission the “further filing” made by Paris-Henry County on October 4, 
1956, together with the exhibits appended to such “further filing”, as supple- 
mented on February 1 and March 25, 1957. 

(B) American Louisiana is hereby directed to establish and maintain physical 
connection of its transportation facilities with the proposed facilities of Paris- 
Henry County, and to sell and deliver to Paris-Henry County a maximum of 
3,945 Mcf per day of natural gas for resale and distribution in the communities of 
Paris, Whitlock and Puryear, Tennessee, and environs. 

(C) Paris-Henry County shall within one year from the date of issuance 
of this order be prepared to receive natural gas as authorized herein. 

(D) American Louisiana shall report in writing and under oath the date 
of the commencement of service to Paris-Henry County. 

(E) The allocation of the initial capacity of American Louisiana’s pipeline 
heretofore determined in the Commission’s Opinion No. 291 and accompanying 
order, as modified by the orders issued September 4, 1956 and February 21, 
1957, is further modified in accordance with the authorization herein granted 
to provide for the allocation of the 300,000 Mcf per day of capacity of American 
Louisiana’s pipeline as follows: Michigan Consolidated to receive a permanent 
allocation of 146,000 Mcf and a temporary allocation of 51,600 Mcf per day; and 
Michigan Wisconsin to receive a permanent allocation of 90,515 Mcf and a 
temporary allocation of 8,285 Mcf per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. G-10521 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 13, 1957) 


Montana-Dakota Utilities Co. (Applicant), a Delaware corporation with 
its principal place of business located at Minneapolis, Minnesota, filed an appli- 
eation on June 5, 1956, for a certificate of public convenience and necessity 
for the construction, installation and operation of certain facilities hereinafter 
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deseribed, subject to the jurisdiction of the Commission, as more fully represented 
in the application. 

Applicant specifically requests authorization to construct, install and operate: 

(1) Approximately 28.3 miles of 12%-inch O. D. loop transmission line extend- 
ing from its Cabin Creek compressor station in Fallon County, Montana, 
northwesterly to a terminus in Dawson County, Montana. The proposed line 
will loop a portion of Applicant’s existing 8-inch Cabin Creek-Glendive trans- 
mission line. 

(2) One 660 horsepower compressor unit and related facilities in its existing 
Cabin Creek compressor station together with certain miscellaneous cooling 
facilities for said plant. 

(3) Two 540 horsepower compressor units and related facilities in its existing 
Baker, Montana compressor station in the Baker Storage Field. 

Applicant states that the proposed pipe line loop will supplement its existing 
facilities to allow it to take deliveries of additional quantities of natural gas 
purchased from the Tioga, North Dakota plant for use throughout its system, 
including injection for storage in its Baker storage area. 

The proposed compressor facilities will be used to transmit the increasing 
quantities of Tioga gas throughout Applicant’s system in addition to increasing 
its ability to inject and withdraw additional quantities of gas into and from its 
Baker storage area. In addition the Cabin Creek addition will allow Applicant 
to reverse the flow of gas in its Bowdoin line in case of emergency, and the 
proposed addition to the Baker station will increase the flow of gas along 
Applicant’s Black Hills line into South Dakota. 

Applicant estimates the total cost of the proposed facilities will be $1,054,120, 
with a credit of $50,739 from cooling, piping, and other miscellaneous equipment to 
be retired and replaced at its Cabin Creek and Baker compressor stations. The 
program will be financed from proceeds of short-term loans. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 2, 1957, respecting the matter involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 


(1) Applicant, a Delaware corporation having its principal place of business 
at Minneapolis, Minnesota is a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of April 6, 
1943, in Docket No. G-—282. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transporation of natural gas in 
interstate commerce as an integral part of Applicant’s existing pipe-line system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(8) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 
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(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (1) (3) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted there- 
under, and that the time within which construction of facilities authorized by 
this order should be completed and said facilities should be placed in actual 
operation should be fixed at six months from the date on which this order 
issues. 

(6) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure under section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not have been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (b), (c) (1) 
(3) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
section 157.20 of the Commission’s rules is hereby fixed at six months from 
the date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath within 30 days from 
the issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6669 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING ISSUANCE OF PROMISSORY 
NOTES 


(Issued May 14, 1957) 


By order issued April 25, 1956, in the above-entitled matter, the Commission, 
pursuant to Section 204 of the Federal Power Act, authorized Interstate Power 
Company (Applicant), to issue an aggregate $4,500,000 principal amount of 
Promissory Notes upon the terms and conditions as set ferth in that order 
including, among others, the requirement set forth in Paragraph (B) of that 
order expressly conditioning such authorization upon the final maturity of all 
Notes to be issued pursuant thereto, being not later than May 31, 1957. 

On April 2, 1957, Applicant filed a supplemental application for authorization, 
pursuant to Section 204 of the Federal Power Act, to extend for a period not 
exceeding 90 days from May 31, 1957, four outstanding Promissory Notes aggre- 
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gating $4,000,000 in principal amount which were issued by Applicant pursuant 
to authorization granted by the aforementioned Commission order. Each of the 
Notes which Applicant seeks to extend is in the principal amount of $1,000,000 
and by its terms matures May 31, 1957. Two of those Notes are payable to 
The Chase Manhattan Bank, New York, New York, and the remaining two are 
payable to the Manufacturers Trust Company, New York, New York. 

According to the supplemental application, Applicant expects to discharge 
those Notes with funds to be obtained from permanent financing which Appli- 
cant expects to complete on or about May 29, 1957. That financing includes the 
issuance of 680,000 shares of Applicant’s Common Stock (par value $3.50 per 
share), and $20,000,000, principal amount, of First Mortgage Bonds.’ Accord- 
ingly, the extended authorization which Applicant seeks herein would be utilized 
by it only in the event that it is unable to consummate the aforementioned per- 
manent financing prior to May 31, 1957. In that event, Applicant proposes 
to effect an extension of the $4,000,000 principal amount of Promissory Notes 
through arrangements with The Chase Manhattan Bank and Manufacturers 
Trust Company for a maximum period of 90 days; such Notes to be discharged 
from proceeds to be obtained from the aforementioned permanent financing 
when obtained, if subsequent to May 31, 1957. Also, in that event, Applicant 
will discharge the remaining $500,000 principal amount of its currently out- 
standing Promissory Notes issued pursuant to the aforementioned Commission 
authorization from treasury funds on or before May 31, 1957. The last men- 
tioned Notes are payable to seven commercial banks in the States of Iowa and 
Minnesota. 

Applicant does not propose any other change in the authorization as heretofore 
granted in this matter by Commission order issued April 25, 1956. 

Written notice of the supplemental application has been given to the Illinois 
Commerce Commission, the Iowa State Commerce Commission, the Minnesota 
Railroad & Warehouse Commission, and the South Dakota Public Utilities 
Commission and to the Governor of each of these States. Notice of the supple- 
mental application was also published in the Federal Register on April 16, 1957 
(22 F. R. 2647) stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest with 
the Federal Power Commission, Washington 25, D. C., on or before April 29, 
1957. No protest or petition or request to be heard in opposition to the granting 
of the supplemental application has been received. 


The Commission finds: 


(1) Good cause has been shown and it is necessary and appropriate for the 
purposes of the Federal Power Act that Paragraphs (A) and (B) of the Com- 
mission’s order issued April 25, 1956 be modified as hereinafter provided. 

(2) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) Paragraphs (A) and (B) of the Commission’s order issued April 25, 1956, 
in the above docket be and they hereby are amended to read as follows: 

“(A) The proposed issuance of Promissory Notes upon the terms and condi- 
tions as set forth in the application filed March 27, 1956, and the supplemental 


1By concurrent order issued herewith In the Matter of Interstate Power Company, 
Docket No. E—6739, the Commission is authorizing the issuance of such Common Stock 
and First Mortgage Bonds subject to, among other conditions, subsequent Commission 
approval of the prices to be received by Interstate for the Common Stock and the First 
Mortgage Bonds and the interest rate on the Bonds. 
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application filed April 2, 1957, be, and the same hereby is authorized, subject to 
the provisions of this order. 

“(B) This authorization is expressly conditioned upon the final maturity of 
the aforementioned Promissory Notes to be issued pursuant thereto to the named 
commercial banks located in Iowa and Minnesota being not later than May 31, 
1957, and the final maturity of the Promissory Notes to be issued pursuant thereto 
to The Chase Manhattan Bank and the Manufacturers Trust Company being 
not. later than August 29, 1957.” 

(B) All other terms and conditions as set forth in Paragraphs (C) and (D) 
of the aforesaid Commission order issued April 25, 1956, shall remain in full 
force and effect. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


INTERSTATE POWER COMPANY 
KANSAS CITY POWER & LIGHT COMPANY 
DOCKET NO. E-6737 


ORDEB AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES AND 
DISMISSING APPLICATION 


(Issued May 14, 1957) 


Interstate Power Company (Interstate), incorporated under the laws of the 
State of Delaware, doing business as a qualified foreign corporation in the States 
of Illinois, Iowa, Minnesota and South Dakota, with its principal place of business 
in Dubuque, Iowa, filed an application on April 2, 1957 as amended April 29, 
1957 and May 2, 1957, for authorization pursuant to Section 203 of the Federal 
Power Act to acquire certain facilities owned by the Kansas City Power & Light 
Company (Kansas City Power) and to merge or consolidate those facilities 
with the facilities currently owned by Interstate and subject to the jurisdiction 
of this Commission. Kansas City Power, incorporated under the laws of the 
State of Missouri, doing business as a qualified foreign corporation in the States 
of Iowa and Kansas, with its principal place of business in Kansas City, Missouri, 
on March 27, 1957, filed an application pursuant to Section 203 of the Federal 
Power Act to dispose of the facilities which Interstate proposes to acquire and 
merge or consolidate. 

The facilities and properties concerned are located in the vicinity of Mason 
City, Iowa, and currently comprise Kansas City Power’s Peoples’ Gas and Elec- 
tric Division. The electric properties to be acquired consist of generating, 
transmission and distribution facilities. Im addition, Interstate will acquire 
certain facilities for the sale and distribution of natural gas and facilities for 
the sale and distribution of limited hot water heating service. 

Interstate proposes to acquire such properties and facilities pursuant to an 
agreement with Kansas City Power dated February 11, 1957, for the base con- 
sideration of $16,150,515 subject to closing adjustments from October 1, 1956. 
Under the terms of that agreement, Interstate, in addition to acquiring the 
physical properties of Kanss City Power, will acquire all of the latter’s rights to 
do business and other tangible and intangible assets constituting its Peoples’ 
Gas and Electric Division exclusive of cash. The application indicates that the 
parties expect to close the acquisition transaction on or about May 29, 1957. 
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The stated original cost of the electric utility properties to be acquired by 
Interstate is set forth in the application in the amount of $11,391,166 with a 
stated applicable reserve for accrued depreciation of electric plant of $2,927,503. 
The stated original cost of the gas utility properties is set forth in the applica- 
tion in the amount of $2,242,426, with a stated applicable reserve for accrued 
depreciation of gas plant of $482,022. The stated original cost of the heat utility 
plant is set forth in the application in the amount of $204,055, with a stated 
applicable reserve of accrued depreciation of heat plant of $125,043. 

Interstate, as of December 31, 1956, would have paid a total consideration of 
$17,061,091, composed of $16,381,619 for utility plant and $679,472 for the net 
book amount of other assets less liabilities. The proposed transaction will 
result in the creation of an acquisition adjustment on the books of account of 
Interstate in the amount of $6,065,040. Interstate proposes to dispose of the 
amount of such acquisition adjustment by a charge, prior to December 31, 1957 
to Account 271, Earned Surplus, in the amount of $3,500,000; by a charge, be- 
tween January 1 and June 1, 1958, to Account 271, Earned Surplus, in the 
amount of $1,000,000; and by amortization over a period of 10 years beginning 
June 1, 1958 (subject to accelerated amortization) by equal monthly charges to- 
Account 537, Miscellaneous Amortization, with concurrent credits to Account 
252, Reserve for Amortization of Common Plant Acquisition Adjustments. 

According to the applications Interstate will integrate the electric utility prop- 
erties to be acquired from Kansas City Power with its (Interstate’s) existing 
electric utility system. That system is generally adjacent to the facilities and 
properties to be acquired from Kansas City Power. Because the latter facil- 
ities are geographically separated from the remainder of Kansas City Power's 
electric utility properties, located in Missouri and Kansas, they have been oper- 
ated as a separate division of that company. Interstate anticipates that the 
proposed transaction will result in administrative and operating economies. 

Interstate, by concurrent application filed April 2, 1957, Docket No. E-6739, 
seeks authorization to issue and sell 680,000 shares of Common Stock, par value 
$3.50 per share, and $20,000,000 principal amount of First Mortgage Bonds. It 
proposes to use a portion of the proceeds to be obtained therefrom to consum- 
mate the proposed acquisition of the aforedescribed properties and facilities of 
Kansas City Power. By concurrent order issued herewith, In the Matter of 
Interstate Power Company, Docket No. E-6739, 17 F. P. C. 666, the Commission 
is authorizing the issuance of such Common Stock and First Mortgage Bonds 
subject to, among other conditions, subsequent Commission approval of the 
prices to be received by Interstate for the Common Stock and the First Mortgage 
Bonds and the interest rate on the Bonds. 

Written notice of the application has been given to the Illinois Commerce 
Commission, the Iowa State Commerce Commission, the Kansas State Corpora- 
tion Commission, the Railroad and Warehouse Commission of Minnesota, the 
Missouri Public Service Commission, and the Public Utilities Commission of 
South Dakota and to the Governor of each of those States; such notice having 
been given by reference through the notice in Docket No. E-6739 in the cases of 
Illinois, Minnesota and South Dakota. Notice of the application was also 
given by publication in the Federal Register on April 16, 1957 (22 FR 2647-48) 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before April 29, 
1957, with the Federal Power Commission, Washington 25, D. C. No protest 
or petition or request to be heard in opposition to the granting of the application 
has been received. 
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The Commission finds: 


(1) Interstate, a corporation, owns and operates facilities, among other 
things, for the transmission and sale at wholesale of electric energy which is 
transmitted among the States of Iowa, Minnesota, Illinois, South Dakota and 
Wisconsin and consumed outside of the State where generated, all of which 
facilities are in addition to and do not include facilities used for the generation 
of electric energy, facilities used in local distribution or only for the trans- 
mission of electric energy in intrastate commerce or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. Interstate is, 
therefore, a public utility within the meaning of that term as used in Section 
203 of the Federal Power Act. 

(2) Kansas City Power, a corporation, owns and operates facilities, among 
others, for the transmission and sale at wholesale of electric energy which is 
generated in Missouri and consumed at points outside thereof, all of which 
facilities are in addition to and do not include facilities used for the generation 
of electric energy, facilities used in local distribution, or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. Kansas City 
Power is, therefore, a public utility within the meaning of that term as used 
in Section 203 of the Federal Power Act. 

(3) By the proposed acquisition of facilities Interstate will merge or con- 
solidate its facilities subject to the jurisdiction of this Commission with those 
of Kansas City Power, another person, within the meaning and subject to the 
requirements of Section 203 of the Federal Power Act. 

(4) The proposed acquisition of facilities by Interstate and the merger or 
consolidation thereof will be consistent with the public interest for the reasons 
as set forth in the recital above. 

(5) The information as set forth in the applications, and otherwise on file 
with this Commission shows that the facilities proposed to be disposed of by 
Kansas City Power are not a part of its facilities used for the transmission or 
sale at wholesale of electric energy in interstate commerce. Accordingly, the 
disposition of such facilities by Kansas City Power is not within the meaning 
and subject to the requirements of Section 203 of the Federal Power Act. 

(6) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed acquisition of facilities by Interstate, and the merger 
or consolidation thereof upon the terms and conditions and for the purposes 
set forth in its application, as described above, be and it hereby is authorized 
and approved subject to the provisions of this order. 

(B) Kansas City Power’s application in the above-entitled matter be and the 
same hereby is dismissed for want of jurisdiction of this Commission pursuant 
to Section 203 of the Federal Power Act. 

(C) This authorization shall expire unless the transaction herein authorized 
is consummated with 90 days from the issuance of this order. 

(D) Interstate shall account for the proposed transaction in accordance 
with the provisions of this Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees and Interstate shall dispose of the amount 
properly classifiable in Account 100.5 as a result of the proposed transaction in 
the manner as described above. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


INTERSTATH POWER COMPANY, DOCKET NO. E-6739 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK AND FIRST MORTGAGE BONDS 
(Issued May 14, 1957) 


Interstate Power Company (Applicant), incorporated under the laws of the 
State of Delaware, doing business as a qualified foreign corporation in the 
States of Illinois, Iowa, Minnesota and South Dakota, with its principal place 
of business in Dubuque, Iowa, filed an application on April 2, 1957, as amended 
April 29, 1957, and May 9, 1957, for authorization, pursuant to Section 204 of 
the Federal Power Act, to issue and sell through negotiated sale 680,000 shares 
of Common Stock, par value $3.50 per share; and to issue and sell through 
competitive bidding $20,000,000, principal amount, of First Mortgage Bonds, 
Series due 1987. The application requests an exemption from the competitive 
bidding requirements of Sections 34.la (b) and (c) of the Commission’s Regu- 
lations under the Federal Power Act with respect to the proposed issuance of 
Common Stock upon findings as referred to in Section 34.1a (a) (4). 

Applicant proposes to sell the 680,000 shares of Common Stock to Kidder, 
Peabody & Co., New York, New York, at a price per share equal to the New York 
Stock Exchange closing offering price on the date of sale of the Common Stock 
(expected to be May 20, 1957), of Applicant’s outstanding shares of Common 
Stock, less 42¢ per share underwriting commission. By letter dated March 15, 
1957, Docket No. IN-902, the Commission authorized Applicant to engage in 
negotiation for the sale or underwriting of the proposed 680,000 shares of 
Common Stock. 

Applicant proposes on or about May 15, 1957, to invite sealed, written bids 
for the purchase of the proposed issuance of First Mortgage Bonds through 
newspaper publication and by distribution of a statement of terms and con- 
ditions relating to the bids. The proposed Bonds will be issued under Appli- 
cant’s Indenture of Mortgage dated January 1, 1948, to The Chase National 
Bank of the City of New York and Carl E. Buckley Trustees (The Chase Man- 
hattan Bank and Arthur F. Henning, Successor Trustees) as heretofore supple- 
mented and to be supplemented by a proposed Supplemental Indenture dated as 
of May 1, 1957. 

Each bid, whether from an individual bidder or group of bidders, must be for 
the purchase of all of the proposed Bonds and must be accompanied by certified 
or official bank check or checks in the aggregate amount of $1,000,000. In addition, 
each bid must specify, among other things, (1) the coupon rate of the Bonds which 
shall be a multiple of 14th of 1%, (2) the price exclusive of accrued interest to 
be paid to Applicant for the Bonds, which price shall not be less than 99% of 
the principal amount thereof and not more than 102%,% thereof, and (3) that 
the accrued interest on the Bonds from May 1, 1957, to the date of payment 
therefor and delivery thereof will be paid to Applicant by the purchaser or 
purchasers. 

Unless postponed, all bids must be delivered to Applicant at The Chase Man- 
hattan Bank, 40 Wall Street, New York 15, New York, at or before 11:00 a. m., 
New York time, on May 22, 1957. Unless the Applicant shall reject all bids 
which it reserves the privilege to do or rejects a bid or bids for reasons set forth 
in the statement of terms and conditions relating thereto, it will accept the bid 
for the proposed Bonds which results in the lowest annual cost of money to it. 
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The proceeds to be obtained from the proposed issuances of Common Stock and 
Bonds estimated in the amount of $29,000,000 will be used to discharge short-term 
bank loan obligations of the Applicant in the principal amount of $4,500,000; pay 
the purchase price, $16,150,515, subject to closing adjustments of certain facilities 
and properties to be acquired from the Kansas City Power and Light Company ; 
to redeem $1,585,000 principal amount of First Mortgage Bonds of the North- 
western Illinois Gas & Electric Company heretofore assumed by Applicant in con- 
nection with a recent merger by Applicant of the facilities of that company; and 
to carry forward Applicant’s 1957 construction program estimated to require 
$9,800,000. 

The bank loan obligations which Applicant proposes to discharge are evidenced 
by its unsecured Promissory Notes in like principal amount, heretofore authorized 
by the Commission by order issued April 25, 1956, In the Matter of Interstate 
Power Company, Docket No. E-6669. By concurrent order issued herewith, 
Docket No. E-6669, that authorization is modified to permit a final maturity date 
of certain of those notes in the aggregate principal amount of $4,000,000 to be not 
later than August 29, 1957. 

3y further order issued concurrently herewith, Docket No. E—-6737, 17 F. P. C. 
663, the Commission is authorizing Applicant to acquire and merge or consolidate 
the facilities and properties of Kansas City Power and Light Company located in 
the vicinity of Mason City, Iowa, comprising the latter’s Peoples’ Gas & Electric 
Division. 

By order issued November 1, 1956, In the Matters of Interstate Power Company, 
Northwestern Illinois Gas & Electric Company, and Fred D. Ellis and Edmund J. 
Haugh, Docket No. E-6707, the Commission, among other things, authorized 
Applicant to acquire the entire Capital Stock of Northwestern Illinois Gas & 
Electric Company and the subsequent merger or consolidation of its facilities 
with those of Applicant; and the assumption by Applicant of the outstanding 
First Mortgage Bonds and Debentures of the Northwestern Illinois Gas & 
Electric Company. 

Applicant’s current construction program includes completion of a 33,000 kw 
addition to the Lansing generating station, a switching station and substation at 
Dubuque, and preliminary work on a 40,000 kw addition to the Dubuque generat- 
ing station. 

Written notice of the application has been given to the Illinois Commerce 
Commission, the Iowa State Commerce Commission, the Railroad and Warehouse 
Commission of Minnesota, and the Public Utilities Commission of South Dakota, 
and to the Governor of each of those States. Notice of the application was also 
given by publication in the Federal Register on April 16, 1957 (22 F. R. 2648) 
stating that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before April 29, 1957, with 
the Federal Power Commission, Washington 25, D. C. No protest or petition 
or request to be heard in opposition to the granting of the application has been 
received. 
The Commission finds: 


(1) Applicant, a corporation, owns and operates facilities, among other things, 
for the transmission and sale at wholesale of electric energy which is transmitted 
among the States of Iowa, Minnesota, Illinois, South Dakota and Wisconsin and 
consumed outside of the state where generated, all of which facilities are in 
addition to, and do not include facilities used for the generation of electric energy, 
facilities used in local distribution or only for the transmission of electric energy 
in intrastate commerce or facilities used for the transmission of electric energy 
consumed wholly by the transmitter. Applicant, is, therefore, a public utility 
within the meaning of that term as used in Section 204 of the Federal Power Act. 
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(2) The proposed issuances of Common Stock and First Mortgage Bonds as 
described above will constitute issuances of securities within the purview of 
Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which the security issues here involved are regulated by a state commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances 
of Common Stock and First Mortgage Bonds are therefore not exempt by 
virtue of that section from the requirements of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through the ownership of securities or otherwise between Ap- 
plicant and Kidder, Peabody & Co. The underwriting fee to be paid in connec- 
tion with the issuance and sale of the proposed shares of Common Stock was 
fixed by arm’s-length bargaining and does not appear to be unreasonable. 

(5) Under the circumstances of this case sufficient cause has been shown 
for exempting the issuance and sale of the proposed shares of Common Stock 
from the competitive bidding requirements of Sections 34.la (b) and (c) of the 
Commission’s Regulations under the Federal Power Act. 

(6) The proposed issuances of Common Stock and First Mortgage Bonds, 
as hereinafter authorized, will be for a lawful object within the corporate pur- 
poses of Applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance of service by Applicant as a 
public utility, and which will not impair its ability to perform that service, and 
is reasonably appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuances and sales of Common Stock and First Mortgage 
Bonds, as proposed by Applicant, upon the terms and conditions and for the 
purposes specified in the application be, and the same hereby are authorized, 
subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions authorized herein 
are consummated within 90 days from the issuance of this order. 

(C) The proposed issuance and sale of Common Stock shall not be consum- 
mated until Applicant shall have amended its application so as to show the 
specific price per share for the proposed issuance of Common Stock to be re- 
ceived by the Applicant; and the Commission by further order shall have ap- 
proved the price per share to be received by Applicant for the proposed Common 
Stock. 

(D) The proposed issuance and sale of First Mortgage Bonds at competitive 
bidding shall not be consummated until 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of those Regulations relating to affiliation and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone or telegram as contemplated by Section 34.9 of those 
Regulations. 

(ii) The Commission shall have approved the price to be received by Ap- 
plicant for the First Mortgage Bonds and the interest rate thereof by a further 
order. 

(E) The issuance and sale of Common Stock as described above hereby are 
exempted from the competitive bidding requirements of Sections 34.la (b) and 
(c) of the Commission’s Regulations under the Federal Power Act. 
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(F) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(G) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE CINCINNATI GAS & ELECTRIC COMPANY, DOCKET NO. E-6743 
ORDER AUTHORIZING ACQUISITION OF CAPITAL STOCK 
(Issued May 14, 1957) 


The Cincinnati Gas & Electric Company (Applicant), incorporated under 
the laws of the State of Ohio with its principal place of business in Cincinnati, 
Ohio, filed an application on April 16, 1957, as amended April 29, 1957, for 
authorization pursuant to Section 203 of the Federal Power Act to acquire up to 
104,000 shares of Capital Stock, par value $15.00 per share, to be issued by 
its subsidiary The Union Light, Heat and Power Company (Union Light).*’ Union 
Light, incorporated under the laws of the State of Kentucky, maintains its prin- 
cipal place of business in Covington, Kentucky. 

According to the application, Union Light proposes to offer, pursuant to 
preemptive rights, 104,000 shares of its Capital Stock to its stockholders of 
record at the close of business as of April 15, 1957. The proposed shares will be 
sold in full shares at the price of $32.00 per share and in units of 144th of one 
share at 35¢ per unit. Subscription for the proposed offering will be pursuant 
to transferable subscription warrants entitling the holders thereof to subscribe 
for the proposed shares at the rate of 44th of one share for each %4ths of one 
share of Union Light’s Capital Stock held. In addition, Union Light’s stock- 
holders will have the privilege of over-subscription subject to allotment. 

Applicant states that it proposes to purchase that number of shares to be 
issued by Union Light which it (Applicant) is entitled to through the exercise 
of subscription warrants including the over-subscription privilege. This would 
result in Applicant’s acquisition of the entire 104,000 shares in the event that 
none of the eleven non-associated stockholders of Union Light exercises the sub- 
scription privilege. Upon completion of the proposed transaction Union Light’s 
outstanding Capital Stock will consist of 416,000 shares, par value $15.00 per 
share. 

The application indicates that the proceeds to be obtained by Union Light 
from the sale of the proposed issuance of Capital Stock, estimated in the 
amount of $3,328,000, will be used to carry forward its current construction 
program and to discharge outstanding short-term notes issued to provide interim 
financing for its 1956 construction program. Information contained in the appli- 
cation and otherwise on file with the Commission shows that Union Light’s 
1957 construction program totals $4,255,476 of which $3,538,582 will be spent on 
electric facilities. Among the major items of expenditure for electric facilities 


2Union Light’s currently outstanding capital stock consists of 312,000 shares of 
Capital Stock, par value $15.00 per share. The application states that Applicant cur- 
rently hold 311.3133%,t/ss of those shares. The remaining 68655$4ths of those shares are 
currently held by eleven non-associated stockholders. 
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is $1,334,349 for 12.4 miles of 132 kv transmission line from Walter C. Beckjord 
Station to Wilder, Kentucky and a substation at Wilder to serve a large industrial 
load. Other items include $218,000 for a 66 kv line from Kenton substation to 
Devon substation and $213,600 for a 3,750 kva substation in Erlanger, Kentucky 
and related facilities. The remainder of the items are for various extensions, 
additions and improvements of Union Light’s transmission, distribution, and 
substation facilities. 

Written notice of the application has beeen given to the Public Service Com- 
mission of Kentucky and to the Public Utilities Commission of Ohio and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on April 25, 1957, (22 F. R. 2924) stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest with the Federal Power Commission, Washing- 
ton 25, D. C., on or before May 7, 1957. No protest or petition or request to be 
heard in opposition to the granting of the application has been received. 

The Public Service Commission of Kentucky by order dated April 22, 1957, 
authorized Union Light to issue 104,000 shares of its Capital Stock, par value 
$15.00 per share, in the manner as described above. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of the 
State of Ohio. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted from the 
States of Ohio, Indiana and Kentucky and consumed outside of the respective 
State in which generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy, facilities used 
in local distribution, or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter, and Applicant is, therefore, a public utility within 
the meaning of that term as used in Section 203 of the Federal Power Act. 

(2) Union Light is a corporation organized and existing under the laws of 
the State of Kentucky. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted 
from the State of Ohio and consumed outside of the State in which generated, 
all of which facilities are in addition to and do not include facilities used for 
the generation of electric energy, facilities used in local distribution, or only 
for the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter, and 
Union Light is, therefore, a public utility within the meaning of that term as 
used in Section 203 of the Federal Power Act. 

(5s) By the proposed transaction, all as described above, Applicant will 
acquire the securities of Union Light, another public utility within the purview 
and subject to the requirements of Section 203 of the Federal Power Act. 

(4) Applicant’s acquisition of a maximum of 104,000 shares of Union Light’s 
Capital Stock will be consistent with the public interest as expressed in Section 
203 of the Federal Power Act for the reason that it will enable Union Light to 
secure funds to discharge short term loan obligations incurred to temporarily 
finance its 1956 construction program and to carry forward its 1957 construc- 
tion program. 

(5) It has not been shown with respect to the proposed transaction, all as 
described above, that Applicant is subject to any requirement of the Public 
Utility Holding Company Act of 1935 or a rule, regulation, or order thereunder 
which would exempt it from the requirements of Section 203 of the Federal 
Power Act by reason of Section 318 thereof. 
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The Commission orders: 


(A) The acquisition by Applicant of a maximum of 104,000 shares of Union 
Light’s Capital Stock, all as described above, upon the terms and conditions 
and for the purposes as set forth in the application be and the same is hereby 
authorized and approved subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
and approved is consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatso- 
ever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY 
DOCKET NO. G—2306 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
DOCKET NOS. G—2327, G-—9850 


NORTHERN NATURAL GAS COMPANY 
DOCKET NOS. G-—2399, G—2460, G-4259, G-4260, G-4261, G—12241 


EL PASO NATURAL GAS COMPANY 
DOCKET NO. G-12135 


PERMIAN BASIN PIPELINE COMPANY 
DOCKET NO. G—12242 


IRON RANGES NATURAL GAS COMPANY 
DOCKET NOS. G—9648, G—12223, G—12217 


MIDWESTERN GAS TRANSMISSION COMPANY 
DOCKET NOS. G—9451, G—9452, G-—9453 


TENNESSEE GAS TRANSMISSION COMPANY 
DOCKET NOS. G—9454, G-11107 


NATURAL GAS PIPELINE COMPANY OF AMERICA 
DOCKET NO. G—9966 


ORDER DISMISSING APPEAL FROM ACTION OF SECRETARY REJECTING APPLICATION 
FOR REHEARING AND STAY 


(Issued May 14, 1957) 


This matter is before us on an “Appeal from, and Application for Vacation 
of Action of Secretary Rejecting Application for Rehearing and Stay” filed by 
Midwestern Gas Transmission Company (Midwestern) and Tennessee Gas 
Transmission Company (Tennessee) on April 24, 1957." 


1 Appended to the appeal filed by Midwestern and Tennessee on April 24, 1957, as 
“Exhibit A” is a copy of the “Application of Midwestern Gas Transmission Company and 
Tennessee Gas Transmission Company for Rehearing of Orders issued March 13, 1957, and 
March 29, 1957, and for a Stay of Proceedings in Dockets G—9966, et al.” 
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We are of the opinion that, under the circumstances presented in these con- 
solidated proceedings and in the light of the factual background thereof, the 
Secretary properly rejected the application for rehearing and stay which Mid- 
western and Tennessee tendered for filing on April 12, 1957. For the reasons 
hereinafter stated, we are of the opinion that the orders issued March 13, 1957 
and March 29, 1957, 17 F. P. C. 461, viewed in a proper perspective, are not “final 
orders” but are merely “interlocutory and procedural orders” and an application 
for rehearing with respect thereto does not lie. Accordingly we will dismiss 
the appeal of Midwestern and Tennessee as hereinafter ordered. 

The appeal and application for rehearing filed by Midwestern and Tennessee, 
while designated as being filed in all the consolidated proceedings, are germane 
and related to only the interdependent applications filed by Natural Gas Pipeline 
Company of America (Natural), Docket No. G—9966, Texas Illinois Natural 
Gas Pipeline Company (Texas Illinois), Docket No. G—101103, Colorado Inter- 
state Gas Company (Colorado Interstate), Docket No. G—10176, Chicago District 
Pipeline Company (Chicago District), Docket No. G—10214 and Pacific North- 
west Pipeline Corporation (Pacific), Docket No. G—10455 and the interdependent 
applications of Midwestern, Docket Nos. G—9451, G-9452 and G—9453 and Tennes- 
see, Docket Nos. G—-9454 and G~—11107. 

The ultimate effect of the interdependent applications for certificates of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act filed 
by Natural, Texas Illinois, Colorado Interstate, Chicago District and Pacific, 
Docket Nos. G-—9966, G-10103, G—10176, G—10214 and G—10455 respectively, if 
granted, would be to increase the existing system capacity of Natural by ap- 
proximately 485,000 Mcf of natural gas per day.? The major portion of the 
increment in capacity Natural proposes to deliver to distribution companies 
presently being served by it.* 

However, of the approximately 485,000 Mcf of natural gas per day by which 
Natural proposes to increase the capacity of its system, Natural seeks author- 
ity to deliver an additional 100,000 Mcf per day to Northern Indiana Public 
Service Company (Nipsco) and an additional 125,000 Mcf per day to Peoples 

as Light and Coke Company (Peoples). Nipsco, in turn proposes to resell 
70,000 Mcf per day of the additional volume it would receive from Natural to 
United States Steel Corporation (U. S. Steel)* and Inland Steel Company 
(Inland)* for consumption in steel plants located in Bast Chicago and Gary, 
Indiana. Peoples, in turn, proposes to resell 45,000 Mcf per day of the addi- 
tional volume it would receive from Natural to U. S. Steel for the latter’s South 
Works plant located in Chicago, Illinois.° 

By its application filed in Docket No. G-9451, Midwestern seeks a certificate 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 






2A portion of the natural gas upon which Natural relies would be delivered to it by 
Colorado Interstate which in turn would receive natural gas from Pacific Northwest. 
Both Pacific Northwest and Colorado Interstate serve areas and territories to which they 
propose to increase service and which are in no way related to the service proposed to 
be rendered to Natural. 

* Natural’s pipeline system extends from the producing areas in the Panhandle-Hugoton 
fields in Texas, Oklahoma and Kansas, through the States of Kansas, Nebraska, Iowa and 


into the State of Illinois. It serves numerous distribution companies along the route 
of its system. 


425,000 Mcf per day. 
545,000 Mcf per day. 
* The application filed by Natural, Docket No. G—9966, did not disclose the ultimate dis- 
position of the volumes which Natural proposed to deliver to Nipsco and Peoples. The facts 
with respect to the proposed deliveries to U. S. Steel and Inland were developed in a 
hearing limited to consideration of the separate preliminary issue of “mutual exclusive- 
ness”’ as between the application of Midwestern and Natural. 
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Act authorizing the construction and operation of a new pipeline system 
extending from a point of interconnection near Portland, Tennessee, with the 
existing natural-gas pipeline system of Tennessee in a northwesterly direction 
through the States of Tennessee, Kentucky, Indiana, Illinois, Wisconsin, and 
Minnesota to a terminus on the United States-Canadian International Boundary 
near Emerson, Manitoba. Midwestern proposes to serve some 285,000 Mcf 
of natural gas per day to markets located in the States of Minnesota, Wisconsin, 
Michigan and North Dakota. Of more importance here, however, is Midwest- 
ern’s proposal to construct lateral extensions of its facilities to Chicago, Illinois, 
and Gary, Indiana, and to sell 115,000 Mcf of natural gas per day to U. 8S. Steel 
and Inland—the same plants and the identical volume which the distribution 
companies supplied by Natural propose to serve to U. S. Steel and Inland. 
It is this aspect of Midwestern’s application which brings it in conflict and 
competition with Natural. 

Midwestern proposes to obtain its natural-gas supply from Tennessee, 204,000 
Mcf of natural gas per day, and from Trans-Canada Pipe Lines, Limited, 
204,000 Mcf per day." 

In an original , plication filed in Docket No. G—9454,5 Tennessee sought a 
certificate of public convenience and necessity authorizing the installation and 
operation of an additional 42,140 horsepower of compressor capacity on its 
existing pipeline system and the sale of 204,000 Mcf of natural gas per day to 
Midwestern.’ 

The original application filed by Tennessee in Docket No. G—9454, was on 
March 1, 1957, amended so that. it has now become the so-called “First Phase” 
of Tennessee’s application for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act filed on September 19, 1956, in 
Docket No. G-11107.° 

As has been indicated above, Tennessee, on September 19, 1956, filed an 
application, Docket No. G—11107, for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act. By this application 
Tennessee sought authorization to construct and operate approximately 1,085 
miles of pipeline facilities, of which approximately 557 miles represent the 
construction of a new 30-inch line (Delta line) which would extend from south- 
east Louisiana to Portland, Tennessee. The remainder of the pipeline construc- 
tion then proposed represents looping of Tennessee’s existing system in Penn- 
sylvania, Kentucky and West Virginia with the exception of 120 miles of 12-inch, 
20-inch and 26-inch pipeline to extend offshore into the Louisiana Gulf area 


7 Midwestern’s applications in Docket Nos. G—9452 and G—9453 are for the necessary 
authorizations pertaining to the importation of natural gas from Canada and the construe- 
tion and operation of facilities at the international boundary in connection with such 
importation. 

8 Tennessee’s original application, Docket No. G—9454, was consolidated for purposes 
of hearing with its application filed in Docket No. G—-9448 and the applications of Mid- 
western in Docket Nos. G—9454, et al. Subsequently, on the representation that the facili- 
ties covered by Docket No. G—-9448 were required to meet the increasing demands of cus- 
tomers in noncompetitive existing markets such proceeding was severed from the other 
proceedings and a decision rendered thereon. See In the Matter of Tennessee Gas Trans- 
mission Company, Docket Nos. G—9331 and G—9448, Initial Decision by Examiner issued 
January 25, 1957, and the Commission’s order issued March 11, 1957, “Modifying and 
Adopting Examiner’s Decision,” 17 F. P. C. 406. 

®Upon the representation that the “First Phase” facilities are required to meet the 
increasing demands of customers in noncompetitive existing markets the Commission 
issued temporary authorization to Tennessee to construct the “First Phase” facilities. 
See In the Matters of Continental Oil Company, et al., Docket Nos. G—11024, et al., “Find- 


ings and Order Issuing Temporary Certificates of Public Convenience and Necessity, 
Issued April 22, 1957,” 17 F. P. C. 563. 
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and 76 miles of 24-inch line connecting two existing storage fields at Hebron, 
Pennsylvania, and Colden, New York. 

By its original application filed in Docket No. G-11107, Tennessee also sought 
authorization to construct and operate approximately 117,240 of new or 
additional compressor horsepower and an additional submerged pipeline crossing 
of the Mississippi River near Greenville, Mississippi. 

Under its original proposal Tennessee would increase the average daily ca- 
pacity of its pipeline system by approximately 456,058 Mcf of natural gas per 
day. 

On March 1, 1957, Tennessee filed an amendment to each of the original appli- 
ations theretofore filed with the Commission in Docket Nos. G-9454 and G—11107. 
These amendments reflect changes in the facilities proposed in each of the appli- 
cations and in the sequence of construction thereof. 

By the amendment to the application filed in Docket No. G—11107, Tennessee 
proposes to construct in two phases the facilities described in the amended 
application. The “First Phase” of the construction would consist of the construc- 
tion of a part of the compressor horsepower covered by the application in 
Docket No. G—9454 plus approximately 175 miles of pipeline which includes 
approximately 107 miles of 12-inch, 16-inch, 20-inch and 26-inch pipeline to 
extend from Tennessee’s existing pipeline system to the offshore area of the 
Louisiana Gulf Coast. 

In the amendment, filed March 1, 1957, to the original application in Docket 
No. G—11107, Tennessee represents that the “First Phase” of construction would 
provide an increment of 118,137 Mcf of natural gas per day in the average 
design day capacity of its pipeline system, and that such increment in capacity 
is needed to meet the 1957-1958 requirements of its existing customers.” 

The “Second Phase” of construction as proposed in the amendment filed March 
1, 1957 to the original application in Docket No. G—11107, would consist of 
approximately 896 miles of pipeline, including the 556 miles of 30-inch “Delta 
line’, and 83,730 of new or additional compressor horsepower. The construction 
and operation of the “Second Phase” would increase Tennessee’s overall system 
delivery capacity by approximately 338,271 Mcf per day. This increased capacity 
would be used to meet the requirements of existing customers. 

By the amendment filed March 1, 1957, to the original application filed in 
Docket No. G—9454, Tennessee seeks authority to construct and operate approxi- 
mately 36,390 compressor horsepower which would be installed principally 
upon the pipeline system proposed to be constructed as the “Second Phase” of 
the amended application in Docket No. G—-11107. The construction and operation 
of the facilities as proposed in the amended application in Docket No. G—9454 
would increase the capacity of Tennessee’s system by approximately 115,293 
Mcf per day.“ This volume would be used to supply Midwestern.” 


2” As has been indicated hereinbefore, Tennessee has been granted temporary authority 
with respect to the “First Phase” of construction. 

411A comparison of facilities, costs and capacities as proposed in the original and 
amended applications filed in Docket Nos. G—-9454 and G—11107 is shown in “Appendix A” 
to the Commission’s “Order Consolidating Proceedings and Fixing Date of Hearing” issued 
March 29, 1957, In the Matters of American Louisiana Pipe Line Company, et al., Docket 
Nos. G—2306, et al. 

“2 Jt is to be noted that the amended application in Docket No. G—9454 covers the 
installation of additional compressor capacity on a non-existent pipeline which Tennessee 
seeks authority to construct as the “Second Phase” of its application filed in Docket No. 
G-11107. It is to be noted additionally that the amended application in Docket No. 
G-—9454 covers facilities designed to increase the capacity of Tennessee’s system by only 
115,293 Mcf per day. This contrasts with the 204,000 Mcf per day which Tennessee pro- 
poses to deliver to Midwestern. This is indicative of the fact that approximately 88,707 
Mcf per day must come from other facilities of Tennessee. 
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By order issued November 30, 1956, the application filed by Natural, Docket 
No. G—9966, together with the interdependent applications related thereto, was 
set for hearing to commence on January 7, 1957. 

Thereafter by order issued December 26, 1956, the prior order issued Novem- 
ber 30, 1956, was amended and modified so as to make clear the purpose of the 
hearing upon the applications filed by Natural, et al., Docket Nos. G—9966, et al. 
In the order issued December 26, 1956, it was stated as follows: “ 


Our order issued November 30, 1956 (specifying procedure) was designed 
to expedite the hearing in these proceedings, and to enable the Commission, 
if possible, to reach an early decision upon, as a separate preliminary issue, 
the issue of exclusiveness between the applications of Natural Gas, Texas 
Illinois and Chicago District in the areas they serve or propose to serve 
and the applications of Midwestern Gas Transmission Company (Mid- 
western) et al., filed in Docket Nos. G—9451, et al. 

In connection with the foregoing statement, we desire to point out that 
the issue of exclusiveness has been raised not only in these proceedings 
as between Natural Gas, Texas Illinois and Chicago District and Midwestern 
but also as an issue in other proceedings pending before the Commission 
as between Midwestern and Northern Natural Gas Company (Northern), 
et al., Docket Nos. G—2399, et al., and Midwestern and Michigan Wisconsin 
Pipe Line Company; et al., Docket Nos. G—2327, et al., and Docket No. G— 
9850. We are cognizant of the great public interest which has been gener- 
ated and manifested among potential customers located in areas which 
would be served by the pipeline projects covered by the respective applica- 
tions referred to above, and among local and state authorities in which the 
competitive areas are located. It is our intention, therefore, to set down for 
hearing at the earliest possible date in appropriate consolidated proceedings 
the applications of the pipeline companies referred to above in order to 
consider the competitive or mutually exclusive aspects: presented in the 
light of their relation to the overall determination of the feasibility of each 
project for which authorization is sought. However, until the Commission 
is possessed of sufficient information, it cannot determine which proceedings 
-an be appropriately consolidated. We feel that action looking toward in- 
creased service to markets presently being served in noncompetitive areas 
should not, where possible, be deferred until after the competitive aspects 
of the respective applications can be considered and determined.“ 























18 Subsequently in an order issued January 31, 1957, the Commission stated: 
Due to the vacillating positions taken by some of the applicants concerning areas 
of “‘mutual exclusiveness” as among the applications filed by Natural Gas, Midwestern, 
Northern Natural Gas Company, et al., Docket Nos. G—2399, et al., and Michigan 
Wisconsin Pipe Line Company, et al., Docket Nos. G-2327 and G—9850, et al., it is 
our purpose to winnow out, if possible, the competitive apects of the various pro- 
posals for hearing in a consolidated comparative hearing. In connection with the 
foregoing it may be stated that heretofore the area of “mutual exclusiveness” as be- 
tween the applications of Midwestern and Natural Gas, et al., has been only faintly 
outlined. 
44It has been the consistent policy of the Commission to authorize the construction of 
facilities and the sale of natural gas to distribution companies serving non-competitive 
areas where the applications of natural-gas companies have encompassed proposals to 
serve both competitive and non-competitive areas. See In the Matters of American Louisi- 
ana Pipe Line Company, et al., Docket Nos. G—2306, et al., Opinion No. 291, issued May 
7, 1956, 15 F. P. C. 23; Order issued September 4, 1956, 16 F. P. C. 897; In the Matter 
of Northern Natural Gas Company, Docket Nos. G—2399, et al., Order issued September 
7, 1956, 16 F. P. C. 921; In the Matters of Tennessee Gas Transmission Company, Docket 
Nos. G-9331 and G—9448, Examiner’s Initial Decision issued January 25, 1957; modified 
and adopted by order of the Commission issued March 11, 1957, 17 F. P. C. 406. 
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Tennessee and Midwestern, over strenuous objection of Natural and others, 
were permitted to intervene in the consolidated proceedings upon the applica- 
tions of Natural, et al., Docket Nos. G—9966, et al. Tennessee and Midwestern 
actively participated in the hearing upon “the separate preliminary issue of 
mutual exclusiveness.” They were permitted to cross-examine all witnesses 
presented during this phase of the hearing, they presented counter testimony 
to that presented by other parties and filed briefs. 

On March 13, 1957, the Commission issued its order in Natural, et al., Docket 
Nos. G-9966, et al., “Severing Mutually Exclusive Portion of Certificate Appli- 
«ations” in which the Commission, among other things, stated as follows: 


Of primary concern in the present posture of the case, and in connection 
with the issue before us, is Natural Gas’ proposal to sell to two of its dis- 
tribution company customers 115,000 Mcf of natural gas per day for resale to 
two steel companies located in and near Chicago, Illinois. 

The evidence of record shows that Natural Gas seeks authority to deliver 
an additional 100,000 Mcf per day to Northern Indiana Public Service 
(Nipsco) and an additional 125,000 Mcf per day to Peoples Gas Light and 
Coke Company (Peoples). Nipsco, in turn, proposes to resell 70,000 Mcf per 
day of the additional volume it would receive from Natural Gas to United 
States Steel Corporation (U. S. Steel)* and Inland Steel Company (Inland)? 
for consumption in steel plants located in East Chicago and Gary, Indiana. 
Peoples, in turn, proposes to resell 45,000 Mcf per day of the additional volume 
it would receive from Natural Gas to U. 8S. Steel for consumption in the 
latter’s South Works plant located in Chicago, Illinois. 

* * * & * 7” ab 


The record in the instant proceedings shows that Midwestern has entered 
into a precedent agreement with U. S. Steel for the sale of 70,000 Mcf of 
natural gas per day for utilization on its South Chicago, Illinois and Gary, 
Indiana, plants. It is clear from the record that these are the same steel 
plants which are proposed to be served by Nipsco and Peoples from the 
additional natural gas which the two distribution companies would purchase 
from Natural Gas for resale. 

In our order issued in these proceedings on January 31, 1957, we stated, 
among other things, as follows: 


It appears from the record in the instant proceedings (to date) that 
the potential area of competition between Midwestern, et al. and Natural 
Gas, et al. is confined to the area in and near Chicago, Illinois. In and 
near this area are located steel plants of United States Steel Corpora- 
tion and Inland Steel Company which, according to testimony of a 
witness for Natural Gas, are proposed to be served by distribution com- 
panies which are served by Natural Gas.” 


Now that we have had the benefit of the “full and complete market testi- 
mony” including the testimony of witnesses from the customer companies 
proposed to be served additional volumes of natural gas by Natural Gas 
and the counter testimony presented by Midwestern, we are convinced that 
there exists an area of “mutual exclusiveness” as between the applications 
of Midwestern and Natural Gas. From the record, however, it is clear that 


125,000 Mcf per day. 

245,000 Mcf per day. 

7 The taking of testimony from Natural Gas’ witnesses from all distribution com- 
;panies, or proposed to be served, by it has not been completed. 
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this area of “mutual exclusiveness” is limited and involves, as indicated in 
our order issued January 31, 1957, service to the two steel companies located 
in and near the Chicago area. 

On the one hand the steel companies are proposed to be served by a new 
pipeline system, Midwestern, which must obtain certificate and other au- 
thorization before it commences the construction and operation of its “proj- 
ect” and the sale of natural gas to two steel companies. On the other hand 
the same two steel companies are proposed to be served indirectly from the 
“project” by Natural Gas through two distribution companies. ‘The two steel 
companies, however, could be served indirectly from Natural Gas project only 
in the event we would authorize Natural Gas to sell 115,000 Mcf of natural 
gas per day to Nipsco and Peoples for resale to the two steel companies for 
industrial or other use. It is obvious that such sales for resale would be 
subject to our jurisdiction. 

The record indicates that even if Natural Gas were denied authorization 
to sell natural gas to Nipsco and Peoples for resale to the two steel companies, 
it nevertheless would desire authorization to construct and operate the 
project proposed. Natural Gas contends that its project is feasible even if 
authorization to make the sales for resale to the steel companies were to be 
denied. Natural Gas states that the volume of 115,000 Mcf per day proposed 
to be sold for resale to the steel companies could be absorbed by its customers 
for other uses within the reasonably foreseeable future. This probability, 
however, must be demonstrated on the record. It is not to be inferred that we 
are, at this time, making a finding or determination with respect to Natural 
Gas’ claim. 

Assuming, however, that Natural Gas ultimately demonstrates the feasi- 
bility of its “project” and that its construction and operation are required 
by public convenience and necessity to meet the needs of its existing customers 
regardless of whether sales for resale to the steel companies are authorized. 
there would be nothing which would preclude us from issuing a certificate 
properly conditioned so as to preserve the limited area of mutual exclusive- 
ness as between the applications of Natural Gas and Midwestern. As we 
see it, we could condition any certificate which might be issued to Natural 
Gas authorizing the construction and operation of its proposed “project” so 
as to preclude the utilization thereof for the transportation of natural gas and 
the sale for resale of natural gas to the two steel companies. The fact that 
third party relationships and persons not subject to our jurisdiction might 
be affected as a result of the imposition of such condition would not detract 
from the affirmative grant of jurisdiction over the transportation of natural 
gas in interstate commerce and the facilities used therefore, and the sale in 
interstate commerce of natural gas for resale conferred upon the Commission 
by the express provisions of the Natural Gas Act. [mimeo. pp. 3-4] 


* . + * > * * 


We are of the opinion that the rights of all the competitive applicants 
will be adequately protected in a “comparative hearing” upon the com- 
petitive or “mutually exclusive” aspects of their respective applications. 
Further, we are of the opinion that the views just expressed fully conform 
to the decisions of the courts with respect to “‘mutually exclusive” applica- 
tions and “comparative hearings” thereon. We, in the very near future, 
will issue an order providing for a “comparative hearing” on the “mutually 
exclusive” aspects of the several applications for certificates of public 
convenience and necessity now pending and involving service to the middle- 
western area of the United States. 

506455—59——45 
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In view of the foregoing, we are of the opinion that we are not required 
by the Natural Gas Act or by the decisions of the courts to commingle 
in a comparative hearing both the competitive and noncompetitive aspects 
of certificate applications which may be filed with us if portions of the 
applications can be severed on an area basis. It has been our consistent 
policy to follow this practice. To do otherwise would be contrary to the 
public interest and the requirements of public convenience and necessity. 

It is clear from the record in these proceedings that the area of exclusive- 
ness as between the applications of Natural Gas and Midwestern is in and 
near the City of Chicago, Illinois, and involves natural gas service to plants 
of United States Steel Corporation and Inland Steel Company located in 
that area. It is equally clear that the authorization sought by Natural 
Gas to sell Nipsco and Peoples volumes of natural gas sufficient to serve 
U. S. Steel and Inland is severable from the other authorization by Natural 
Gas with respect to its “project.” Natural Gas, Nipsco and Peoples have, 
in effect, stipulated that such action be taken by the Commission. By 
severing from Natural Gas’ application, by condition or otherwise, that 
portion of the authorization sought by Natural Gas pertaining to the trans- 
portation of the volume of 115,000 Mcf of natural gas per day and the sales 
thereof to Nipsco and Peoples for resale to U. S. Steel and Inland, which 
are subject to our jurisdiction, we feel that all the legal protection required 
by law to be given will have been given to Midwestern. With respect to 
the area of “mutual exclusiveness,”’ Midwestern will be given a ‘‘compara- 
tive hearing.” [mimeo. pp. 5-6] 

In line with the foregoing statements the intervention of Tennessee and 
Midwestern in the Natural, et al., Docket Nos. G-9966, et al., proceedings was 
terminated.” 

Thereafter by order issued March 29, 1957, all applications proposing “mutu- 
ally exclusive” or “competitive” service to the midwestern area of the United 
States were consolidated for purposes of hearing and set down for hearing 
commencing on May 14, 1957. 

The hearing with respect to Natural’s application is limited to the “mutually 
exclusive” or “competitive” aspects as determined by the Commission’s order 
issued March 13, 1957. 

It is with respect to the orders of March 13, 1957, and March 29, 1957, that 
Tennessee and Midwestern tendered for filing the rejected application for re- 
hearing and appeal from the action of the Secretary of the Commission rejecting 
the application for rehearing and stay.” 

In their appeal from the Secretary’s rejection of the application for rehearing 
and stay, Tennessee and Midwestern state they “specifically requested the follow- 
ing relief (pages 19-20 of Exh. A hereto) : 

(1) that the Commission “consolidate in the proceeding at Dockets 
G-—2306, et al., the entire proceeding in Dockets G—9966, et al.” ; 

(2) that the Commission “rescind that part of the order of March 29, 
1957 terminating the intervention of Midwestern and Tennessee in Dockets 
G—9966, et al.”; 

(3) that the Commission “pending action on the instant Application for 
Rehearing, stay the proceeding at Dockets G-9966, et al.” 


15 Further hearings with respect to the non-competitive aspects of Natural’s application, 
Docket No. G—9966, are now in progress. 
In his letter of rejection dated April 18, 1957, the Secretary stated as follows: 
There is no provision under the Commission’s rules for the kind of application 
which you have submitted and, therefore, it is not acceptable for filing. (See Sec- 
tions 1.30 (e) and 1.34 (a) of the Commission’s Rules of Practice and Procedure.) 
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In addition to the foregoing requests for relief, we note that in “Exhibit A” 
to the appeal Tennessee and Midwestern also request that the Commission “des- 
ignate for separate hearing Tennessee’s application in Docket G-11107” 
(page 20). 

Whether we consider the appeal or the application for rehearing and stay, 
we conclude that the Secretary properly rejected the application as requesting 
rehearing of*only interlocutory or procedural orders. 

We'‘think the essence of the contentions set forth in the appeal and “Exhibit 
A” can be summarized in a few words: 

(1) The order terminating Tennessee’s intervention in the Natural, et al., 
Docket No. G—9966, et al., is a final order ; 

(2) That, unless the entire application of Natural, et al., Docket Nos. G—9966, 
et al. (both competitive and non-competitive aspects), are consolidated with 
the applications of Tennessee and Midwestern they will be denied a fair hearing; 

(3) That failing to afford Tennessee a separate hearing on its application 
filed in Docket No. G—11107 is arbitrary, capricious and discriminatory. 

We think that all of the foregoing contentions are without merit. Conceding 
that, in some instances, an order denying intervention is a final order subject 
to rehearing, we are of the opinion that in this case it is not such a final order. 

Tennessee and Midwestern were permitted to intervene in the Natural, et al., 
Docket Nos. G—9966, et al., and were heard on their allegation of competition. 
We determined that there was competition and an “area of mutual exclusive- 
ness.” The respective merits of the applications of Natural and Midwestern 
to serve the “area of mutual exclusiveness” has been made a matter of the 
separate hearing. Tennessee and Midwestern have been afforded the kind of 
hearing required by law. As we read the decision of the Courts, including some 
of those cited by Midwestern and Tennessee, we are not required to turn an area 
hearing into a nationwide hearing. This is particularly true in the circum- 
stances of this case where the Natural application and other interdependent 
applications related thereto encompass service to noncompetitive areas stretch- 
ing from the far Pacific Northwest to Chicago, Illinois, and which Tennessee 
and Midwestern have evinced no intention or desire to serve. In the circum- 
stances of the instant case the continued intervention of Tennessee and Mid- 
western was not a matter of right the termination of which constituted the 
action of the Commission a final order subject to an application for rehearing.” 

The continued intervention of Tennessee-and Midwestern in the Natural pro- 
ceedings, limited as it is to service to non-competitive markets, would serve no 
useful purpose, and would only serve to delay’ and prolong the hearing with 
potential detrimental consequences to the public interest. Assuming certificates 
of public convenience and necessity are ultimately issued to Natural, et al., we are 
confident that we, through the conditioning power given to us by Section 7 (e) 
of the Natural Gas Act, will be able to adequately protect the rights of Tennes- 
see and Midwestern in the area of “mutual exclusiveness”.” 

Tennessee and Midwestern contentions with respect to a denial of a fair hear- 
ing in the absence of consolidation of the entire applications of Natural, et al., 
is purely speculative and conjectural. It is based on speculation as to the ulti- 
mate outcome of the Natural, et al., proceeding, and on the assumption that 


17 See Western Air Lines, Inc., v. C. A. B., C. A. 9, 1950, 184 F. 2d 545, 549, 551; 
United Air Lines, Inc., ¥. C. A. B., C. A. D. C., 1955, 228 F.2d 13; Delta Air Lines, Inc. v. 
C. A. B., C. A. D. C.,.1955, 228 F. 2d 17, 22; Eastern Air Lines, Inc. v. C. A. B., C. A. D. C. 
No. 13328} Deciddd December 6, 1956. ae 

1% Panhandle Eastern Pipe Line Co. v. Michigan Conaol. Gas Co., E. 1D. Mich., 1952. 117 
F. Supp. 551; affd., C. A. 6, 1955, 226 F. 2d 60; cert. den. 350 U. S. 987: Ambassador, Inc. 
v. U. 8. (1945), 325 U. S. 317. 
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certificates will be issued in such proceedings regardless of the evidence. Fur- 
ther Tennessee and Midwestern assume how the comparative hearing in the 
area of “mutual exclusiveness” will be conducted and seemingly contend they 
will be denied a fair hearing by the presiding examiner. 

We are of the opinion that we had made it abundantly clear in the earlier 
orders issued in these proceedings what we would expect parties to show in the 
comparative hearing on the competitive aspects of their respective applications. 
In our order issued December 26, 1956, in the Natural, et al., Docket No. G—9966, 
et al., proceedings we said : 

It is our intention, therefore, to set down for hearing at the earliest 
possible date in appropriate consolidated proceedings the [competitive] 
applications of the pipeline companies referred to above in order to consider 
the competitive or mutually exclusive aspects presented in the light of their 
relation to the overall determination of the feasibility of each project for 
which authorization is sought. 

And later in our order issued January 31, 1957, in the Natural, et al., Docket 
No. G-9966, et al., proceedings we stated : 

We are of the further opinion that, at this stage of the proceedings, it is 
not necessary to the determination of the separate preliminary issue of 
potential competition or “mutual exclusiveness” that the precise rates or 
ranges of rates be supported by full and complete underlying data, costs of 
service and costs allocations. This information must eventually be pre- 
sented in connection with the final and overall determination of what the 
public convenience and necessity requires. 

Similarly, information, data and contracts relating or having a bearing 
upon the date or dates of first availability of incremental supplies of 
natural gas are not pertinent to the separate preliminary issue of “mutual 
exclusiveness.” This information, however, may have a bearing upon 
the public convenience and necessity in the event of a comparative hearing 
upon “mutual exclusiveness” if found to exist. 


We are of the opinion that what we said above is applicable equally to every 
phase of the elements which enters into the determination of the requirements 
of public convenience and necessity in the area of “mutual exclusiveness”. In 
other words every party must offer in the comparative hearing testimony with 
respect to each of the elements that would go into the ultimate determination 
of the certificate application notwithstanding the fact that like evidence may 
have been presented in connection with another aspect of the same application. 

If such evidence from an earlier proceeding or hearing is proffered, the 
witness who gave such testimony must be presented and an opportunity af- 
forded for cross-examination by those parties who have not theretofore had 
an opportunity to cross-examine. 

However, speculation and conjecture as to how proceedings will ultimately 
be determined or how a hearing will be conducted will not convert a proce- 
dural order into a “final order” subject to rehearing. 

With respect to the contention of arbitrary action by the Commission in con- 
nection with the consolidation of the Tennessee application, Docket No. G—11107, 
it need only to be pointed out that the “Second Phase” of this amended appli- 
cation covers the construction of an entirely new pipeline system by Tennessee. 
Superimposed upon this would be the installation of additional horsepower 
to supply Midwestern as contemplated by Tennessee’s amended application in 
Docket No. G-9454. It can readily be seen that additional horsepower cannot 
be installed or superimposed upon a nonexistent pipeline. 
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Tennessee’s. own figures show that the facilities covered by the amended 
application in Docket No. G-9454 will give it only slightly more than 115,000 
Mcf per day of additional pipeline capacity, yet it proposes to deliver to Mid- 
western 204,000 Mcf per day. The relationship of the two applications, there- 
fore, is obvious. It may be a relatively simple matter for Tennessee to explain 
where the required 89,000 Mcf per day is to be derived, but the place for such 
explanation is upon the record not by bold and unfounded allegation of arbi- 
trary, capricious and discriminatory action. 

Allegations of arbitrary, capricious and discriminatory action are not suffi- 
cient to convert a procedural order into a “final order” subject to rehearing. 
See F. C. C. v. Pottsville Broadcasting Co., 1940, 309 U. S. 134. 


For all of the foregoing reasons, the Commission orders: 


The Appeal from, and Application for Vacation of Action of Secretary Re- 
jecting Application for Rehearing and Stay filed on April 24, 1957, by Tennessee 
and Midwestern be and it is dismissed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11560 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 14, 1957) 


Bl Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at El Paso, Texas, filed an application on Decem- 
ber 3, 1956, and a supplement thereto on January 30, 1957, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of facilities, as hereinafter 
described, subject to the jurisdiction of the Commission all as more fully rep- 
resented in the application. The proposed facilities consist of 27.8 miles of 
44-inch pipeline extending southwest from Applicant’s 30-inch and 26-inch 
California main line in Pima County, Arizona, to El] Paso’s Nogales lateral at 
approximately milepost 19.7 in Santa Cruz County, Arizona, paralleling in part 
existing facilities now being used to serve Fort Huachua and Nogales. 

The construction of the facilities above described and their operation are neces- 
sary in order to increase the volume of natural gas required by Applicant’s cus- 
tomers in this area. The inadequacy of existing facilities to afford necessary 
capacity warrants the additional facilities. The existing facilities will be 
continued in use to supply gas to the Fort and Nogales during off-peak periods 
and emergencies. 

The gas requirements for Nogales, which is being served at retail by Citizens 
Utilities Company, is estimated at 2,700 Mcf per day for peak days and 328,621 
Mef, 339,627 Mcf and 374,679 Mcf per year for the first three years of operation 
of the new facilities. 

The estimated total cost of the proposed facilities is $290,000, to be financed 
out of working capital funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
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intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

A service agreement between El Paso and Citizens, dated July 27, 1956, 
was rejected by the Commission on December 19, 1956, because it did not 
comply with the Commission’s rate regulations. 


The Commission finds: 


(1) El Paso Natural Gas Company, a Delaware corporation, with its principal 
place of business at El Paso, Texas, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
issued October 29, 1942, in Docket Nos. G—242 and G—257. 

(2) Public convenience and necessity require construction and operation 
of the facilities hereinbefore described in order to meet the gas requirement of 
the areas served and to improve the present service. Applicant is able and 
willing properly to do the acts and perform the services proposed and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Commission as hereinafter ordered. 

(3) The facilities to be constructed and operated are to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale, subject to 
the jurisdiction of the Commission, as an integral part of Applicant’s natural 
gas pipeline system, and the construction and operation thereof are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(4) Public convenience and necessity require that the general terms and 
conditions applicable to certificates as set forth in Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act shall attach to the certificate 
issued herein and apply to the exercise of the rights granted. The time within 
which the construction of the facilities authorized shall be completed and 
placed in actual operation is 8 months from the date of issuance of this order. 

(5) Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted under Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure. The motion, being unopposed by any party of record 
and not having been denied by the Commission, was granted pursuant to 
Section 1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to El 
Paso Natural Gas Company to construct and operate the facilities hereinbefore 
described upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder the 
general conditions applicable to certificates as set forth in Section 157.20 of the 
Commission’s Regulations Under the Natural Gas Act. The time within which 
the facilities authorized shall be constructed and placed in actual operation 
is hereby fixed at eight months from the date of issuance hereof. 

(C) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the services herein authorized and it is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against it. 
Furthermore, our action in this proceeding shall not foreclose or prejudice any 
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future proceeedings or objections relating to the operation of any price or 
related provision in the schedules herein involved. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect unless refused in writing and under oath within 30 days from the 
issuance hereof. 

(E) The certificate issued herein is conditioned upon the filing by Applicant 
of a service agreement with Citizens Utilities Company, satisfactory to the Com- 
mission, in accordance with the Commission’s rules and in the form provided 
for by El Paso’s tariff. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-—11604 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 14, 1957) 


Colorado Interstate Gas Company (Applicant), a Delaware corporation with 
principal place of business at the Colorado Springs National Bank Building, 
Colorado Springs, Colorado, filed on December 17, 1956, an application for a 
certificate of public convenience and necessity, pursuant to Section 7 (c) of 
the Natural Gas Act, authorizing Applicant to render service as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. 

Applicant proposes to construct and operate, as an integral part of its existing 
natural gas system, certain natural gas facilities as hereinafter described 
which are necessary to the delivery and sale of natural gas in interstate com- 
merce by Applicant, and, to sell and deliver natural gas in interstate commerce to 
Plateau Natural Gas Company (Plateau) for resale. 

Applicant has a 20-inch line extending northwest through central Colorado 
toward Denver. From this 20-inch line, an 8-inch lateral runs about 40 miles 
west, terminating at Canon City, Colorado. About two miles east of Canon 
City, Applicant proposes to construct on its 8-inch lateral line a meter station 
for the delivery and sale of natural gas to Plateau for resale to the State of 
Colorado, for use in the Medium Security Unit and the Pre-Parole Center of 
the Colorado State Penitentiary. 

Plateau will construct approximately 1,400 feet of 4-inch pipeline from Appli- 
cant’s proposed meter station to a meter station located on Penitentiary property, 
and the State of Colorado will construct facilities to carry the gas from Plateau’s 
meter station to the point of consumption. By letter dated November 29, 1956, 
The Public Utilities Commission of the State of Colorado granted Plateau 
temporary authority to serve the Penitentiary. 

Penitentiary officials estimate that they can save about 50% on their fuel 
costs by using natural gas instead of the liquefied petroleum gas they are now 
using in temporary quarters for 60 men in the Medium Security area of the 
Penitentiary. 

Applicant estimates peak day deliveries to Plateau at 117 Mcf and annual 
deliveries at 15,445 Mcf. The proposed additional service will not significantly 
affect Applicant’s gas supply and system capacity. 

Applicant estimates the cost of the proposed meter station at $5,392, which will 
be financed from current funds on hand. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) The Applicant, Colorado Interstate Gas Company, is engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities proposed to be constructed, as hereinbefore described and 
as more fully described in the application, are proposed to be used in or for 
the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of Applicant’s existing pipeline 
system, and therefore, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) The proposed additional sale of natural gas by Applicant to Plateau 
Natural Gas Company, as hereinbefore described and as more fully described 
in the application, will be made in interstate commerce, and therefore, said sale 
is subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act.. 

(4) The Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder, 

(5) The construction and operation by Applicant of the facilities described 
in paragraph (2) hereof and the sale of natural gas by Applicant as described 
in paragraph (3) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate 
of public convenience and necessity should be granted and Applicant authori- 
zed to perform the aforesaid acts, operations and service as hereinafter ordered 
and conditioned. 

(6) The request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned, authorizing the construction 
and operation of the facilities described in Findings (2) and (5) hereof and 
the sale of natural gas as described in Findings (3) and (5) hereof. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect, unless refused in writing and under oath by Ap- 
plicant within 30 days from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in subsection (b); (c) 
(3), (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act. 
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(D) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by Applicant, and the operation, 
service and sale also authorized by said paragraph shall be actually undertaken 
and regularly performed by Applicant within 30 days from the date of issuance 
of this order. 


OLIN GAS TRANSMISSION CORPORATION 
DOCKET NO. G—8559 
UPON A RATE INCREASE FILING UNDER SECTION 4 OF THE NATURAL GAS ACT 
(Issued August 16, 1956) * 


Syllabus 


1. Commission concludes that the increased rates proposed by Olin for 
company-produced gas are reasonable and will serve the desirable and proper 
purpose of affording Olin the incentive and the means for undertaking the 
exploration and development which are required in the interest of Olin’s custo- 
mers to meet their need for continued supplies of natural gas at reasonable 
rates. P. 701. 

2. Commission accepts Olin’s computations of depreciation reserves and ex- 
pense based on a straight-line depreciation rate and rejects the unit-of-produe- 
tion or depletion approach as proposed by the staff. P. 702. 

3. Commission allows Olin a rate of return of 6% percent after giving some 
recognition to Olin’s distinctive character, as a wholly-owned subsidiary of 
another corporation, with a capital structure consisting entirely of common 
equity. P. 703. 

4. The law does not require that a staff witness submit a recommendation of 
what he considers to be a reasonable rate of return. P. 703. 

5. Income tax expense is allowed in Olin’s cost of service even though on the 
basis of the consolidated return by Olin and its parent, Olin Oil and Gas Corp., 
no tax was actually paid by Olin. P. 7038. 

6. Cost of a geological gas reserve study is properly included as an expense in 
cost of service. P. 703. 

7. Commission allows the increased rates proposed by Olin to become effec- 
tive but notes that the circumstances in this case “are well-nigh unique,” and 
emphasizes that its findings will not be a precedent “for fixing just and reason- 
able rates for any natural gas company in any futurecase.” P. 703. 

William A. Dougherty and H. F. Lippitt, IJ, for Olin Gas Transmission 
Corporation. 

Lambert McAllister and 8S. W. Jensch for staff of the Federal Power 
Commission. 


Woopat., Presiding Examiner: This case was initiated by the filing by Olin 
Gas Transmission Corporation (Olin) on February 11, 1955 of certain First Re- 
vised Sheets to its F. P. C. Gas Tariff, Original Volume No. 1, by which rate 
filings an increase in rates over the effective rates of $1,070,668 was proposed to 
reflect changes in the company’s operations and increases in costs which have 
occurred sinee the earlier rate determination by the Commission in 1943 (3 


*Initial decision of the presiding examiner was superseded by order of the Commission 
issued May 15, 1957, infra, p. 695. 
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F. P. C. 416). The proposed tariff changes were suspended by order issued 
March 10, 1955 until August 15, 1955, when they became effective subject to 
refund commitment. 

Three customer companies were permitted to intervene, namely, Southern Na- 
tural Gas Company, Mississippi Valley Gas Company, and Texas Gas Trans- 
mission Corporation; but none of the interveners actively participated, intro- 
duced evidence, or filed briefs herein. Gulf States Utilities Company, another 
customer, did not intervene. The only briefs filed were those of Olin and the 
brief of Commission Staff counsel. 


Nature of Increase Requested 


Olin Gas Transmission Corporation is a successor by merger to the properties 
of the former Interstate Natural Gas Company, Incorporated. This merger 
into Olin Interstate Corporation, which became Olin Gas Transmission Cor- 
poration, was made effective May 7, 1954, pursuant to order of the Federal 
Power Commission (Re Olin Interstate Corporation, Docket No. G—2335, order 
issued April 30, 1954). Olin is a subsidiary of Olin Oil and Gas Corporation. 
This rate increase is the first over-all rate increase filing ever made applicable 
to Olin’s interstate resale customers. Olin’s rates were reduced by order of 
the Federal Power Commission in 1943 establishing the Company’s present 
level of rates. (Re Interstate Natural Gas Company, Inc., 3 F. P. C. 416 (1943) 
aff’d 331 U. S. 682 (1947)). The present increase is to secure a minimum field 
price of 10¢ per Mcf for gas produced and delivered at a central point in the 
Monroe field, and to reflect the changes in Olin’s operations and the increases in 
eosts which have occurred since that time. The proposed increase of $1,070.668 
is based on the results of the Company’s operations for the year ended October 
31, 1954, which is used by both Olin and the Staff as the test year. The only 
change in the Pipe Line Rate Schedules (P-2 and P-3) is to increase the rate 
for sale at a central point in the Monroe field from 4.66¢ per Mcf to 9.87¢ 
per Mcf. The price per Mcf in the proposed General Service Rate along 
the Fowler-Baton Rouge Main Line System is 17.87¢ per Mcf (15.025 psia) 
in lieu of the previous General Service Rates (G-1 and G-2) of: 

Cents per Mcf 
First 25,000 Mcf per month 
Next 50,000 Mcf per month 
Over 75,000 Mcf per month 


These increases are divided among Olin’s principal customers as follows: 


Gas operating revenues and sales volumes 12 months ended Oct. 31, 1954 


Actual Revenues | Revenues 

Ex. No. 1, p. 16 Mef. under under Increase 
(15.025 previous proposed 
psia) rates rates 


Jurisdictional sales (Main Line System), Field sales 
(Monroe Field): 

Southern Natural Gas Co 11, 045, 433 $514,717 | $1, 090, 184 $575, 467 

Texas Gas Trans. Co 2, 259, 590 105, 297 223, 022 117, 725 





Total field - -_- 13, 305, 023 620,014 | 1, 313, 206 


693, 1 


Transmission line sales: 
Gulf States Utilities Co 4, 042, 498 26, 614 722, 394 295, 780 
Mississippi Valley Gas Co-_-____-_..........--..----] 1,294, 500 145, 738 215, 244 69, 506 
Other Main Line (10 customers) - -.............-.-- 413, 984 61, 789 73, 979 12, 190 





Total transmission line 5, 660, 982 634, 141 1, 011, 617 377, 476 








Total jurisdiction 18,966,005 | 1,254,155 | 2,324,823 1,070, 668 
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Of these principal customers, Gulf States Utilities did not formally intervene. 
Of the other parties formerly intervening only local counsel for Missisippi Val- 
ley Gas Company attended all the hearings. All of the intervenors participated 
only to the extent of asking generally clarifying questions without presenting 
affirmitive evidence. 

Olin’s sales, which are subject to Commission jurisdiction, are made: (1) in 
the Monroe field, and (2) from jurisdictional transmission facilities which are 
called main line system or interstate facilities. The main line runs from the 
Monroe field near the town of Fowler, in Northern Louisiana, southward to 
Baton Rouge, a distance of about 170 miles. The line crosses the Louisiana 
state line into Missisippi near Natchez, and after traversing the southwest 
corner of Mississippi recrosses the state line into Louisiana north of Baton 
Rouge. 

In addition to the main line system, Olin owns and operates other facilities 
including transmission lines located in southern Louisiana which carry gas 
produced within the state to other points within the state where the gas is 
measured and sold. These intrastate lines are not connected with the main 
line or interstate facilities. Accordingly, only a small portion of Olin’s total 
business—about 18.96 billion eubiec feet, out of total sales of 155.44 billion cubic 
feet, or 12.2%, is subject to Commission jurisdiction. Furthermore less than 
4% of these jurisdictional sales are made along Olin’s main transmission pipeline 
system,, most of the jurisdictional sales being made at a central point in the 
Monroe field, in a manner similar to such sales made generally by independent 
producers in the field. 

In short, in so far as the sales which are the subject of this proceeding are 
concerned, the problems involved are principally concerned with the valuation 
of gas for sale in the Monroe field subject to the Commission’s jurisdiction. The 
fact that some of this gas is transported down Olin’s main line transmission 
system for sale en route to and in Baton Rouge is generally incidental to the 
principal problem of determining the value to be placed on Olin’s production 
of Monroe field gas. 


Test period 

On the presentations in this case made by both Olin and the Staff the test 
period used was the twelve months ended October 31, 1954. A few adjustments 
were made to actual recorded costs in order to establish test period figures, 


but the adjustments to the actual recorded costs were few and relatively minor 
in amount. 


The contention that Olin seeks a unilateral increase in rates has not been 
raised and is deemed not to be an issue herein. This cases involves all of the 
interstate. er jurisdictionaloperations of Olin. 


FINDINGS OF FACT 


Upon consideration of all the evidence of record in the proceeding, the follow- 
ing findings of fact are made: 


Jurisdiction 


(1) Olin Gas Transmission Corporation is a corporation organized and existing 
under and by virtue of the laws of the State of Delaware; 

(2) Olin is engaged in the purchase, production and gathering of natural 
gas in the Monroe field in the State of Louisiana, and in the transportation of 
natural gas so produced, purchased and gathered, from a point near Fowler, 
Louisiana, out of the State of Louisiana through a portion of the State of Missis- 
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sippi and back into the State of Louisiana near Baton Rouge, Louisiana. This 
transportation is conducted over what is termed “Olin’s main line transmission 
system”; 

(3) The natural gas transported as described in Finding (2) is sold to Gulf 
States Utilities Company, Mississippi Valley Gas Company and ten other 
smaller companies for use in interstate commerce for resale for ultimate public 
consumption for domestic, commercial, industrial, and other uses; and the rates 
charged by Olin for the sale of such gas are subject to the jurisdiction of the 
Federal Power Commision under the Natural Gas Act; 

(4) Olin is engaged in the transportation, sale and delivery of natural gas 
purchased, produced and gathered in the Monroe Field, Louisiana, to Southern 
Natural Gas Company at a point near Perryville in the State of Louisiana, and 
to Texas Gas Transmision Company at a point near Guthrie in the State of 
Louisiana. The gas so sold is received by the purchasers and transported by 
them out of the State of Louisiana for the purpose of resale in states other 
than Louisiana for ultimate public consumption for domestic, commercial, in- 
dustrial and other uses, and the rates charged by Olin for the sale of such 
gas are subject to the jurisdiction of the Federal Power Commission under the 
Natural Gas Act; 

(5) Olin is engaged in the transportation of natural gas in interstate com- 
merce, and in the sale in interstate commerce of natural gas for resale, and 
is, therefore, a natural-gas company within the purview of the Natural Gas Act 
(Re Interstate Natural Gas Company, Inc., 3 FPC 416 (19438) aff'd 331 US 681 
(1947) ). 


Rate base 

(6) The actual average legitimate cost of Olin’s main line transmission sys- 
tem Gas Plant in Service for the test year ended October 31, 1954 was $26,163,772. 
The average balance of Natural Gas Production and Gathering Plant accounts 
for the period November 1, 1953 to October 31, 1954 (the test year) per the 
books of Olin is $10,314,860; for the Transmission Plant accounts is $15,261,983 ; 
for the Distribution Plant accounts, consisting of the city gate and mainline in- 
dustrial measuring and regulating stations, is $119,259; and General Plant 
allocated to these three functions of plant of $467,670." 

(7) The actual average depletion and depreciation existing in Olin’s main 
line transmision system Gas Plant in Service for the test year ended October 
81, 1954 was $16,364,061. The Commission established a straight-line rate of 
2.86% for depreciating plant over the remaining 35 years of life of Monroe Field, 
as determined by it, when Olin’s rates were reduced and determined previously 
by the Commission. The same bases exist at the present time for the use of 
the same straight-line method and rate of repreciation. In 1943 the Commis- 
sion found and determined that the Monroe Field gas reserves had a 35-year 
life, that such reserves constituted the proper basis of determining the service 
life of Olin’s main transmission line, and that a straight-line rate of depreci- 
ation of 2.86% for depreciating Olin’s plant was proper. The undisputed evi- 
dence herein is that the Monroe Field gas reserves have an effective 35-year 
life ending in 1963.2 All parties accept this 35-year life as applicable to the 
service life of Olin’s main transmission plant. The Staff witness on deprecia- 
tion also used the same service-life basis, but proposed alternately different 
amounts and rates of depreciation. The Staff did not use the method previously 


1 Exhibit 1, p. 10, Statement C-2. 
? Based upon a field reserve study made by the firm of DeGolyer and MacNaughton coy- 
ering natural gas reserves in the Monroe Field as of May 1, 1953. 
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approved and used by the Commission. The methods proposed and the resultant 
amounts of depreciation recommended by the Staff are not accepted. The 
Staff’s proposals are so vagarious that they warrant little attention. For exam- 
ple, posed as a depletion or unit-of-production method the rates recommended 
have no correlation to the facts, whether tested by volume of use of facilities, 
life of the reserves or service life facts. From 1927 to 1941 a 2.86% depreciation 
rate is followed, which was computed and determined by the Commission in 
Docket No. G-149 (3 F. P. C. 416), affirmed 331 U. S. 682 (1947). The 
rates proposed by the Staff ranged from 9.202% in 1943 ($1,337,262 of depreci- 
ation) when line use was approximately at its highest (53,430,055) to a low 
of 1.273% in 1952 when the line had the smallest volume use. By rates proposed 
for use between 1942 and 1953 as follows: 


Staff's annual rates 
of depreciation (%) 


. 560 

. 603 

. 273 

. 898 
the Staff (by pure coincidence) obtains as accrued depreciation approximately 
the same amount the Company has accrued on its books for that period. The 
Staff, thereupon, argues that the Company rates become presumptively right 
and should be adopted. Company use of rates of depreciation (especially for 
extraneous tax advantages) can create no presumption of correctness for rate 
regulation purposes. Having thus absorbed for rate purposes what the Company 
had accrued for the benefit of the consolidated system (of which it is a part) 
under tax laws, the Staff returns after the test year to the straight-line method 
which the Commission previously used. But having excessively accrued de- 
preciation between 1942 and 1953, the Staff must now adopt a rate of deprecia- 
tion of 131% (a 76-year rate) as the straight-line annual rate between 1954 
(the test year) and 1963, which is the end of the 35-year service life, which 
the Staff also adopted. The results of these vagarious proposals are startling. 
Between 1927 and 1941 the Staff uses a straight-line rate of 2.86% based on 35 
years life, because the Commission had so determined. But having adopted 
for this case the service life of 35 years (1928 to 1963), they recommend adopting 
either the various rates above shown between 1942 and 1953, which have no re- 
lation to any service life or to any other theory supported by any facts in this 
record or that we use the Company’s straight-line rate of 5% (service life of 
20 years) between 1942 and 1949, which had been used by the Company (only 
about 12% of whose business is jurisdictional) to gain tax advantages under 
other Federal laws which this Commission does not administer, and the Com- 
pany’s straight-line rate of 3.50% (service life of 29 years) which also had 
been used as book depreciation for tax advantages, and finally that the rate of 
1.31% (service life of 76 years) be used for the balance of the 35-year life 
between the test year 1954 and 1963. No attempt is made to explain why only 
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a 1.31% rate of depreciation (a 76-year service-life straight-line annual rate) 
was to be used from 1954 to 1963. But it is apparent that having. accrued 
excessive amounts up to the test year 1954 and thus adversely reduced the 
test-year rate-base there was not enough plant account left to permit a normal 
rate of depreciation to be used during the balance of the service-life.period. 
This, of course, demonstrates the unfairness of these vagarious proposals. The 
only reason discoverable for not following the method of straight-line deprecia- 
tion on the agreed 35-year-life basis, which the Commission itself had previously 
determined, is that by other methods excessive accruals of depreciation could 
be shown and its rate-base penalized by the amount of such excess depreciation. 
The facts here established by preponderant evidence require the-use of the same 
method the Commission previously used. Any other method in this case would 
violate justness and reasonableness. Arguments regarding obsolescence are 
equally unsupported. The main line is established by uncontroverted proof to 
be needed in its present capacity to meets its service loads. It is also established 
by uncontroverted evidence that the Brock compressor station is required for 
standby utilization, despite admitted changes in load charateristics which reduce 
the need for its continuous operation. When property is in fact no longer 
used and useful (the opposite situation is here shown to exist) the remedy is 
the removal of such property from plant account and its retirement for rate 
purposes: not to try to compensate by an indefinite vagarious inflation of depre- 
ciation rates. In short, it is found that the method proposed by Olin, Which the 
Commission itself previously used, namely, straight-line depreciation throughout 
the service life of 35-years at the annual rate of 2.86% is the correct rate and 
fair method and produces the just and reasonable accrued depreciation for use 
in this proceeding.® 

(8) The net investment in Olin’s main line transmission system Gas Plant 
in Service for the test year ended October 31, 1954 was $10,069,204. 

(9) Working capital in an amount of $416,103, including materials and sup- 
plies, and taking into account funds available from the post-payment of. Fed- 
eral and State income taxes, will be required in the operation of Olin’s main 
line transmission system. 

(10) For the purpose of fixing just and reasonable rates, Olin is entitled to 
earn a fair return on a main line transmission system rate base consisting of 
the net investment in Plant in Service, and working capital in the aggregate 
amount of $10,485,307. 

Rate of Return 


(11) Under presently existing conditions, 644% per annum is a fair return 
on that portion of Olin’s main line transmission system rate base devoted to 
the regulated business, giving a total applicable return of $681,545. The Staff’s 
exhibit entitled “Rate of Return Study—November 1955,” is a misnomer. It 
is primarily a compendium: not a study. It gathers together statistics regard- 
ing securities. It is not a financial study of Olin or its securities or of any rate 
of return to be prescribed by the Commission as a fair return in this case as 
required by law. Olin has no bonds. Its capital consists solely of common stock 
equity, as this Commission required in its merger order (Docket No. G—2335). 
The rate of return allowed, therefore, measures the “fair” return allowed to be 


* The difference between Olin and the Staff as to depreciation reserves ($3,646,192) con- 
stitutes all but $45,331 of the total difference between them as to rate base, and, therefore, 
the resolution of the accrued depreciation is approximately determinative of the increased 
rates. Olin’s briefs correctly point out the compelling facts on which this finding is based. 
{Brief pp. 10-21; Reply Brief pp. 3-10 & Appendix C to Olin’s Brief). 
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earned by the common stockholders—the sole investors in the enterprise. The 
only evidence in the transcript record of evidence taken in the public hearing 
which even tends to prove any percentage figure of returns is the uncontroverted 
evidence produced by Olin.‘ 

Olin seeks a 64% rate of return. Using statistics furnished by the Staff it 
appears that the average of the earnings—price ratios cited by the Staff’s ex- 
hibit plus some financing cost would support a rate of return in excess of 644% 
on common stock equity in Olin. But Olin having claimed no more than 644% 
return has waived any right to a higher rate of return. The Commission’s prior 
merger order influenced the unusual capitalization of Olin, namely, no debt: 
only common stock equity carrying the complete risk of the company’s opera- 
tions. Other hypotheses regarding any other capital structire not only is 
contra to the Commission’s merger order affecting Olin but has no basis in 
evidence.” A 614% rate of return is found to be a fair rate of return on this 
case, 

Cost of Service 


(12) In order to provide an incentive to Olin to carry on exploration activ- 
ities for the purpose of developing additional supplies of gas from the northern 
Louisiana area, the reasonable amount to be included in Olin’s total cost of 
service for rate making purposes for gas produced by Olin and gathered at a 
central point in the Monroe field is 10¢ per Mcf (15.025 psia). Without this 
reasonable minimum incentive price, the alternative source of gas supply is 
the purchase of gas from others at prices exceeding 10¢ per Mcf. Several 
benefits and advantages have been proved which establish that public con- 
venience and necessity requires the offering to Olin of this reasonable minimum 
incentive. This price represents the minimum competitive and fair field price 
or commodity value of such gas gathered at a central point in the field, and 
represents the minimum amount required to provide a reasonably adequate 
incentive for continued and increased production.° 


Olin is committed herein to dedicate to its jurisdictional customers all gas de- 
veloped by it in or within economical proximity of the Monroe Field under the 


*It does not require a U. S. Supreme Court case to tell lawyers that evidence is not 
produced by writing and filing a brief. See U. S. v. Abilene and Southern Railway Com- 
pany, 265 U. S. 274, at 288, 289. The objection sustained in that decision, which invali- 
dated an ICC order, was “that the carriers were left without notice of the evidence with 
which they were, in fact, confronted, as later disclosed by the finding made. The require- 
ment that in an adversary proceeding specific reference be made, is essential to the pres- 
ervation of the substantial rights of the parties. The right of the carriers to insist that 
consideration of matter not in evidence invalidates the order was not lost * * *” p. 289, 
Olin also cites the Morgan case to telling effect—-Morgan v. U. S., 304 U. S. 1, 18 (1938). 
It is noted in passing that Staff exhibits suggest by use in computations a 6% rate of 
return ; but in the open hearing the Staff refused to recommend or advocate any rate of 
return even on the request of the presiding examiner. Later in its brief (Staff Counsel 
is the spokesman in a brief) a rate of return of 64% % is advocated with “shadow proof,” 
i. e., hypotheses! This was Olin’s first notice of the Staff’s claimed position. The 
Morgan case is in point: 

The right to a hearing embraces not only the right to present evidence, but also a 
reasonable opportunity to know the claims of the opposing party and to meet 
them * * * Those who are brought into contest with the Government in a quasijudi- 
cial proceeding aimed at the control of their activities are entitled to be fairly advised 
of what the Government proposes and to be heard upon its proposals before it issues 


its final command. Morgan v. United States, 304 U. S. 1, 18, 58 S. Ct. 773, 776 
(1938). 


5 See Olin’s Reply Brief, pp. 20-29. 


*The benefits and advantages which have been established by uncontroverted evidence 
are accurately summarized in Olin’s Brief, pp. 41—46. 
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incentive drilling program to the full extent such utililization is economically 
and engineering feasible.’ Evidence on field prices introduced by the Staff is 
non-probative. Being fragmentary, non-representative, non-comparable, and 
outdated in time, it cannot influence decision upon reasonable market prices 
of gas in Monroe Field. 

(18) The proper allowance for Olin’s Net Operating Revenue Deductions and 
Credits applicable to Olin’s main transmission line system cost of service, in- 
cluding Monroe field production and gathering on a cost basis, is $4,715,863, 
as follows (Ex. No. 29) : 


Cseratiaiy  Winnnees. 2 ah os i ntl de cilnatdonnide $2, 040, 477 
Depreciation 804, 431 
Depletion 159, 759 
Taxes: 
Other Than Income 813, 689 
State Income: 
Main Line System (excluding Monroe) 
Monroe Field (Well Mouth & Gathering) 
Federal Income: 
Main Line System (excluding Monroe) 
Monroe Field (Well Mouth & Gathering) 


Total Income Taxes 


Total Operating Revenue Deductions 
Miscellaneous Gas Operating Revenues—Cr 
Revenues—Gas Plant Leased to Others—Cr 


Total Net Operating Revenue Deductions 


Included in such Net Operating Revenue Deductions are: 

(1) Depreciation on Olin’s main line gathering, transmission and distribu- 
tion system taken at a rate of 2.86% based on an economic life of these properties 
of 35 years, ending in 1963 as the present indicated economic exhaustion date of 
Olin’s Monroe field gas reserves. 

(2) Federal income taxes at a statutory 52% rate, so that the tax reduction 
benefits from special allowances for statutory depletion and intangible drill- 
ing and development costs granted by the Internal Revenue Code be made 
available to Olin’s stockholders as a necessary incentive to increased gas 
production. 

(14) For the purpose of determining the reasonableness of rates charged, 
and for the future, Olin’s total gas revenues, subject to the Federal Power Com- 
mission’s jurisdiction amounted to $1,254,155 for the test year ended October 
31, 1954. - 

(15) For the purpose of determining the reasonableness of rates charged for 
the test year ending October 31, 1954, and for the future, Olin’s reasonable 
main line system cost of service, including operating expenses, taxes, a 644% 
return on the main line transmission system rate base and an allowance of 10¢ 
per Mcf for Olin’s produced gas gathered at a central point in the field, 
amounted to $6,933,301, as follows: 


7 Olin’s Executive Vice President, Mr. Blanks, during Staff counsel’s recross-examination 
stated Olin’s policy. T. 744-746. See Olin’s Reply Brief (pp. 19-20). 
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Return—6 % % 


Total Cost of Service (Cost Basis) 5, 369, 110 


——_—<— 


Adjustment for Produced Gas (Field Price) (1, 951, 325). 
Average Field Price (Monroe Gas) 3, 524, 516 


Net Adjustment for Produced Gas_......__-_________ 1, 573,191 


Total Cost of Service 6, 933, 301 


The Staff’s figure of $25,000 for estimated rate case expense was based upon 
an initial company estimate of $75,000 cost, amortized over a 3-year period. 
In uncontroverted evidence by Olin, the cost is reasonably estimated as $150,000, 
which is amortized over a 3-year period. There is no contra estimate of such 
cost in evidence. Staff Witness Gertz recommended disallowance of $18,908— 
the cost of the DeGolyer and MacNaughton field gas reserve study and report, as 
being a “non-recurring” expense. As shown by Staff use of the report, it has 
usefulness in this rate case. Uncontroverted evidence establishes that it is in 
constant use by Olin’s personnel in company planning and operations. There 
is no evidence to support the disallowance. How frequently such a study and 
report is required by Olin’s planning and operation is within the reasonable 
discretion of its executive management. As gas reserves reach the end of their 
service life such expense will reasonably be required. The Staff would disallow 
any amount for Federal Income Taxes because the system (consolidated return 
basis) paid no tax in 1954. For the year 1954, including part of the test period 
used in these proceedings, Olin filed a consolidated Federal income tax return 
with its parent Olin Oil and Gas Corporation. The 1954 consolidated return 
also contained the returns of Interstate Natural Gas Company, Inc., the prede- 
cessor owner of Olin’s natural gas properties (prior to May 7, 1954), and of 
Olin Interstate Corporation, the predecessor owner during 1953 and 1954 of 
Interstate Natural’s stock. The return, as filed, showed the following taxable 
net income and losses by the various parties participating in the return (Ex. 
No. 24): 


1954 Net Taxable Income (Loss): 
Olin Oil & Gas Corporation ($2, 165, 201) 
Olin Interstate Corporation 
1954 Operations (Loss) (510, 306) 
1953 Loss Carryover (615, 546) 


(8, 291, 053) 


Olin Gas Transmission Corporation , 476, 107 
Interstate Natural Gas Company, Inc , 648, 236 


Net Profit Operations 8, 124, 343 


1954 Net Taxable Income (Loss) (166, 710) 


It is abundantly clear, from this simple tabulation, that the absence of any 
Federal income tax liability by the consolidated system for the year 1954 arises 
from the unrelated exploration and development program carried on independ- 
ently by Olin’s parent, Olin Oil and Gas Corporation. Olin (and its predecessor) 


506455—59——_46 
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as a corporate entity had a legal liability in the year 1954 for the-payment of 
Federal Income Taxes on net profits from operations in the amount of $3,124,343. 
Such Federal income tax liability on $3,124,343 was discharged by the operation 
of the crediting provisions of Federal Internal Revenue laws permitting the 
consolidation of returns of Olin and its affiliated corporations and the crediting 
of net profits against net losses within the system. As a matter of fact and of 
law Olin satisfied its Federal income tax liability in 1954. Olin, as a matter 
of law, applied to it as a company subject to rate regulation by this Commission 
(and not as a component of a system over which this Commission has no juris- 
diction to regulate rates) had a computable tax liability in 1954 of $897,537, 
which is recognized as a lawful revenue deduction in determining just and 
reasonable rates. Any other action would penalize Olin as an affiliated member 
of a corporate system.* The specific provisions of this Commission’s order is- 
sued April 30, 1954 permitting the Interstate-Olin merger (Docket No. G—2335) 
prohibiting the recording on the books of account of Olin of any acquisition 
adjustment (a write-up proposal) bar the use as proposed by the Staff of the 
“stepped-up” plant cost to obtain a “stepped-up” depreciation.’ All other items 
above listed are supported by preponderant evidence.” 

(16) For the purpose of allocating such cost of service to Olin’s jurisdictional 
sales, a volumetric method of allocation is suitable. Such an allocation shows 
total costs of $2,324,978 applicable to Olin’s jurisdictional sales, and a deficiency 
in the rates and charges collected from such sales of $1,070,823, as follows 
(Ex. No. 1, p. 33): 


| 

Revenue A verage 

| deficiency cost per 

| Mef (cents) 
| 


| Cost of Present 
| service revenue 


Field sales aoeaaaeae ou | $1, 313, 099 $620, 014 
Transmission line sales.........-- ae 1, O11, 879 | 634, 141 


| 
| 


| 
($613, 085)| 9. 87 
(377, 38)} &7 
Total LacdeUntdesccideatiamaeteede --------| 2,334,978 
! 


, 254, 155 (1, 070,823) 
| 
' 


(17) Olin’s increased rates and charges, as contained in Olin’s FPC Gas 
Tariff, First Revised Sheets Nos. 4, 5. 7, 9, 14, 15, 16 and 22 to its Original 
Volume No. 1, produce a total rate increase of $1,070,668 based on sales volume 
for the test year ending October 31, 1954, as follows: 


| 
Revenues | Revenues 
under under Increase 
previous | proposed 
rates | rates | 


$620,014 | $1,313, 206 | $693, 192 
634, 141 1,011, 617 377, 476 





1, 254,155 | 2,324,823 | 1,070, 668 


(18) Tested by revenues and cost of service for the test year ending Ocober 31, 
1954, as described in Findings (16) and (17), the rates and charges proposed to 
be collected by Olin from pipe line companies and distribution companies for 


8 Olin’s Brief (pp. 21-25) and Reply Brief (pp. 11-14) accurately cites the controlling 
legal precedents. 

*® The unfairness is correctly stated by Olin’s Brief, p. 25. 

1” Appendix B (Bxhibit 29) to Olin’s Brief. 
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natural gas transported and sold in interstate commerce for resale are just and 
reasonable and are not discriminatory, preferential or otherwise unlawful. 

(19) In view of the foregoing findings, the proposed increased rates for the 
sale in interstate commerce of natural gas for resale contained in First Revised 
Sheets Nos. 4, 5, 7, 9, 14, 15, 16 and 22 to Olin’s FPC Gas Tariff, Original Volume 
No. 1 are just, reasonable, nondiscriminatory and nonpreferential.” 

Wherefore, it is ordered, subject to review by the- Commission that: 

(A) The increased rates for the sale of natural gas in interstate commerce 
for-resale proposed by Olin Gas Transmission Corporation contained in First 
Revised Sheets Nos. 4, 5, 7, 9, 14, 15, 16 and 22, respectively, of FPC Gas Tariff 
Original Volume No. 1 be, and the same-hereby are, allowed and the afore- 
mentioned sheets are accepted for filing. 

(B) The said rate schedules as set forth in First Revised Sheets Nos. 4, 
5, 7, 9, 14, 15, 16 and 22 shall be deemed to be effective from and after August 15, 
1955, the date upon which this Commission by its Order issued August 11, 1955 
made said rate schedules effective upon motion filed by Olin pursuant to the 
terms of Section 4 of the Natural Gas Act. 

(C) Olin is hereby discharged from further obligation and liability with 
respect to its undertaking filed August 23, 1955 to make refunds applicable to 
its rates and charges. 


EMERY J. WOODALL, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORDER ALLOWING RATE INCREASE 
(Issued May 15, 1957) 


This is a rate case arising under Section 4 of the Natural Gas Act (Act) on 
proposed revised tariff filings by Olin Gas Transmission Corporation (Olin) and 
involves proposed increases in Olin’s rates of $1,070,668 per year. The presiding 
examiner, in his decision issued August 16, 1956, determined that the proposed 
increases should be allowed, and on September 5, 1956, staff counsel filed excep- 
tions thereto. The basic question presented is whether Olin’s proposed increased 
rates are just and reasonable under Section 4 of the Act. Subsidiary questions 
in determining this issue are, first, whether the evidence in the record, consisting 
of both cost data applicable to Olin’s operations, as well as evidence adduced 
by Olin to support the allowance of a 10 cents per Mcf field price for gas produced 
and delivered by Olin to a central point in the field, establishes the justness and 
reasonableness of Olin’s rates; second, whether Olin should, for rate-making 


1 The total costs of service applicable to main line transmission system sales, including 
operations in the Monroe field, were assigned to classes of customers on an annual volume 
basis after first determining and assigning the appropriate costs to two interstate sales 
made in the Monroe field to Southern Natural Gas Company and to Texas Gas Transmission 
Corporation. 

The allocation of costs to main line transmission sales on an annual volume basis 
reduces the costs assignable to jurisdictional transmission system sales to utilities 
and increases the costs assignable to non-jurisdictional transmission system sales as 
compared with the results of a demand-commodity allocation as used by the Com- 
mission in other cases. However, the application of the straight volumetric alloca- 
tion to the fair field price cost of service included here produces a rate to utilities 
which is satisfactory to Olin. Olin’s Brief, p. 7. 
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purposes, be permitted to apply the straight-line method of depreciation and the 
annual rate of depreciation heretofore determined by the Commission to be 
properly applicable to Olin’s operations, notwithstanding such changed operating 
conditions as the company may have experienced ; third, whether Olin should be 
permitted a 614 percent rate of return; fourth, whether Olin should be allowed 
in its cost of service the amount of $897,537 claimed as income tax expense; 
and finally, whether Olin should be allowed as an item expense in computing its 
cost of service the amount of $18,908, the cost of a geological gas reserve study. 

As more fully appears hereafter, we answer all these questions in the affirma- 
tive, and conclude, on the basis of the particular facts presented in this case, 
that Olin’s proposed increased rates should be allowed and the exceptions of 
staff counsel denied. However, the circumstances of this proceeding are well- 
nigh unique and the case itself virtually sui generis; accordingly, neither the 
decision reached herein by the presiding examiner nor the determinations set 
forth in this order stand as precedent for fixing just and reasonable rates for any 
natural-gas company in any future case. 

The procedural background to this case can be briefly stated. This proceeding 
was initiated by the filing on February 11, 1955, by Olin, of First Revised Sheets 
Nos. 4, 5, 7, 9, 14, 15, 16, and 22, to its FPC Gas Tariff, Original Volume No. 1. 
By Commission order issued March 10, 1955, the proposed increased rates were 
suspended until August 15, 1955, when they became effective subject to refund 
commitment. Pursuant to Commission order, a hearing on Olin’s proposed in- 
creased rates commenced on October 24,1955. There was a total of six hearing 
days, the hearing concluding on April 6, 1956. Three parties intervened in the 
ease, all customers of Olin—Southern Natural Gas Company, Mississippi Valley 
Gas Company, and Texas Gas Transmission Corporation. Participation by these 
parties was limited, none filing briefs in the case. Neither did any of the in- 
tervenors file exceptions to the presiding examiner’s decision. 

Olin is undisputably a “natural-gas company” under the Act, both by reason 
of its interstate transportation and its interstate sales of natural gas. How- 
ever, its operations have certain distinctive aspects which, in addition to certain 
other facts presented by the record, give this case its nonconformable character. 
In this regard, although immaterial insofar as Commission rate jurisdiction 
is concerned, it may be mentioned that Olin’s operations involve both the inter- 
state transportation and sale of natural gas characteristic of an interstate pipe- 
line transmission company, as well as field sales to certain interstate pipeline 
transmission companies, resembling those commonly made by certain independent 
producer natural-gas companies. Olin’s principal source of supply of gas for 
both type of activities consists of its own reserves of gas located in the Monroe 
Field in northern Louisiana, reserves which although large and important are 
steadily diminishing, as will be described subsequently 

More particularly respecting its interstate pipeline transmission activities, 
Olin produces gas in the Monroe Field and transports it southward from Fowler, 
Louisiana, through its 170-mile interstate pipeline into Mississippi and then back 
into Louisiana to points of delivery and sale in and near Baton Rouge, Louisiana. 
These sales, which account for about one-third of its total jurisdictional sales, 
will be referred to as its main-line sales. 

Additionally, Olin produces gas and gathers it to a central point in the Monroe 
Field, where it sells such gas to pipeline company purchasesrs which in turn 
transport the gas out of the State. These sales, which also are jurisdictional 
interstate sales, will be referred to as Olin’s field sales. It will be noted that 
they involve sales of gas gathered by Olin to a central point in the field, in which 
respect, Olin’s sales follow the prevalent practice in the Monroe Field, where 




















FEDERAL POWER COMMISSION 697 





the great preponderance of large-volume interstate sales are made at what may 
be described as the central field delivery point. 

As indicated, the gas supply situation in the Monroe Field presents circum- 
stances which also set this case apart from the ordinary. The Monroe Field 
was discovered in 1916, and was at one time considered to be the largest gas 
field in the country. At the time of the 1942-1943 Commission rate proceedings 
involving Interstate Natural Gas Company, Inc., Olin’s predecessor, production 
from this field was such that it was estimated the field would be commercially 
unproductive after 1961. The estimate has now been advanced to 1963 or later. 
Correspondingly, volumes of gas transported by means of Olin’s main-line facil- 
ities have been declining in recent years and obviously Olin is confronted with 
a pressing need for additional supplies of gas if present service is to be main- 
tained. As indicated above, Olin produces and transports gas from other fields, 
principally in south Louisiana, which sources of supply now meet the needs for 
its intrastate sales. 

The fact that Olin is the subsidiary of another corporation with an unusual 
eapital structure, further distinguishes this case from the usual run. Olin 
is the wholly-owned subsidiary of Olin Oil and Gas Corporation. As such, it 
has an all-common-stock type of capital structure; few natural-gas companies 
coming before the Commission in recent years have been in this unique position. 
Olin is a successor by merger to the properties of the former Interstate Natural 
Gas Company, Incorporated (Interstate). During 1953, Standard Oil Company 
and its associates sold the stock they owned of Interstate to Olin Interstate 
Corporation, a subsidiary of Olin Industries, Incorporated, now Olin Mathieson 
Chemical Corporation. A certificate proceeding followed in which Olin Inter- 
state Corporation sought and received authority to take over the properties of 
Interstate. This acquisition of the properties of Interstate Corporation, which 
became Olin Gas Transmission Corporation, was made effective May 7, 1954, 
pursuant to Commission order issued April 30, 1954. 

This is the first over-all rate increase applicable to Olin’s interstate resale 
customers ever filed, the existing rates applicable to its sales having been estab- 
lished by Commission order issued in 1943, reducing the rates of the old Inter- 
state company. Stating in its rate increase application that, inter alia, the pro- 
posed increased rates are “* * * designed to reflect the changes in the company’s 
operations and the long deferred increases in cost which have occurred” since 
the 1943 rate reduction, Olin’s proposed increase calls for a minimum field 
price allowance of 10 cents per Mcf? for gas produced and delivered by Olin in 
the Monroe Field, applicable to all Olin’s jurisdictional sales. 

Under Olin’s proposed increased rates, the price for the gas gathered to a 
central point in the Monroe Field and sold to pipeline purchasers, covered by 
Olin’s Pipe Line Rate Schedules P-2 and P-3, would be increased from 4.66 
cents per Mcf to 9.87 cents per Mcf. The price for gas sold from Olin’s inter- 
state pipeline, under Olin’s proposed General Service Rate Schedule G—1, would 
be increased to 17.87 cents per Mcf at 15.025 psia.* Present rates are 15 cents 





1In point of fact, only about 12.2 percent of all gas sold by Olin is subject to Commis- 
sion jurisdiction. Olin owns and operates intrastate lines which are not connected with 
its main-line interstate facilities; and the bulk of Olin’s sales is from its intrastate 
facilities. 

2In its presentation, Monroe Field gas produced by Olin was priced at 10 cents per Mcf. 
However, Olin also purchases a small amount of gas in the Monroe Field; and averaging 
the cost of such purchased gas with the cost of Olin’s produced gas results in a figure 
of 9.87 cents per Mef. 

®Such sales were formerly covered by Rate Schedules G-1 and G-2, the latter being 
cancelled by the proposed filing. 
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per Mcf per month for the first 25,000 Mcf; 12 cents for the next 50,000 Mcf; and 
10 cents for over 75,000 Mcf. The increases to Olin’s principal customers, as 
indicated by sales volumes and gas operating revenues for the twelve months 
ended October 31, 1954, would be as follows: 


Actual Revenues | Revenues 
Mef under under Increase 
(15.025 previous proposed 
psia) rates rates 
Field sales, Monroe Field: 


Southern Natural Gas Co eee $514, 717 | $1,090, 184 $575, 467 
Texas Gas Transmission Co ..| 2,259, 590 105, 297 223, 022 117, 725 





Total field cdindis - 2 ee 


620, 014 1, 313, 206 693, 192 


Main-line sales: 
Gulf States Utilities Co__....__-- nite 7 4, 042, 498 426, 614 
Mississippi Valley Gas Co_..__-.-_-_--- 1, 204, 500 145, 738 
Other main line (10 customers) ----_- 413, 984 | 61, 789 

| 


Total transmission line itvecaeatasainaae ee 634, 141 | 
I Boies cceidnce omiend« " 18, 966,005 | 1, 254, 155 | 





Olin seeks the allowance of 10 cents per Mcf for company-produced gas and 
its presentation reflects this approach. Additionally, however, Olin put cost 
data in the record, and likewise the Commission staff put in a cost of service study 
as well as testimony and exhibits setting forth rates for Olin’s jurisdictional 
sales on a cost-of-service rate-base approach. 

With respect to Olin’s rate base, the facts disclose thal the actual average legiti- 
mate cost of Olin’s total Gas Plant for the test year November 1, 1953, to October 
31, 1954, was $26,433,265. The average balance of Natural Gas Production 
and Gathering Plant accounts for the same period per the books of Olin was 
$10,314,860; for the Transmission Plant accounts was $15,261,983; for the Dis- 
tribution Plant accounts, consisting of city gate and main-line industrial measur- 
ing and regulating stations, was $119,259; and General Plant allocated to these 
three functions of $467,670. 

Offsetting the above aggregate of $26,433,265 with an average reserve for 
depreciation for the test year of $14,086,974 and a corresponding depletion 
reserve of $2,076,685 and with certain additional smaller reserve items, which 
together total $16,364,061, leaves a net Plant for the test year of $10,069,204. 
As previously indicated, one of the major controversies in this case turns on 
what the proper basis and amount of depreciation should be, the staff contending 
for a unit-of-production approach to depreciation which would work a considera- 
ble reduction of the rate base and also in operating expenses, as we shall see. 

Working capital in .the.amoeunt .of $446,103, which includes materials’ ‘and 
supplies and takes into account funds available from the post-payment of federal 
and state income taxes, will be required in the operation of Olin’s main-line trans. 
mission system. The resulting figure of $10,485,307 is, we find, the main-line 
transmission system rate base consisting of the net investment in Plant in Service 
and working capital. 

The proper allowance for Olin’s net operating revenue deductions applicable 
to Olin’s main transmission line system cost of service, including Monroe Field 
production and gathering on a cost basis is $4,678,565. This figure takes into 
account operating expenses, $2,040,447; depreciation, $804,431; depletion, 
$159,759; taxes other than income, $813,689; state income taxes, main line (ex- 
cluding Monroe), $16,371 and Monroe Field (well mouth and gathering), $9,771; 
allowance for federal income taxes, main-line system (excluding Monroe Field), 
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$545,699, and Monroe Field (well mouth and gathering), $325,696. There is 
also a credit from miscellaneous gas operating revenues of $37,298. Included 
in the foregoing net operating revenue deductions are (1) depreciation on Olin’s 
main-line gathering, transmission and distributing system taken at a rate of 2.86 
percent based on an economic life of these properties of 35 years, ending in 1963 
at the present indicated economic exhaustion date of Olin’s Monroe Field gas 
reserves; and (2) federal income taxes computed without taking the statutory 
deduction permitted for statutory depletion and intangible drilling and develop- 
ment costs. 

On the basis of its field-price presentation, Olin’s main-line cost of service, 
including operating expenses, taxes (including an allowance for income taxes), 
a 6%-percent return on the main-line transmission system rate base and an 
allowance of 10 cents per Mcf for Olin’s produced gas gathered at a central point 
on the field, amounted to $6,933,301, as set forth in the following tabulation: 


$4, 678, 565 


5, 360, 110 


Average field price (Monroe Field Gas) 3, 524, 516 
Eliminate cost of service for produced gas (1, 951, 325) 


Net adjustment for produced gas 1, 573, 191 


Total cost of service on field-price basis 6, 933, 301 


In allocating the above cost of service to its jurisdictional sales, Olin employed 
a volumetric method of allocation, which is suitable. On this basis, total costs 
of $2,324,978 are applicable to Olin’s jurisdictional sales. Olin’s gas revenues 
from sales subject to the Commission’s jurisdiction amounted to $1,254,155 for 
the test year. Thus a revenue deficiency of $1,070,823 for such sales is indicated 
as follows: 


ay 
Cost of | Present Revenue Average 
service revenue | deficiency cost per 
| ae eal | | M cf (cents) 


Field sales. __- yee ey -.---------} $1,313,099 | — $620,014 | $(693, 085)| 9. 87 
Transmission line sales...............-.--..------------ 1, 011, 879 | 634, 141 (377, 738)| 17. 87 








2, 324,978 | 1, 254, 155 | | (1, 070, 823) | 
' 


The proposed rate increase of $1,070,668 covered by Olin’s revised ‘tariff* filings 
would yield the additional revenue needed to offset the above-indicated deficiency 
of revenues in the test year. 

Although the field-price data adduced by Olin in this proceeding are not suffi- 
cient alone to provide a foundation for any determination of just and reasonable 
rates, they tend to give some support to the conclusion that the 10 cents per Mcf 
figure is a reasonable alowance for gas produced or gathered to a central-field 
point by Olin. In arriving at this figure, Olin has computed the average-field 
prices charged by the producers in the Monroe Field which first undertook to- 
supply a portion of the requirements of the pipeline companies to which Olin 
today makes field sales. Making sales to Southern Natural Gas Company at 
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Perryville, Louisiana, are United Carbon Company, with an annual volume for 
1954 of 18,633,971 Mcf at an average of 11.11 cents per Mcf; and Hope Producing 
Company, with an annual volume for 1954 of 35,444 Mcf at an average of 6.99 
cents. Making sales to Texas Gas Transmission Company at Guthrie, Louisiana, 
are Southwest Gas Producing Company, annual volume of 5,210,040 Mcf at an 
average of 6.57 cents; Hope Producing Company, annual volume of 107,298 Mcf 
at an average of 8.14 cents; Columbian Carbon Company, annual volume of 
1,431,640 Mcf at an average of 8.13 cents; and United Carbon Company, annual 
volume of 1,130,891 Mcf with an average of 8.14 cents, all for 1954. More 
recent prices are in excess of these levels. 

No new reserves of any consequence have been added to the field for many 
years, and available reserves and production are slowly declining. In 1950, total 
Monroe Field production was 148,592,804 Mcf of natural gas; in 1951, 143,- 
933,172 Mcf; in 1952, 129,785,345 Mcf; in 1953, 114,671,576 Mcf; and in 1954, 
107,986,285 Mcf. Further production declines are forecast, and unless additional 
reserves are found in or near the field area, the Monroe Field is expected to be 
commercially exhausted by the end of 1963. 

Olin is the largest individual producer in the field. It has about 50,000 acres 
of the field’s some 250,000 productive acres and 358 of its 1,868 producing wells. 
There is no question but that in a few years’ time, Olin will be unable to meet 
its customers’ requirements with gas produced by it from the Monroe Field. 
Without some incentive to produce additional gas for its resale customers, Olin 
will be required to purchase the needed gas at higher prices from others which 
will directly result in increased costs to the consumers of gas. If the needed 
volumes of gas were bought from United Gas Pipe Line Company, for example, 
which could well be the case, under United’s applicable rates as shown in this 
proceeding, the cost of the alternative supply of gas from United would be, on 
the basis of a 72 percent assumed load factor for Olin’s main line, 15.50 cents 
per Mcf; and on a 100 percent load factor, 14.10 cents. On the basis of Olin’s 
actual load factor for the year 1954, the cost would be 23.34 cents per Mcf. 

There was convincing testimony on the part of the executive vice president of 
the company and Olin’s principal policy witness, that the amount of the increase 
above cost sought by Olin was needed to provide it with an incentive to carry 
on exploration activities in an effort to develop gas reserves in the northern 
Louisiana area sufficient to maintain supply to its main-line customers as the 
Monroe Field becomes depleted. Thus this witness testified that (R. 735) “It 
is my opinion that the allowance above cost, which is of course included in the 
ten cents figure * * * is the minimum that we feel should be considered by the 
Commission as an incentive to the company to develop production of its own in 
order to continue service to the communities which are dependent on our main 
pipeline system for this service * * * .” He testified further that “there are 
two ways that we can augment our supply to serve these customers. The first, 
and the one that we think most desirable, is to get some production of our own.” 
And he indicated the extent to which Olin had recently been pursuing this course. 
Continuing, he pointed out that the alternative would be to purchase the gas. 
Then he stated (R. 736-737) : 

We think we can, by exploration and development, deliver our gas to our 
customers at a cheaper price under the production system. 
Referring to certain possibilities for securing additional supplies of Louisiana 
gas, this witness testified that, although no final decision had yet been made 
(R. 737), “we don’t think that we should, prior to developing, or trying to 
develop some of our own production, resort to purchasing all of our gas.” Sum- 
marizing, he testified (R. 738): 
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We think that we can [by exploration] put the gas into our pipeline at 
a cheaper price, assuming that we are successful, and we feel like the con- 
sumers will benefit from it, and at the same time, it is our feeling that 
the consumer should pay some portion of the risk that we are taking in 
order to provide this, what we feel will be a cheaper price for them down 
the line. 

In addition, there was evidence of Olin’s present and projected exploration 
programs. In this connection, it should be kept in mind that present-day costs 
for exploration and drilling activities are much higher than in the past. 
For example, it appears that a Monroe Field deep test well today may cost as 
much as $220,000, compared with the $12,000 or so cost of a shallow well by which 
the field has been developed. Additionally, there was evidence of increased 
operational flexibility to the company resulting from ownership of its own pro- 
duction as contrasted with purchasing its gas from others, which would redound 
to the benefit of the consumer. On consideration of all the factors, on the basis 
of the record in this case, we conclude that the increased rates proposed by 
Olin will, while remaining within the bounds of reasonableness, serve the de- 
sirable and proper purpose of affording Olin the incentive and, at least to-a 
degree, the means for undertaking the exploration and development which are 
required in the interest of Olin’s customers, to meet their need for continued 
supplies of natural gas at reasonable rates. 

Turning to the issues which remain in determining the justness and reason- 
ableness of Olin’s proposed increased rates, we consider first the matter of the 
proper allowance for depreciation. In the 1943 proceedings in docket No. G—149 
involving the rates of Olin’s predecessor, the Commission established a straight- 
line rate of 2.86 percent per year for depreciating plant over the remaining 35 
years of life of the Monroe Field. The evidence here indicates the effective 
life of the Monroe Field as 35 years ending in 1963. All parties accept this 
35-year life as applicable to the service life of Olin’s main transmission plant. 

Olin’s reserves for depreciation and depletion applicable to mainline facilities 
were calculated in this case, for rate-making purposes, to correspond with the 
reserves which would appear upon Olin’s books if it had adopted and recorded 
the reserves and used the depreciation and depletion rates which were applied 
in the 1943 proceeding. Thus, its presentation was based on the 2.86 percent 
depreciation rate approved by the Commission in the 1943 proceeding, applied 
to its main-line system gathering, transmission, and distribution properties 
throughout the 1927-1963 life of the Monroe Field. As calculated by the com- 
pany, the average of the reserves applicable to Olin’s main-line transmission 
system during the test period amounted to $14,086,974. Starting with the accrued 
reserve employed by the Commission in the 19438 proceeding, and using the 
depreciation rates and depletion procedures used there in computing subsequent 
annual accruals, Olin arrived at a total main-line system depreciation expense 
chargeable during the test period of $804,431.4 

However, for the years 1927 through 1949, the company actually recorded a 
book depreciation rate of 5 percent per year applicable to its main-line gather- 
ing, transmission, and distribution system plant accounts. In 1950, the 5 
percent rate was reduced to 3% percent for the principal main-line transmission 
and distribution plant accounts, the reason for this being advanced as past prac- 
tice under previous management and a desire to “charge depreciation at a 
higher rate in order to recover the investment in a minimum number of years 


* Under the field-price formula, the depreciation cost applicable to Olin’s Monroe Field 
well-mouth and gathering operations is eliminated from the cost of service. 
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and to keep the annual income taxes as low as possible * * * ” In accord- 
ance with this policy, no change was made to conform the company’s book de- 
preciation to accord with the Commission’s findings in the 1943 case. As a 
result, based on the test period, the company’s book reserve is $3,611,645 in excess 
of the depreciation reserve computed on the basis of the 1943 depreciation rates. 

The staff recommends that Olin’s rate of depreciation be accorded a treatment 
other than that given it by Olin, a treatment which would adjust the company’s 
depreciation reserve and thereby reduce its main-line rate base by $3,611,645 
and its annual depreciation by $204,477. The staff advances basically two reasons 
to justify what is essentially a unit-of-production or depletion approach in 
determining on Olin’s rate of depreciation—the depletion in Olin’s main-line sys- 
tem’s gas resources, and what is said to be the obsolescence caused by substantial 
unfavorable changes in the natural-gas business handled by the main-line system. 
Under the staff's treatment, instead of the consistent application of 2.86 percent 
depreciation rate throughout the 1927-1963 life of the Monroe Field, this period 
would be broken into three segments and different rates applied to each: for 
1927 to 1941, a 2.86 percent depreciation rate; for 1942-1953, unit-of-production 
rates, varying from 9.20 percent to 1.56 percent; and for 1954-1963, a 1.31 per- 
cent depreciation rate, based on a 10-year remaining Monroe Field life after 
1953. The staff takes the position that the problem of depreciation must be re- 
evaluated from time to time in light of current use of facilities; that the uni- 
form rate of 2.86 percent used by the company’s witness is seriously inadequate 
for the period 1942-1953 by reason of a decline in main-line deliveries during 
this time; and that, in effect, the company seeks to make up this deficiency by 
billing future customers at rates which are designed to make up these past 
-deficiencies. 

However, we think it is premature to regard Olin’s main-line facilities as 
functionally obsolescent to the extent the staff sets forth, particularly in view 
of Olin’s plans for further exploration and development revealed in this case. 
Further, we have never applied such a unit-of-production or depletion approach 
as that proposed by the staff, and we feel that further study and consideration 
of the general problem should be undertaken before requiring a change in a 
company’s rate of depreciation in the manner and to the extent proposed by staff 
in this case. In view of these considerations, we conclude that for the purposes 
of this case, we should accept Olin’s computations of depreciation reserves and 
expense, which have been calculated to be $14,086,974 and $804,431, respectively, 
as heretofore shown. 

Olin seeks a 6% percent rate of return. Olin takes the position that since 
it is a wholly-owned subsidiary of another corporation, with a capital structure 
consisting entirely of common equity as prescribed by another regulatory au- 
thority, it is entitled to a rate of return comparable to that fixed on common 
equity stock of utilities generally. The staff, on the other hand, would assimilate 
Olin to the status of a natural-gas company with a conventional type of capital 
structure and recommends a rate of return comparable to those we have pre- 
scribed for other conventional-type natural-gas companies. 

In their furthest reach, neither Olin’s position nor that of the staff is accept- 
able. For on Olin’s theory of allowing the company a rate of return comparable 
to that earned on common stock equity by utilities generally, a rate of return 
-considerably in excess of the requested 6% percent is indicated. Thus, the record 
discloses that for the year 1953, the rate of return earned on common stock equity 
by all natural-gas companies reporting to the Commission was 10.4 percent. We 
‘can see no justification for such a rate of return in the case of Olin, however, 
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lacking as this record does any evidence of the financial needs of Olin for 
additional capital or of what its financing costs would be. On the other hand, 
the staff’s position, of analogizing Olin to a theoretical capital structure in- 
tended to constitute a typical natural-gas company is equally unrealistic in the 
circumstances presented here, since Olin simply does not fall within any such 
category, as we have seen. But we are of the view that at least minimal recog- 
nition must be given to Olin’s distinctive character in the above and other re- 
spects. On balance, we consider that a fair and appropriate compromise is to 
be arrived at by allowing Olin a rate of return of 644 percent, which we conclude 
is fair and proper in the circumstances of this case. 

Further respecting this matter, we note that, contrary to what might be in- 
ferred from certain expressions in the presiding examiner’s decision, there is 
no requirement of law that a staff witness must submit a recommendation of 
what he considers to be a reasonable rate of return, nor do we so require, a 
matter which should be transparently clear from a long line of Commission 
decisions. 

Olin included in its cost of service a total of $897,537 for federal and state 
income taxes for the test year. The staff would exclude this amount. Staff 
takes the position that the cost-of-service computations reflecting cost items 
should include only taxes which are actually paid; and that on the basis of the 
consolidated return by Olin and its parent, Olin Oil and Gas Corporation, no 
tax was actually paid by Olin. The reason the consolidated return reflects 
no income taxes for Olin was in part due to losses generated by Olin Oil and 
Gas Corporation from unregulated business activities unrelated to Olin’s natural 
gas operation. This and other circumstances justify the allowance for state 
and federal income taxes which Olin has included in its jurisdictional cost of 
service. 

The final issue, a relatively minor one, is whether to allow as an expense in 
Olin’s cost of service, the relatively small amount of $18,908, the cost of a field- 
gas reserve study and report which the staff characterizes as a non-recurring 
expense. However, the report has been of use in several instances, including the 
instant rate case; and as gas reserves reach the end of their service life, such 
an expense may reasonably be repeatedly incurred and may appropriately be 
allowed as an expense in Olin’s cost of service, as set forth in the company’s 
presentation. 

For the reasons given and upon the finding hereinabove set forth, the Com- 
mission further finds that the increased rates and charges for the sale of natural 
gas in interstate commerce for resale proposed by Olin Gas Transmission Corpo- 
ration contained in First Revised Sheets Nos. 4, 5, 7, 9, 14, 15, 16, and 22 of Olin’s 
FPO Gas Tariff, Original Volume No. 1, have been shown to be just, reasonable, 
and otherwise lawful, and the proposed increased rates should be allowed. 

The Commission orders: 


(A) The increased rates for the sale of natural gas in interstate commerce for 
resale proposed by Olin Gas Transmission Corporation contained in First Re- 
vised Sheets Nos. 4, 5, 7, 9, 14, 15, 16, and 22 of Olin’s FPC Gas Tariff, Original 
Volume No. 1, are hereby allowed, effective from and after August 15, 1955. 

(B) Olin Gas Transmission Corporation is hereby discharged from further 
obligation or liability with respect to its undertaking filed August 23, 1955, to 
make refunds applicable to its rates and charges. 

Commissioner Connole dissenting. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO ELECTRIC COMPANY, DOCKET NO. E-6740 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF PREFERRED STOCK AND FIRST 
MORTGAGE BONDS 


(Issued May 15, 1957) 


By order issued May 7, 1957, 17 F. P. C. 648, in the above-entitled matter, the 
Commission authorized El Paso Electric Company (Applicant) to issue and sell 
through competitive bidding 20,000 shares of Preferred Stock, without par value, 
and $6,500,000, principal amount of First Mortgage Bonds, Series due 1987+ 
subject to the provisions, among others, as set forth in paragraph (B) of that 
order as follows: 

“(B) The proposed issuances and sales at competitive bidding of Preferred 
Stock and Bonds shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements, and Section 34.2 (k) (4) of the Rules relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram, as contemplated 
by Section 34.9 of the Rules; the foregoing being applicable to the proposed 
issuances of Preferred Stock and Bonds, as the case may be. 

(ii) The Commission, by further order, shall have approved (1) the respective 
prices to be received by Applicant for the proposed Preferred Stock and Bonds, 
and (2) the dividend rate on the proposed Preferred Stock and the interest rate 
on the proposed Bonds.” ; 

Applicant, on May 15, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states, among other things, 
(1) that it proposes to accept, as representing the lowest annual cost of money to 
it, the bid of Eastman Dillion, Union Securities & Co. to purchase the 20,000 
shares of the proposed issuance of Preferred Stock for $100.007 per share, with 
a dividend rate per share of $5.40; and (2) that it proposes to accept, as rep- 
resenting the lowest annual cost of money to it, the bid of Equitable Securities 
Corporation and R. W. Pressprich & Co. to purchase the proposed issuance of 
$6,500,000, principal amount of Bonds, at the price of 100.07% of principal 
amount, with an interest rate of 45,% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements contained in 
paragraph (B) of the Commission’s order issued May 7, 1957, in the above- 
entitled docket ; and under the respective bids it proposes to accept for purchase 
of the proposed issuance of Preferred Stock and Bonds, (1) the price per share 
of Preferred Stock to be received by Applicant and the dividend rate to be paid 
thereon, and (2) the price to be received by Applicant for the Bonds and the 
interest rate thereof are reasonable. 

(2) The proposed issuances and sales of Preferred Stock and Bonds, as here- 
inafter authorized, will be for a lawful object, within the corporate purposes of 





2That order also authorized Applicant to issue 119,522 shares of Common Stock, par 
value $5.00 per share, and exempted such issuance from the competitive bidding require- 
ments of Section 34.1a (b) and (c) of the Commission’s Regulations under the Federal 
Power Act. 
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Applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance of service by Applicant as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The price per share of Preferred Stock to be received by Applicant and 
the dividend rate to be paid thereon by Applicant, and the price to be received 
by Applicant for the proposed Bonds and the interest rate thereof under the re- 
spective bids referred to above are approved as reasonable. 

(B) The proposed issuances and sales of Preferred Stock and Bonds referred 
to above, upon the terms and conditions, and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (C), 
(D), and (E) of the Commission’s order issued May 7, 1957, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-—10029 
PACIFIC NORTHWEST PIPELINE COMPANY, DOCKET NO. G—10038 
EL PASO NATURAL GAS COMPANY, DOCKET NO. G—10088 


ORDER AMENDING ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY AND REJECTING REVISED TARIFF SHEETS 


(Issued May 15, 1957) 


Colorado Interstate Gas Company (Colorado Interstate), Pacific Northwest 
Pipeline Corporation (Pacific), and El Paso Natural Gas Company (El Paso), 
hereinafter sometimes collectively referred to as Petitioners, filed in Docket No. 
G-—10029 on February 27, 1957, in Docket No. G—10038 on March 8, 1957, and 
in Docket No. G—10088 on February 18, 1957, respectively, separate petitions 
requesting the Commission to amend the certificates of public convenience and 
necessity theretofore issued by the Commission by order issued in the above- 
captioned proceeding on September 5, 1956. In addition, Colorado Interstate, El 
Paso and Pacific, on February 4, 1957, February 6, 1957 and February 4, 1957, 
respectively, submitted proposed revisions of their respective presently effective 
rate schedules on file with the Commission related to the requested amendments 
of the certificates of public convenience and necessity referred to above. 

The proposed revisions submitted consist of First Revised Sheet Nos. 13x, 19y 
and 13z, constituting Rate Schedule X-5 to Colorado Interstate’s FPC Gas 
Tariff, Original Volume No. 1; First Revised Sheet Nos. 2, 3, 4, 5 and 6, con- 
stituting Rate Schedule X-4 to El Paso’s FPC Gas Tariff, Third Revised Volume 
No. 2; and First Revised Sheet No. 5 to Pacifie’s FPC Gas Tariff, Original Volume 
No. 1. 

The Petitioners requested that the proposed revisions of the rate schedules 
be made effective on February 15, 1957 with respect to Colorado Interstate’s 
Rate Schedule X-5 and El Paso’s Rate Schedule X-4, and March 6, 1957 with 
respect to Pacific’s tariff revision. 
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The Commission’s order issued September 5, 1956, issuing certificates of 
public convenience and necessity, authorized the following operations: 

(1) Colorado Interstate, pursuant to an agreement dated January 23, 1956," to 
sell on an exchange basis to El Paso at Ignacio, Colorado: 

(a) Between October 1, 1956 and December 31, 1956, a minimum volume of 
6,900,000 Mcf of natural gas and up to 90,000 Mcf per day; 

(b) Between January 1, 1957 and Deeember 31, 1957, a minimum volume of 
21,900,000 Mcf of natural gas and up to 80,000 Mcf per day; 

(2) El Paso, pursuant to the agreement dated January 23, 1956, to sell an 
equivalent volume of natural gas (28,800,000 Mcf) to Colorado Interstate at 
Ignacio, Colorado, between January 1, 1958 and December 31, 1961; and 

(3) In connection with the exchange sales described in (1) and (2), Pacific 
to transport and deliver the volumes of gas to El Paso at Ignacio, Colorado, and 
to Colorado Interstate at Rock Springs, Wyoming. 

By order issued December 14, 1956, the agreement of January 23, 1956 was 
accepted for filing by the Commission to be effective as of December 15, 1956 
as had been requested by Colorado Interstate and El Paso. By order issued 
July 24, 1956 in Docket No. G—8934, Pacific’s tariff, including its PL-1 Rate 
Schedule,? among others, as well as certain service agreements * were accepted, 
to become effective on. August 1, 1956, or on the date of initial delivery there- 
under, whichever was later. The initial delivery of gas under the PL-1 Rate 
Schedule was on December 15, 1956. 

In accordance with an agreement entered into between Colorado Interstate, 
Pacific, and El Paso on January 28, 1957,‘ Petitioners, by the respective peti- 
tions to amend hereinbefore referred to, now seek to have the aforesaid cer- 
tificates of public convenience and necessity issued by the Commission’s order 
of September 5, 1956, amended so as to authorize: 

(1) An increase in the maximum quantities of gas which can be taken by 
El Paso in 1957 from 80,000 Mcf per day to 90,000 Mcf per day; and 

(2) On extension of the term of redelivery of gas by El Paso to Colorado 
Interstate via Pacific from a 4 year period to a 5 year period, i. e., from Jan- 
uary 1, 1958 to December 31, 1962, rather than to December 31, 1961. 

Among other things, the agreement of January 28, 1957 also provides that 
Colorado will prepay Pacific beginning November 15, 1956 under Pacific’s PL-1 
rate ($1.87 per Mcf of demand and 14¢ of commodity) and related service agree- 
ment, and that El Paso will prepay Colorado Interstate for’ 2,250,000 Mcf of gas 
(a volume of gas equal to an average volume of 75,000 Mcf per day for the 
period November 15:to December 15, 1956). at.a price of 15 cents per Mef. 


The Commission finds: 


(1) The effect of the aforesaid prepayment provisions is to advance the 
effective date of the rate schedules and service agreements of Petitioners from 
the first date of actual delivery of gas, i. e. December 15, 1956, to November 15, 
1956, and therefore, those parts of the aforesaid (proposed) revisions which 
consist of First Revised Sheet Nos. 13x, 18y and 13z (Rate Schedule X-5), to 


1The agreement of January 23, 1956 is designated as Colorado Interstate’s Rate 
Schedule X-5, FPC Gas Tariff, Original Volume No. 1, and El Paso’s Rate Schedule X-4, 
FPC Gas Tariff, Third Revised Volume No. 2, respectively. 

2 Filed on July 12, 1956. 

3 Including the May 3, 1956 Service Agreement between Pacific and Colorado Interstate 
for service-under Rate Schedule PL-1, 

«Filed by Pacific on April 22, 1957 and Colorado Interstate on April 17, 1957, together 
with letters of transmittal. 
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Colorado Interstate’s FPC Gas Tariff, Original Volume No. 1, and First Revised 
Sheet Nos. 2, 3, 4, 5 and 6 (Rate Schedule X-4) to El Paso’s FPC Gas Tariff, 
Third Revised Volume No. 2, should be rejected as hereinafter ordered. 

(2) It is in the public interest and necessary and appropriate in carrying 
out the provisions of the Natural Gas Act that the certificates of public con- 
venience and necessity issued on September 5, 1956 by order of the Commission 
In the Matters of Colorado Interstate Gas Company, et al., Docket Nos. G—10029, 
et al., be amended as requested by Petitioners; Provided that, Colorado Inter- 
state and El Paso file appropriate and acceptable amendments to Rate Schedules 
X-5 and X-4, respectively, prior to commencement of deliveries of gas under such 
additional authorization, as hereinafter ordered. 

(3) The effective date of Pacific’s Rate Schedule PL—1 and the Service Agree- 
ment of May 3, 1956 with Colorado Interstate thereunder should be December 
15, 1956 in accordance with the order of the Commission issued on July 24, 
1956 in Docket No. G—8934. 

(4) First Revised Sheet No. 5 to Pacific’s FPC Gas Tariff, Original Volume 
No. 1, was filed on February 4, 1957 with a request for an effective date of 
March 6, 1957 and amends Pacific’s Rate Schedule PL-1 to provide that the 
period for make-up of gas paid for under the minimum bill but not taken, shall 
be 4 calendar years following the year in which the gas was not taken instead 
of 3 calendar years. 

(5) In view of the finding set forth in paragraph (2) hereof and the depend- 
ence of the sheet referred to in paragraph (4) hereof upon the grant of the 
certificate amendments sought herein, the proper effective date of the sheet 
referred to in finding (4) hereof should be the same as that to be assigned 
the tariff revisions provided for in finding (2) hereof. 


The Commission orders: 


(A) The Revised Tariff Sheets referred to in paragraph (1) hereof be and 
the same hereby are rejected. 

(B) The certificates referred to in paragraph (2) hereof be and the same 
hereby are appropriately amended where necessary so as to authorize (1) an 
increase in the maximum quantities of gas which can be taken by El Paso in 
the calendar year 1957 from 80,000 Mcf per day to 90,000 Mcf per day and (2) 
an extension of the term of redelivery of gas by El Paso to Colorado Interstate 
via Pacific from a 4 year period to a 5 year period, i. e., from January 1, 1958 
to December 31, 1962 rather than to December 31, 1961: Provided that, Colorado 
Interstate and El Paso file within 30 days from the date of issuance of this 
order, tariff sheets satisfactory to the Commission which include only the changes 
enumerated herein. 

(C) The effective date of Pacific’s Rate Schedule PL—1 and the service agree- 
ment of May 3, 1956 with Colorado Interstate thereunder shall be December 
15, 1956, both with respect to service and charges thereunder. 

(D) The effective date of First Revised Sheet No. 5 to Pacific’s FPC Gas 
Tariff, Original Volume No. 1, shall be the same as that designated for the 
sheets filed in accordance with paragraph (B) hereof. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, ET AL. 
DOCKET NO. G—11420, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY* 


(Issued May 15, 1957) 


> * * * + 7 a 

Texas Eastern Transmission Corporation (Texas Eastern), a Delaware cor- 
poration, with its principal place of business in Shreveport, Louisiana, filed an 
application in Docket No. G—11420 on November 5, 1956, as supplemented January 
8, 1957, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of approxi- 
mately nine miles of 4144 inch O. D. pipeline extending from a point in the Barb- 
Mag Field, Fort Bend County, Texas, to Texas Eastern’s 16-inch Provident City 
line, together with a main-line tap and appurtenant facilities, subject to the juris- 
diction of the Commission, all as more fully represented in the application on file 
in this proceeding. 

Pursuant to due notice to public hearing was held in Washington, D. C. on 
April 30, 1957, respecting the matters involved in and the issues presented by 
the applications and supplements filed in Docket Nos. G—11276 and G-—11420. No 
protest to the granting of the applications has been received. Staff Counsel 
moved orally at the hearing that the intermediate decision procedure be omitted 
and the Commission render a decision herein pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 

a ~ cd - + * a 

The record shows in Docket No. G—11420 that the facilities to be constructed 
and operated by Texas Eastern are necessary to enable it to take deliveries of 
natural gas from Russell Maguire, Operator, produced in the Barb-Mag Field 
in Fort Bend County, Texas; and that the estimated cost of such facilities is 
approximately $162,900, to be financed from company funds. The gas supply 
which will become available by the operation of the proposed facilities is reason- 
ably adequate to justify the construction of the proposed facilities. 

The Commission finds: 

(1) Texas Eastern is a Delaware corporation with its principal place of 
business in Shreveport, Louisiana. It owns and operates a natural-gas transmis- 
sion system in several states, and is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 10, 1947, in Docket No. G-880 (6 FPC 148). 

* * * * 7 o * 

(3) The facilities of Texas Eastern proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, will be an integral part of the Applicant’s 
existing pipeline system, and will, therefore, be subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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(4) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

- * * + * * ” 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the said Rules. 

(9) The proposed operation of the facilities hereinbefore described by Texas 
Eastern in Docket No. G—11420 is required by the public convenience and neces- 
sity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(10) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (c) (1), (ec) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate referred to in paragraph (9) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and said facilities placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Eastern in Docket No. G—11420 authorizing Texas Eastern to 
construct and operate the facilities hereinbefore described, all as more fully de- 
scribed in the application in this proceeding, for the transportation of natural 
gas in interstate commerce as therein set forth, upon the terms and conditions of 
this order. 

(B) The general terms and conditions set forth in paragraphs (a), (c) (1), 
(c) (8), (ce) (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-11420 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 6 months from the date on which this order issues. 

a ” * * * * « 

(E) The certificates are not transferrable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(F) The grant of the certificate in (D) above shall not be construed as a 
waiver of the requirements of Section 4 of the Natural Gas Act, or of Section 
154 of the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedule for the service herein authorized; and is without prejudice to 
any findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against the 
Producer Applicant. Further, our action in this proceeding shall not foreclose 
nor prejudice any future proceeding or objection relating to the operation of 
any price or related provision in the gas purchase contract herein involved. 

* - * * * * as 


506455—59 47 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. 
DOCKET NO. G—11601, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued May 15, 1957) 





On December 14, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed in Docket No. G-11601 an application for a certificate of public convenience 
and necessity pursuant to Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of a 4-inch tap to be installed at Milepost 738.0 on its 
existing 30-inch main transmission line in Jones County, Mississippi, in order 
to purchase and receive natural gas from Sunnyland Contracting Company, Inc., 
Operator (Sunnyland), et al., produced in the Sharon Field, Jones and Jasper 
Counties, Mississippi. The estimated total initial cost of the proposed tap is 
$2,900, which cost is to be financed from corporate funds. 


” 









* * » * 





- * 

The gas supply which will become available by the operation of Transco’s pro- 
posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 














* 





» 





* a « *~ e 

Transco will transport the gas received from Sunnyland commingled with its 
other gas supplies for sale in other states. 

30th applications are on file with the Commission and open for public inspec- 
tion. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 2, 1957, respecting the matters involved in and the issues presented by the 
applications. No petitions to intervene or protests to the granting of the appli- 
cations have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 


Procedure. 




















The Commission finds: 





(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration, having its principal place of business at Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 28, 1950, In the Matter of Transcontinen- 
tal Gas Pipe Line Corporation, Docket No. G—1277, 9 F. P. C. 32. 

(2) The facilities hereinbefore described, as more fully described in Transco’s 
application herein, are proposed to be used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Commis- 
sion, as integral parts of Transco’s existing pipeline system and the construction 
and operation thereof by Transco are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 


* * * * * a . 


(5) Applicants, ‘Transco and Sunnyland, are able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions of 





*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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the Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(6) The proposed construction and operation of the facilities by Transco and 
the proposed sale of natural gas by Sunnyland, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (3), (ec) (4) and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Transco, and to the 
exercise of the rights granted thereunder and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in ac- 
tual operation should be fixed at 3 months from the date on which this order 
issues. 

(8) A request during the public hearing by Staff Council for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transco to construct and operate the facilities here- 
inbefore described, all as more fully described in its application in this proceed- 
ing and the exhibits appended thereto, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 


the terms and conditions of this order. 
= * * ~ * a - 

(C) The certificate to Transco shall be accepted in writing, and under 
oath, by a responsible official of Transco and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exércise of the 
rights granted thereunder. 

* * * . - - 

(E) The time within which the facilities hereby authorized to Transco shall 
be constructed and. placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 3 months from the date on which this order issues. 

(F) The.certificates issued to Transco and Sunnyland are not transferable 
and shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

+ * * + + 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. 
DOCKET NO. G-11609, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued May 15, 1957) 


On December 17, 1956, Transcontinental Gas Pipe Line Corporation (Transco) 
filed in Docket No. G—11609 an application for a certificate of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and operation of approximately 0.9 of a mile of 4%4-inch O. D. pipe- 
line extending northerly from a point of connection with Transco’s existing 
6-inch South Duson lateral to a proposed meter station together with appurte- 
nances. All of the facilities are to be located in or near the Southeast Rayne 
Field, Lafayette Parish, Louisiana, and are to be used to effectuate delivery 
of natural gas purchased from J. P. Owen, Operator, in said field, all as more 
fully described in the application. 

The estimated total cost of the proposed facilities of Transco is $40,000, which 
said cost is to be financed from company funds. 

* . ~ * * * * 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1957, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Prac- 
tice and Procedure. 


The Commission finds: 


(1) The Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware 
corporation, having its principal place of business at Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 28, 1950, In the Matter of 
Transcontinental Gas Pipe Line Corporation, Docket No. G-1277, (9 FPC 82). 

(2) The facilities proposed to be constructed and operated by Transco, as 
hereinbefore described and as more fully described in its application, are pro- 
posed to be used in the transportation and sale of natural gas in interstate 
commerce for resale, subject to the jurisdiction of the Commission, as integral 
parts of Transco’s existing pipeline system and the construction and operation 
thereof by Transco are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

* we * * + ~~ . 

(5) The proposed construction and operation of the facilities by Transco and 
the proposed sales of natural gas by J. P. Owen to Transco, together with the 
construction and operation by J. P. Owen of any facilities subject to the juris- 
diction of the Commission necessary therefor, are required by public convenience 
and necessity and certificates therefor should be issued to each applicant as 
hereinafter ordered and conditioned. 





*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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(6) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s Regulations (18 CFR 157.20) should attach to the certificate 
issued to Transco, and to the exercise of the rights granted thereunder and that 
the time within which construction of the facilities authorized by this order 
shall be completed and in actual operation should not exceed 6 months from the 
date of issue hereof. 

(8) A request during the public hearing by staff counsel for the omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
the said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued authoriz- 
ing Transcontinental Gas Pipe Line Corporation to construct and operate the 
facilities hereinbefore described, all as more fully described in its application 
and exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

o 7. & s * = 2 

(C) The certificate issued to Transco shall be accepted in writing and under 
oath by responsible official of Transco, within 30 days from the date of issuance 
of this order, and the general terms and conditions set forth in paragraphs (a), 
(b), (c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations 
shall attach to and become part of the certificate granted by paragraph (A) 
hereof, and the exercise of the rights granted thereunder. 

* - * © . e * 

(E) The time within which the facilities hereby authorized to be constructed 
by Transco and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations is hereby fixed at 6 months from 
the date of the issuance hereof. 

(F) The certificates issued to Transco and J. P. Owen, Operator, are not trans- 
ferable and shall be effective only so long as they continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act 
and the applicable rules, regulations and orders of the Commission. 

2 o * «* + © + 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN STATES POWER COMPANY, PROJECT NO. 1982 
ORDER APPROVING REVISED EXHIBITS 
(Issued May 15, 1957) 


An application was filed April 11, 1957, by Northern States Power Company, 
licensee for major Project No. 1982, for Commission approval and inciusion in 
the license of the following revised exhibits to enclose within the project bound- 
ary approximately 0.28 acre of additional lands. 
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Revised Exhibit J: Sheet 2 (FPC No. 1928-10) General Map of Project 
Revised Exhibit K: Sheet 1 (FPC No. 1982-11) Detail Map of Project 
Revised Exhibit K: Sheet 2 (FPC No. 1982-12) Detail Map of Project 

The licensee states that the lands are adjacent to certain lands involved in 
damage claims due to underground water conditions and on which it now has 
flowage easements and releases and that an easement on the additional lands was 
purchased to protect against any future claim for seepage damage. No lands of 
the United States are involved. 

The licensee submitted prints of the above-described exhibits and of a revised 
page of Exhibit F and authorized the Commission staff to make the necessary 
changes on the tracings on file with the Commission and the insertion in Exhibit F 
of certain original typed pages which were also submitted. The changes have 
been made. 


The Commission finds: 


The above-described exhibits, superseding Exhibits J, Sheet 2 (FPC No. 1982- 
10), and K, Sheets 1 and 2 (FPC Nos. 1982-11, and -12), now part of the license 
for the project, conform to the Commission’s rules and regulations and should 
be approved as part of the license for the project, and said superseded exhibits 
should be eliminated from the license. It is unnecessary for Exhibit F to be 
approved as part of the license. 


The Commission orders: 


(A) The above-described exhibits are approved as part of the license for the 
project and the above-specified superseded exhibits are eliminated from the 
license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 


Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN STATES POWER COMPANY, PROJECT NO. 2056 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued May 15, 1957) 


Application was filed March 18, 1957, by Northern States Power ‘Company 
(Northern) for amendment of the license for major Project No. 2056 located 
on the Mississippi River, a navigable waterway of the United States, at 
Minneapolis in Hennepin County, Minnesota. 

The application seeks amendment of the license to: 

(a) Modify the language of Article 21 (ii) with respect to the commence- 
ment of the annual charge for use of the Government Dam by deleting the words 
“upon the failure of” and in lieu thereof inserting the words “when the licensees 
cease to maintain” ; 

(b) Add the following explanatory note to Exhibit L (FPC No. 2056-10) : 
“Main Street Hydro Plant building excluded from Project No. 2056, except for 
water-retaining substructure wall. Right of access and use for project equip- 
ment is included in Project No. 2056” ; and 
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(c) Extend the time specified in Article 29 for filing Supplemental and Revised 
Exhibit F and Exhibit K from July 1, 1957 to November 20, 1957. 

The application states that the modification of the language of Article 21 (ii) 
conforms to an understanding between Northern and the District Engineer of the 
St. Paul District, Corps of Engineers, United States Army ; that the explanatory 
note, which has been added to Exhibt L (FPC No. 2056-10) by the Commission’s 
staff pursuant to authorization contained in the application, will clarify the 
exhibit to indicate that only the water-retaining part of the substructure of the 
Main Street Hydro Plant building is included in the project works; and that 
the extension of the time specified in Article 29 is requested because the task of 
revising the exhibits will be arduous and time consuming. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) In the circumstances, it is not inconsistent with the public interest to 
modify the language of Article 21 (ii) of the license and to extend the time 
specified in Article 29 of the license as hereinafter provided. 

(3) Exhibit L (FPC No. 2056-10), as modified by the addition of the above-de- 
scribed explanatory note, conforms substantially to the Commission’s rules and 
regulations and should be reapproved as part of the license as hereinafter 
provided. 


The Commission orders: 


(A) Exhibit L (FPC No. 2056-10), as modified by the addition of the above-de- 
scribed explanatory note, is reapproved as part of the license for Project No. 2056 
as hereinafter further amended. 

(B) The license for Project No. 2056 is further amended, effective as of the 
date of issuance of this order ; said amendment being: 

Paragraph I. Article 21 (ii) of the license, as amended, is further amended to 
read as follows: 

Article 21. The Licensee shall pay to the United States the following annual 
charges: 

(ii) The annual charge for recompensing the United States for the use of the 
Government Dam shall be thirty-three hundred dollars ($3300), which charge may 
be readjusted in the future pursuant to the provisions of Section 10 (e) of the 
Act. Such charge shall commence when the Licensee ceases to maintain the 
existing Lower Falls Dam, or when the interests of navigation develop so that 
the existing dam will have to be removed. 

Paragraph II. Article 29 of the license is amended to read as follows: 

Article 29. The Licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations Supplemental and Revised Exhibit F, detail 
statement of project lands, and Exhibit K, detail map of project area and project 
boundary for both the Lower and Upper Dam Developments, on or before 
November 20, 1957. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license for Project No. 2056 in any other respect and shall not in 
any way constitute a waiver of any other part, provision, or condition of the 
license as heretofore amended. 

(D) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
313 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this amendment of the license. In acknowledgment 
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of the acceptance of this amendment of the license, this instrument shall be 
signed for the Licensee and returned to the Commission within sixty (60) 
days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


VIRGINIA ELECTRIC AND POWER COMPANY, PROJECT NO. 2009 
ORDER APPROVING EXHIBIT AND AMENDING LICENSE 
(Issued May 15, 1957) 


Virginia Electric and Power Company, licensee for major Project No. 2009, 
filed on November 30, 1956, for Commission approval and inclusion in the license 
for the project by way of amendment, Exhibit K. The filing was made pursuant 
to the Commission’s order issued May 11, 1956, extending the time for filing 
the exhibit to December 1, 1956. 

Exhibit K (FPC Nos. 2009-10 to -16, inclusive) shows the project boundary 
and lands included within the project boundary. Transmission facilities con- 
sisting of the 110 kv transformers at the plant and the two 110 kv transmission 
lines extending 1.6 miles to the Roanoke Rapids Substation, are shown on 
Exhibit K as project works. 

The Licensee also filed Exhibit F which shows the area and ownersbip, 
including right of use of lands included within the project boundary. Approval 
of Exhibit F is not required under the Commission’s rules and regulations. 


The Commission finds: 


(1) The above-described Exhibit K conforms to the Commission’s rules and 
regulations and should be approved as part of the license for the project. 

(2) The transmission facilities shown on Exhibit K consisting of the 110 kv 
transformers at the plant and the two 110 kv transmission lines extending 1.6 
miles to the Roanoke Rapids Substation are primary facilities within the meaning 
of Section 3 (11) of the Federal Power Act, and should be included in the 
license for the project. 

(3) Public notice of the filing of the application has been given as required 
by the Federal Power Act. 


The Commission orders: 


(A) The above-described Exhibit K is approved as part of the license for 
Project No. 2009. 

(B) The license, as amended, is further amended to include the two 110 kv 
transmission lines extending from the plant to Roanoke Rapids Substation 
and the 110 kv transformer station at the plant as project facilities. 

(C) This order shall become final thirty (30) days from the date of its issu- 
ance unless application for rehearing shall be filed as provided in Section 313 
(a) of the Act, and failure to file such application shall constitute acceptance 
of this order. In acknowledgment of the acceptance of this order, it shall be 
signed for the Licensee and returned to the Commission within sixty (60) 
days from the date of issuance of this order. 








)) 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LAKB ELECTRIC CORPORATION, DOCKET NO. E-6135 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO CANADA AND SUPERSEDING 
PREVIOUS AUTHORIZATION 


(Issued May 16, 1957) 


Lake Electric Corporation (Applicant), incorporated under the laws of the 
State of Vermont, with its principal place of business at Franklin, Vermont, on 
February 5, 1957, filed an application, pursuant to Section 202 (e) of the Federal 
Power Act, for authority to transmit an amount of electric energy from the 
United States to Canada in excess of the amount which it is currently authorized 
to export. 

Applicant was authorized by order issued March 2, 1949, in the above-entitled 
matter, to transmit a maximum of 120,000 kwh of electric energy per year at a 
maximum rate of transmission of 40 kw by means of facilities crossing the inter- 
national border between the United States and Canada at or near the towns of 
Franklin and Highgate, Vermont. Applicant presently seeks authorization to 
export 280,000 kwh of electric energy per year at a maximum rate of transmission 
of not to exceed 75 kw. 

The increased amount of electric energy which Applicant seeks to export will 
be transmitted over the aforementioned facilities covered by Presidential permit 
signed by the President of the United States on July 23, 1948. The application 
states that the increased amount of electric energy which Applicant seeks to 
export is needed to meet the electric needs of the general public which Applicant 
serves in Missiquoi County, Quebec, Canada. 

Written notice of the application has been given to the Public Service Commis- 
sion of Vermont, and to the Governor of that State. Notice of the filing of the 
application has also been given by publication in the Federal Register on April 5, 
1957 (22 F.R. 2277), stating that any person desiring to be heard or to make any 
protest with reference to the application, should on or before April 19, 1957, file 
with the Federal Power Commission, Washington 25, D. C., a petition or protest 
in accordance with the Commission’s Rules of Practice and Procedure. No pro- 
test or petition or request to be heard in opposition to the granting of the appli- 
cation has been received. 

The Public Service Commission of Vermont, by letter dated April 3, 1957, ad- 
vised that it had no representations to make in this proceeding. 


The Commission finds: 


(1) The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized, will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of this Commission. 

(2) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada, in accordance with the terms and conditions set 
forth in the application, and subject to the provisions of this order. 
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(B) The electric energy which Applicant is hereby authorized to transmit from 
the United States to Canada shall be in an amount not to exceed 280,000 kwh 
per year at a maximum rate of transmission of not to exceed 75 kw ; such energy 
to be transmitted over the facilities referred to above which are covered by the 
aforementioned Presidential Permit signed by the President of the United States 
on July 23, 1948. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such au- 
thorization extend beyond the date of termination or expiration of the Permit 
referred to in Paragraph (B) above. 

(D) Applicant shall conduct all operations, pursuant to the authorization 
herein granted, in accordance with the provisions of the Federal Power Act and 
pertinent rules and regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all electric energy transmitted from the United States to 
Canada, pursuant to the authority herein granted ; shall make, keep and preserve 
full and complete records with respect to the movement of such energy; and 
shall furnish in triplicate, a report annuaily, on or before February 15, showing 
for each month of the preceding calendar year, the kwh of electric energy trans- 
mitted and the maximum kw of transmission. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but in the event of the involun- 
tary transfer of facilities used for such transmission by operation of law (includ- 
ing such transfers to receivers, trustees or purchasers under foreclosure or ju- 
dicial sale), shall continue in effect temporarily for a reasonable time thereafter, 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission, accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of any lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect. to rates, service, accounts, valua- 
tion, estimates or determinations of cost, or any other matter whatsoever now 
pending or which may come before this Commission. 

(I) The authorization herein granted shall supersede in all respects that 
heretofore granted by the aforementioned Commission order issued March 2, 
1949, in the above-entitled matter. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET No. E-6736 
ORDER AUTHORIZING ISSUANCE OF SECURITIES 


(Issued May 16, 1957) 


Community Public Service Company (Applicant), incorporated under the laws 
of the State of Delaware and qualified to do business as a foreign corporation 
in the States of New Mexico and Texas, with its principal place of business in 
Fort Worth, Texas, filed an application on March 25, 1957, as amended April 29, 





















































FEDERAL POWER COMMISSION 719 


1957, for an order pursuant to Section 204 of the Federal Power Act authorizing 
the issuance of $3,000,000 principal amount of First Mortgage Bonds, Series B, 
due 1987, to be sold at competitive bidding. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage and 
Deed of Trust, dated as of November 1, 1944, to the City National Bank and Trust 
Company of Chicago, Trustee, as heretofore supplemented, and to be further 
supplemented by a proposed Fifth Supplemental Indenture to be dated as of 
June 1, 1957. 

On or about May 17, 1957, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication of notice of public invita- 
tion for bids for the purchase of first mortgage bonds and through distribution of 
a form of bid together with a statement of terms and conditions relating thereto. 
Each bid must be for the purchase of all the Bonds and must specify, among 
other things, (a) the coupon rate of the Bonds, which shall be a multiple of % 
of 1%; (b) the price (expressed as a percentage of the principal amount, exclu- 
sive of accrued interest) to be paid to the Applicant for the Bonds, which price 
shall not be less than 100% or more than 102%% of the principal amount of the 
Bonds; and (c) that accrued interest on the Bonds from June 1, 1957 to the date 
of payment therefor and delivery thereof will be paid to the Applicant by the 
purchaser or purchasers of the Bonds. 

Each bid must be presented by the bidder, or, in the case of a group of bidders, 
by their representative, to the Applicant at No. 90 Broad Street, 19th Floor, 
New York, New York, before 11: 00 a. m. New York time, on May 28, 1957, unless 
otherwise specified by the Applicant. Unless the Applicant shall reject all bids, 
which it reserves the privilege to do, or exclude a bid or bids for reasons specified 
in the statement of terms and conditions, Applicant will accept the bid which 
shall result in the lowest annual cost of money to it. 

Each bid must be accompanied by a certified or official bank check or checks in 
the aggregate of $150,000. 

Applicant states that the proceeds of the proposed Bonds will be used, in part, 
to refund short-term Promissory Notes not exceeding in the aggregate $3,000,000 
heretofore issued by Applicant pursuant to authorization by the Commission in 
order issued June 1, 1956, Docket No. E-6677. The purpose of these notes was 
the reimbursement of the Applicant’s treasury for the construction, completion, 
extension or improvement of its facilities, particularly its distribution facilities. 
Funds remaining after refunding of these short-term obligations will be used to 
reimburse Applicant’s treasury for construction expenditure heretofore made. 

By order dated April 15, 1957, the New Mexico Public Service Commission 
authorized the Applicant to issue and sell $3,000,000, principal amount of First 
Mortgage Bonds, Series BE, due 1987, in the manner as described above. 

Written notice of the application has been given to the Texas Railroad Com- 
mission, the New Mexico Public Service Commission, the Delaware Public Serv- 
ice Commission, and to the Governor of each of those States. Notice of the 
application has also been given by publication in the Federal Register on April 
4, 1957 (22 F. R. 2262) stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before April 19, 1957, with the Federal Power Commission, Washington 
25, D. C. No protest or petition or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued Decem- 
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ber 23, 1952, In the Matter of Community Public Service Company, Docket No. 
B-6466. 

(2) The proposed issuance and sale of $3,000,000 principal amount of Ap- 
plicant’s First Mortgage Bonds will constitute an issuance of securities within 
the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Federal Power Act, and the proposed 
issuance of securities is, therefore, not exempt by virtue of that Section from 
the requirements of Section 204 of the Act. 

(4) The proposed issuance of First Mortgage Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance of First Mortgage Bonds, upon the terms and 
conditions and for the purpose specified in the application, be and the same 
hereby is authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of First Mortgage Bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance wtih competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated by Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the coupon rate and the price to be 
received by Applicant for such Bonds by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within ninety days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(EB) Nothing in this order shall be construed to imply any guarantee or 


obligation on the part of the United States with respect to any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IOWA POWER AND LIGHT COMPANY, DOCKET NO. E-6741 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued May 16, 1957) 


Iowa Power and Light Company (Applicant), a corporation organized 
under the laws of the State of Iowa, with its principal place of business at Des 
Moines, Iowa, filed an application on April 4, 1957, for an order, pursuant to 
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Section 204 of the Federal Power Act, authorizing the issuance of not to exceed 
$10,000,000, aggregate principal amount of unsecured Promissory Notes out- 
standing at any one time. 

The proposed Promissory Notes will be issued to commercial banking institu- 
tions to evidence loans secured therefrom by Applicant, and will bear interest 
at the prime rate of interest in effect (currently 4% per annum) on the dates of 
issue and, if renewal becomes necessary, on the date or dates of renewal. Each 
Note will mature not in excess of 90 days from its date of issuance or renewal, 
and in any event, on or before March 31, 1958. The application indicates that no 
finder’s fee or other fee will be paid in connection with the proposed issuance of 
Notes and that none of the proposed Notes will be resold to the general public. 

Applicant has filed Certificates of Notification, pursuant to Section 204 (e) of 
the Act, covering certain currently outstanding Promissory Notes issued to banks 
in Des Moines, Iowa, in the aggregate principal amount of $2,255,000. Appli- 
eant’s request herein to issue Notes in the maximum principal amount of 
$10,000,000 will include any notes issued in renewal of the aforementioned Notes 
issued under Section 204 (e). 

The proceeds to be obtained from the proposed issuance of Notes will be 
utilized to carry forward Applicant’s present construction program, which is 
estimated to require $16,000,000 for the year 1957. Applicant represents that 
$6,000,000 of the aforementioned amount can be met by earnings from current 
operations, leaving a remainder of $10,000,000, which must be provided through 
the sale of securities. The 1957 construction expenditures include $5,275,000 for 
work on a 90,000 kw addition to the station at Council Bluffs, Iowa, and $1,300,000 
for the completion of the 161 kv Council Bluffs-Des Moines, Iowa, transmission 
line, among other projects necessary in the expansion of Applicant’s utility plant to 
meet the increased demand for its services. 

The application states that the proposed issuance of Notes will provide tem- 
porary financing of the above-mentioned construction program pending the receipt 
of funds raised through permanent financing, at which time the proposed short- 
term borrowings will be repaid. 

Written notice of the application has been given to the Iowa State Commerce 
Commission and to the Governor of that State. Notice has also been given by 
publication in the Federal Register on April 16, 1957 (22 F. R. 2646-7), stating 
that any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before April 26, 1957, with the 
Federal Power Commission, Washington 25, D.C. No protest, petition or request 
to be heard in opposition to the granting of the application has been received. 
The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued July 11, 
1951, In the Matter of Iowa Power and Light Company, Docket No. E-6363. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $10,000,000, all as described above, would constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $10,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204 (e) from the requirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance is, therefore. 
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not exempt by virtue of that section from the requirements of Section 204 of the 
Act. 

(5) The proposed issuance of Promissory Notes will be exempt from the com- 
petitive bidding requirements of Section 34.1 (a) of the Commission’s Regulations 
under the Federal Power Act, by reason of Paragraph 34.la (a) (2) thereof. 

(6) The proposed issuance of securities, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which 
will not impair its ability to perform that service and is reasonably 
appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The issuance of Promissory Notes in the aggregate principal amount of 
$10,000,000 outstanding at any one time, upon the terms and conditions and 
for the purposes set forth in the application, all as described above, be and the 
same hereby is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all notes to be issued pursuant thereto, being not later than March 31, 1958. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ACME NATURAL GAS COMPANY, DOCKET NO. G-1352 
ORDER AMENDING FINDINGS AND ORDER DATED JULY 27, 1950 
(Issued May 16, 1957) 


Acme Natural Gas Company (Applicant) a Pennsylvania corporation, having 
its principal place of business at 205 North Main Stret, Butler, Pennsylvania, 
filed on December 14, 1956 a petition to amend the findings and order of the 
Commission dated July 27, 1950 issuing a certificate of public convenience and 
necessity to construct and operate certain facilities and directing The Manu- 
facturers Light and Heat Company (Manufacturers), to establish physical 
connection of its transportation facilities with the facilities to be constructed 
by Applicant and to sell natural gas to Applicant for delivery to three industrial 
customers in and near Butler, Pennsylvania, viz., Armco Steel Corporation, 
Pullman-Standard Car Manufacturing Co., and Fretz-Moon Tube Co., subject 
to the condition that service after November 1, 1951 be subject to curtailment by 
Manufacturers to the extent necessary to prevent impairment in service to its 
customers then connected to its system and until such curtailment in service is 
modified by further order of the Commission. 

Applicant requests that paragraphs (5) and (7) of the Commission’s find- 
ings be amended to read as follows: 

(5) The gas supply available from Manufacturers is sufficient to serve the 
full requirements of this Applicant without impairment in the ability of 
Manufacturers to render adequate service to its customers. 
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(7) The service hereinafter authorized will not impair the ability of Manu- 
facturers to render adequate service to its customers nor will any undue burden 
be placed upon Manufacturers in the rendition of this service. 

Applicant requests that paragraph (D) of the Commission’s order be amended 
to read as follows: 

(D) The service proposed by Applicant is hereby authorized to be rendered 
by Manufacturers, subject to all of the applicable provisions of Manufacturers’ 
effective gas tariffs now or hereafter filed with this Commission. 

Applicant states that the service authorized to be rendered by Manufacturers 
to Applicant has continued since October 25, 1950 with the only curtailment oc- 
curring during the initial rendering of said service, namely, during the months 
of January, February and March 1951 and with a partial curtailment occurring 
on December 17, 1951, and that there has been no curtailment since December 17, 
1951. 

Applicant further states that Manufacturers is fully able to procure from its 
suppliers sufficient quantities of gas to supply the needs of Acme. 

Manufacturers filed an answer herein on December 26, 1956, stating that it 
does not desire to oppose Applicant’s petition nor the relief prayed for therein. 

Due notice of the filing of the petition to amend and opportunity for hearing 
thereon has been given by publication in the Federal Register on April 19, 1957 
(22 F. R. 2743-2744). No protest or petition to intervene has been filed. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of the 
Natural Gas Act to amend the findings and order of the Commission herein dated 


O77 


July 27, 1950 as requested by Applicant and as hereinafter ordered. 


The Commission orders: 

(A) Paragraphs (5) and (7) of the Commission’s findings in its findings and 
order of July 27, 1950 be and the same are hereby amended to read as follows: 

(5) The gas supply available from Manufacturers is sufficient to serve the full 
requirements of this Applicant without impairment in the ability of Manufac- 
turers to render adequate service to its customers. 

(7) The service hereinafter authorized will not impair the ability of Manu- 
facturers to render adequate service to its customers nor will any undue burden 
be placed upon Manufacturers in the rendition of this service. 

(B) Paragraph (D) of the Commission’s order in its findings and order of 
July 27, 1950 be and the same is hereby amended to read as follows: 

(D) The service proposed by Applicant is hereby authorized to be rendered 
by Manufacturers, subject to all of the applicable provisions of Manufacturers’ 
effective gas tariffs now or hereafter filed with this Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G-—9442 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 16, 1957) 


Colorado-Wyoming Gas Company (Colorado-Wyoming) filed an application on 
June 7, 1956, to amend its certificate of public convenience and necessity at 
Docket No. G—9442 issued on June 4, 1956. 

The certificate authorized Colorado-Wyoming to construct and operate approxi- 


mately 13.4 miles of gas transmission line consisting of 32,000 feet of 34-inch 
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O. D. line, 8,800 feet of 2%-inch O. D. line and 29,200 feet of 2%-inch O. D. line, 
all for the purpose of supplying gas to its existing resale customer, Greeley Gas 
Company, at the city gates of Hudson and Keenesburg, Colorado, for distribution 
and resale in the respective towns. 

Colorado-Wyoming in the instant application seeks to amend its certificate 
proposal by the substitution of larger size lines for those authorized. The pres- 
ently proposed facilities consist of: (1) 31,000 feet of 34-inch O. D. line and 
(2) 37,000 feet of 414-inch O. D. line, in lieu of the facilities previously au- 
thorized. Nochange in service is proposed. 

The larger size lines are required to enable Applicant to receive local Colorado 
natural gas supplies from Colorado Interstate Gas Co. near Keenesburg, Colo- 
rado. Such volumes of gas in excess of requirements of Hudson and Keenes- 
burg will be transported into Applicant’s main interstate system. Colorado 
interstate was granted temporary authority in Docket No. G—11203 on December 
31, 1956, to deliver the local gas to Applicant. 


The Commission finds: 

That it is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that the certificate of public convenience and necessity issued to the 
above Applicant in Docket No. G-9442 be amended as hereinbefore stated. 


The Commission orders: 

(A) That the order of the Commission issued on June 4, 1956, In the Matter of 
Colorado-Wyoming Gas Company, Docket No. G—9442, be and the same hereby is 
appropriately amended as hereinbefore stated, subject to issuance of a final order 
by the Commission in Docket No. G—11203 authorizing Colorado Interstate Gas 
Company to deliver local Colorado gas to Applicant near Keenesburg, Colorado. 

(B) That all other provisions of the order pertaining to this docket remain 
unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-11486 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 
(Issued May 16, 1957) 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Owensboro, Kentucky, filed, on November 
15, 1956, an application as supplemented on December 19, 1956, for permission 
and approval to abandon facilities, pursuant to Section 7 (b) of the Natural 
Gas Act, as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 

Applicant seeks to abandon a portion of its 18-inch and 10-inch pipeline system 
consisting of approximately 40 miles of pipeline together with 12 metering 
stations and appurtenances all located within Shelby County, Tennessee near 
Memphis. 

Applicant states that the facilities in question were originally built in 1928, 
1931 and 1946 and acquired by it from the Memphis Natural Gas Company in 
1948, and are presently utilized exclusively for service to the Memphis Light, Gas 
and Water Division of the City of Memphis, which has agreed to purchase the 
facilities for use as a part of its distribution system. 

Applicant states that since construction of the lines, the area surrounding 
these facilities has become largely residential in character, and the facilities can 
be readily integrated into Memphis’ local distribution system. 
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Applicant states further that a new meter and regulator station will be con- 
structed by it on the southern boundary of Shelby County on the 18-inch system 
originating in Louisiana and connected to the system to be sold. This station 
will be the sole delivery point for the gas to Memphis from the 18-inch system. 
Texas Gas will maintain an emergency connection with Memphis between the 
northern terminus of the facilities to be transferred and the existing 10-inch 
line of Texas Gas at the northern boundary of Shelby County. 

No change in service will result from the proposed abandonment of facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of March 30, 1949, 
in Docket No. G—859. 

(2) The facilities to be abandoned, as heretofore described, are subject to the 
jurisdiction of the Commission, and abandonment of such facilities by Applicant 
is subject to the requirements of Subsection (b) of Section 7 of the Natural 
Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval to abandon facilities by Applicant, as heretofore 
described, all as more fully described in the application herein, be and the same 
is hereby granted. 

(B) Applicant shall report in writing the date when the facilities are aban- 
doned, within 10 days after the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, ET AL. 
DOCKET NO. G—11549, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued May 16 1957) 


Texas Gas Transmission Corporation (Texas Gas), a Delaware Corporation, 
with its principal place of business located at Owensboro, Kentucky, filed on 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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November 29, 1956, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, for the construction 
and operation of certain facilities hereinafter described and as more fully 
described in the application in Docket No. G-11549. 

Texas Gas seeks authorization to construct and operate approximately 9 
miles of 8% inch O. D. pipeline extending southwesterly from The Chicago 
Corporation’s gasoline plant located in the Carthage Field, Panola County, 
Texas, to a point within the leasehold of M. B. Chastain. 

The facilities above described will become an integral part of the pipeline system 
of Texas Gas and will be used to transport natural gas produced and sold by it 
from the reserves dedicated to it as an additional supply to the pipeline system. 
The estimated total cost of the proposed facilities is $295,000 and will be 
financed from company funds on hand. The gas supply which will become avail- 
able by operation of the proposed facilities is reasonably adequate to justify 
the construction of the proposed facilities. 

* * * * * * © 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 6. 1957, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene or protest to the granting of either of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Texas Gas Transmission Corporation, a Delaware corporation, with 
its principal place of business in Owensboro, Kentucky, is a “natural-gas ‘com- 
pany,” Within the meaning of the Natural Gas Act, as heretofore found by the 


Commission in its order of March 30, 1949, in Docket No. G—859. 
* * * > * + ~ 

(3) The facilities proposed to be constructed and operated by Texas Gas, 
as hereinbefore described, will be used for the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as an integral part of its existing pipeline system, and are subject 
to the requirements of Sub-sections (c) and (e) of Section 7 of the Natural 
Gas Act. 

© - * o ™ . © 

(5) The parties to this proceeding are able and willing to properly do the 
respective acts and to perform the service proposed by each and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and regula- 
tions of the Commission thereunder. 

(6) The construction and operation of the facilities proposed by Texas Gas 
in its application are required by the public convenience and necessity, and a 
certificate therefore should be issued as hereinafter ordered and conditioned. 

* . * * * * * 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3) (4) and (e) of Section 
157.20 of the Commission’s Regulations (18 CFR 157.20) should attach to the 
certificate issued to Texas Gas and the exercise of the rights granted there- 
under, and that the time within which construction of the facilities authorized 
shall be completed and in operation should be six months from the date of is- 
suance of this order. 

(9) Staff counsel during the hearing moved orally for the omission of the 
intermediate decision procedure (Section 1.30 (c) of the Rules of Practice and 
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Procedure), which motion was unopposed by any party of record, and not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
the rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued to 
Texas Gas Transmission Corporation to construct and operate the facilities 
hereinbefore described for the transportation and sale of natural-gas, as set 
forth in the application, subject to the jurisdiction of the Commission and upon 
the terms and conditions of this order. 

= *~ * * * ” . 

(C) The certificate issued to Texas Gas shall be accepted in writing and under 
oath by a responsible official of the company, and the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the certificate granted in paragraph (A) hereof and the exercise of the 
rights granted thereunder. 

. * * * * a > 

(E) The time within which the facilities authorized for construction by 
Texas Gas and placed in actual operation, as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations, is hereby fixed at six months 
from the date of issuance of this order. 

(F) The certificates hereby issued are not transferable and shall be effective 
only so long as the acts and operations authorized are continued and performed 
in accordance with the provisions of the Natural Gas Act and the applicable 
rules, regulations and orders of the Commission. 

= « * . 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


DELHI-TAYLOR OIL CORPORATION ; MAYFAIR MINERALS, INC. 
DOCKET NO. G—6504 
ORDER DENYING APPEAL FROM SECRETARY'S REJECTION OF PETITION 
(Issued May 17, 1957) 


On April 30, 1957, Delhi-Taylor Oil Corporation and Mayfair Minerals, 
Inc., (Delhi) filed an appeal from the rejection on March 29, 1957, by the 
Secretary, pursuant to Section 1.30 (e) of the Rules of the Commission, of an 
application for rehearing of order denying application for reopening. 

Delhi is seeking an increase in certain rates under the Natural Gas Act. 
After hearings had been concluded, Delhi filed, on January 11, 1957, a petition 
requesting the Commission to reopen the record, this petition being denied by 
order of March 1, 1957. On March 21, 1957, Delhi filed an application purportedly 
seeking rehearing of this order and the rehearing petition was rejected by the 
Commission’s Secretary on March 29, 1957, as not within the Commission’s rules. 
Delhi, thereupon, on April 30, 1957, filed the instant petition seeking a reversal 
of that action by the Secretary. On May 1, 1957, the presiding examiner filed his 
decision on the merits of the proposed increases. The time for filing exceptions 
has been extended, at Delhi’s request , to June 10, 1957. 

If Delhi, after the Commission has passed upon the merits of the proposed rate 
increases, is of the opinion that additional evidence should be submitted on the 
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merits of the proposed rate increases, Delhi may, of course, file a petition to this 
effect as a part of a petition for rehearing, but this would be so only in the event 
the Commission denies the requested rate increases, a decision which has not yet 
been reached. Under the present circumstances, however, the request for reopen- 
ing the record is not appropriate. The order of March 1, 1957, was not a final 
order in any sense and does not dispose of the merits of Delhi’s applications for 
rate increases. Therefore, the rejection by the Secretary of which Delhi here 
complains was proper under the circumstances. 


The Commission finds: 


No adequate reasons or facts have been alleged in the appeal filed April 30, 
1957, which would warrant reversal of the Secretary’s action of rejection issued 
on March 29, 1957, and the appeal should be denied. 





The Commission orders: 


The appeal filed by Delhi-Taylor Oil Corporation and Mayfair Minerals, Inc., 
on April 30, 1957, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PANAMINT SPRINGS COMPANY, PROJECT NO. 1764 
ORDER APPROVING EXHIBIT 


(Issued May 17, 1957) 





Panamint Springs Company, of Lone Pine, California, Licensee for minor 
Project No. 1764, filed on February 21, 1957 a revised print of Exhibit F (FPC 
No. 1764-1) showing the exclusion from the project works of a secondary collect- 
ing pipe line from a spring which has been sold to the California State Division 
of Highways as a water supply for a maintenance station. The excluded 
facility is not.to be used for power purposes. 

The tracing of Exhibit F has been revised by the Commission’s staff in accord- 
ance with the above-mentioned revised print. 

The present minimum annual charge of $5.00 for the use of Government land 
will not be affected by this order. 


The Commission finds: 


(1) The above-described Exhibit F (FPC No. 764-1), as revised, conforms 
substantially to the Commission’s rules and regulations and should be approved 
as part of the license for the project. - 

(2) Paragraph (b) of the license for the project should be revised to exclude 
the words “a secondary collecting pipe line from a spring”. 





The Commission orders: 


(A) The above-described Exhibit F (FPC No. 1764-1), as revised, is approved 
as part of the license for Project No. 1764. 

(B) Paragraph (b) of the license for Project No. 1764 is revised to exclude 
the words “a secondary collecting pipe line from a spring.” 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITY OF SEWARD, ALASKA, PROJECT NO. 2156 
ORDER ACCEPTING SURRENDER OF PRELIMINARY PERMIT 


(Issued May 17, 1957) 


Application was filed March 19, 1957 by City of Seward, Alaska, (Permittee) 
for surrender of preliminary permit for proposed Project No. 2156 which was to 
have been located on Ptarmigan Creek, a tributary of Kenai Lake in the Third 
Judicial Division, Territory of Alaska, and affecting lands of the United States 
within Chugach National Forest. 

In letter dated December 19, 1956 to the Forest Service (through which the 
application was filed), the Permittee advised that it does not at this time expect 
to proceed with any action on the Ptarmigan Lake Project No. 2156 inasmuch 
as the Crescent Lake Project No. 2171 is more suitable for development. The 
Permittee returned its copy of the preliminary permit. 

The Chief, Forest Service, has reported that the activities of the Permittee 
under the permit did not cause any undue disturbance to National forest lands 
and no restoration is necessary. The Service recommends the request for sur- 
render of the permit be granted. 


The Commission finds: 


Acceptance of surrender of the preliminary permit for proposed Project No. 
2156 is appropriate as hereinafter provided. 


The Commission orders: 


Surrender of the preliminary permit for proposed Project No. 2156 is accepted, 
effective as of May 1, 1957. 


Before Commissioners: Jerome K. Kuydendall, Chairman; Seaborn L. Digby, 
. Frederick Stueck, William R. Connole and Arthur Kline. 


CENTRAL MAINE POWER COMPANY, PROJECT NO. 2194 
ORDER APPROVING REVISED EXHIBITS 


(Issued May 17, 1957) 


; Central Maine Power Company, licensee for Project No. 2194, filed on March 18, 
1957, for Commission approval revised exhibits K and L showing project struc 
p tures arid project lands included in the project boundary as finally constructed. 
The Commission finds: 
(1) The following described revised exhibits conform to the Commission’s 
i rules and regulations and should be approved as part of the license for the 
project: 
e Revised Exhibit K: (FPC Nos. 2194-6 and -7) showing project lands and 
project boundary 
s Revised Exhibit L: (FPC No. 2194-8) showing project structures as con- 
e structed. 


‘ (2) Exhibit K (FPC Nos. 2194-2 and -3) and Exhibit L (FPC No. 2194-4) 
now a part of the license are superseded by the Exhibits described in Finding 1 
and should be eliminated from the license as hereinafter provided. 
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The Commission orders: 


(A) The revised exhibits described in Finding 1 above are approved as part 
of the license for Project No. 2194 and the exhibits described in Finding 2 above 
are eliminated from the license for the project. 


(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 


Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUBLIC UTILITY DISTRICT NO. 1 OF COWLITZ COUNTY, WASHINGTON 
PROJECT NO. 2213 
ORDER AUTHORIZING INCLUSION IN LICENSE OF PORTION OF TRANSMISSION LINE 


(Issued May 17, 1957) 


Application was filed May 23, 1957 by Public Utility District No. 1 of Cowlitz 
County, Washington (District), licensee for major Project No. 2213 (known as 
Swift No. 2 project) to authorize the construction, operation and maintenance by 
District of a 0.9 mile 230-kv transmission line as a part of the project, which is 
located on Lewis River in Cowlitz County, Washington. Article 28 of the license 
for the project, issued November 29, 1956, reserved to the Commission the right 


to determine what transmission facilities, if any, should be included in the license 
as parts of the project. 

The subject line is part of a proposed 3%4-mile transmission line to be con- 
structed between Swift No. 2 project and Swift No. 1 project, the latter being 
under license to Pacific Power & Light Company (Pacific) as Project No. 2111. 
Pacific proposes to construct the 2.6 mile portion of the line. District will de- 
liver to Pacific over the subject line substantially all the output of energy from 
its Swift No. 2 project, such delivery to be made to Pacific until such time as the 
District elects to discontinue the delivery in whole or in part, upon three years 
notice, in order to serve District’s own power needs. The exact location of the 
314-mile line, including District’s portion thereof, has not been definitely estab- 
lished ; but the line, together with another line or lines, will be used to transmit 
power from Project No. 2213 to a point of junction with a distribution system or 
an interconnected primary transmission system. 


The Commission finds: 


The aforementioned 0.9 mile line is a primary transmission line within the 
meaning of Section 3 (11) of the Federal Power Act and is, therefore, a part of 
a project subject to the Commission’s licensing authority under the Act. Con- 
sequently the subject line should be included in the license for Project No. 2213 
as hereinafter provided. 

The Commission orders: 


(A) Public Utility District No. 1 of Cowlitz County, Washington, licensee for 
major Project No. 2213, is authorized under Section 4 (e) of the Federal Power 
Act to construct, operate and maintain as part of Project No. 2213 the 0.9 mile 
portion of the proposed transmission line between Swift No. 2 and Swift No. 1 
Projects, subject to such conditions as the Commission may impose under the 
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provisions of the Act at such time as the plans showing the definite location of 
the line are submitted by the licensee for Commission approval as part of the 
license for Project No. 2213; Provided, that the District shall file detail plans of 
its line for Commission approval within one year from the date of this order. 
(B) This order shall become final thirty (30) days from the date of its issuance 
unless application for rehearing shall be filed by any party to this proceeding 
as provided in Section 313 (a) of the Federal Power Act, and failure to file such 
an application shall constitute acceptance of this order. In acknowledgment 
of the acceptance of this order, it shall be signed for the licensee and returned to 
the Commission within sixty (60) days from the date of issuance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED FUEL GAS COMPANY, DOCKET NO. G-9181 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 20, 1957) 





On August 4, 1955, United Fuel Gas Company (United Fuel), filed an applica- 
tion for a certificate of public convenience and necessity under Section 7 (c) 
of the Natural Gas Act, as amended, authorizing the construction and operation 
of measuring and regulating facilities for the sale of natural gas to serve the 
industrial natural gas requirements of Carlyle Tile Company (Carlyle), in Law- 
rence County, Ohio, all as more fully described in said application which is on 
file with the Commission and open to public inspection. 

Under date of August 23, 1955, the Commission by telegram granted temporary 
authority to United Fuel to construct and operate the facilities as described in 
its application in Docket No. G—9181, upon the showing that Carlyle’s then 
current supplier, Buckeye Gas Service Company, was necessarily discontinuing 
service to Carlyle on August 24, 1955, and that unless United Fuel could supply 
the service requested, Carlyle would be forced to suspend operations. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 9, 1957, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 





(1) Applicant, United Fuel Gas Company, a West Virginia corporation, hav- 
ing its principal place of business at Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in Docket No. G-341 (4 F. P. C. 534). 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are used in the transportation of natural gas in interstate com- 
merce as an integral part of Applicant’s existing pipeline system, and the con- 
struction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 







































732 FEDERAL POWER COMMISSION 


(3) The continued operation of the facilities as proposed by Applicant is 
required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to continue the opera- 
tion proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure (18 C. F. R. 1.30) was unopposed by any party 
of record, and, not having been denied by the Commission, is granted. pursuant 
to Section 1.30 (c) (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same. hereby 
is issued authorizing Applicant to continue the operation of the facilities here- 
inbefore described, all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 

(B) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following, within 30 days of the 
issuance of this order: (1) a statement of the date of completion of the facilities 
authorized by this order, and (2) a statement showing, on the basis of all costs 
incurred to that date, the cost of constructing the authorized facilities. 

(C) The certificate issued to Applicant is not transferable in any manner 
and shall be effective only so long as Applicant continues the operations au- 
thorized by this order and in accordance with the provisions of the Natural 
Gas Act, as well as applicable rules, regulations and orders of the Commission. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CONTINENTAL OIL COMPANY, DOCKET NO. G-11024 
THE ATLANTIC REFINING COMPANY, DOCKET NO. G—11034 
CITIES SERVICE PRODUCTION COMPANY, DOCKET NO. G-—11046 
TIDEWATER OIL COMPANY, DOCKET NO. G—11049 


FINDINGS AND ORDER ISSUING PERMANENT CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY AND MODIFYING PREVIOUS ORDER 


(Issued May 20. 1957) * 


On May 6, 1957, Continental Oil Company, The Atlantic Refining Company, 
Cities Service Production Company, and Tidewater Oil Company (together 
termed CATCO) filed a document entitled “Application for Rehearing” but in 
effect requesting modification of the Commission’s order of April 22, 1957, 17 
F. P. C. 563, issuing temporary certificates of public convenience and necessity 
to CATCO and Tennessee Gas Transmission Company in docket No. G—11107. 


*Modified by order issued June 24, 1957. 





tty 
int 


by 
re- 
ed- 


an 
the 
ties 
sts 


ner 
au- 
iral 


rece 
the 


gby, 


CE 


any, 
‘ther 
at in 
i, 17 
ssity 
1107. 










FEDERAL POWER COMMISSION 733 






Since the order of April 22, 1957, was not a final order and since CATCO’s filing 
did not request a hearing, but rather modification of our order, we shall treat 
the filing as a motion for modification. Answers were filed on May 14, 1957, 
by Public Service Electric and Gas Company, and on May 16, 1957, by the New 
York Public Service Commission, Lake Shore Pipe Line Co., Brooklyn Union Gas 
Company, and Long Island Lighting Company requesting that the Commission 
deny CATCO’s motion, and on May 16, 1957, by Tennessee Gas urging that the 
motion be granted. 

The temporary certificates issued by our order of April 22, 1957, authorized 
CATCO to sell natural gas to Tennessee Gas from CATCO’s leases in the East 
Cameron, West Cameron and Vermilion areas off the coast of Louisiana in the 
Gulf of Mexico, and authorized Tennessee Gas to construct and operate approxi- 
mately 107 miles of pipeline from the offshore platforms of CATCO to a point 
on its main system at Kinder, Louisiana. The Commission remanded the pro- 
ceedings to the presiding examiner to determine at what rate the sale of natural 
gas by CATCO to Tennessee Gas should be made if permanent certificates were 
to be granted. 

By their filing of May 6, 1957, the CATCO companies state that the nature 
and extent of the economic risk which they would have to undergo is such as 
to foreclose their acceptance of temporary certificates. They say further that 
they could not present sufficient evidence at the hearing contemplated by the 
Commission’s order within any reasonable period in the future and could not 
afford to commence construction until at least the initial rate question is resolved. 

The CATCO companies urge that if there is no change in existing law the Com- 
mission will have continuing control, under Sections 4 and 5 of the Natural Gas 
Act, over the rate to be charged and any increases proposed. However, if the 
Harris Bill, H. R. 6790, 85th Congress, or some bill similar to it, becomes law 
they admit that the Commission might possibly lose continuing supervision over 
the future price increases provided in the several contracts between the CATCO 
companies and Tennessee Gas. To permit the Commission to retain such super- 
vision the CATCO companies propose to amend their contracts so that, if the 
Harris Bill is enacted into law, the initial sales price shall be 21.4 cents per Mcf’ 
until November 1, 1962, as at present, but after that the “reasonable market 
price” within the meaning of the bill and as determined by this Commission 
shall prevail; provided, however, that such “reasonable market price” shall be 
“not less than 21.4 cents per Mcf.” Under this proposal, adjustments may be 
initiated by the sellers at four-year intervals under “indefinite pricing clauses”, 
which would replace the “definite pricing clauses” contained in the contracts but 
would be limited by the step increases now provided in the contracts. Tennessee 
Gas states in its answer that it agrees with and fully supports CATCO’s proposal 
and will enter into the proposed amendments to the gas sales contracts of the 
CATCO companies. 

In view of the need for the volumes of gas and the exigencies of the construc- 
tion schedule to which we adverted in our previous order, we are disposed to 
modify our order of April 22, 1957, and to grant a permanent certificate to 
CATCO conditioned upon the amendment of the contracts between them and 
Tennessee Gas to reflect the modifications of CATCO’s proposal in this regard 
as hereinafter stated. However, this proposal does not go far enough, for it 
leaves unaffected the 21.4 cents initial sales price. As we have already stated, 
the record does not contain sufficient evidence on which to base a finding that 


1 Reimbursement for the one-cent Louisiana gathering tax would be in addition to this 
amount. 
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the public convenience and necessity requires the sale of the gas at that particular 
rate level. Furthermore, under the provisions of the so-called Harris Bill, 
if it is enacted into law, the proposed initial price might no longer be subject 
to adjustment by us. At the same time we realize that any proceeding to deter- 
mine the proper rate level would so delay the construction schedule as to cause 
possible forfeiture of the leases. To permit the CATCO companies and Tennessee 
Gas to proceed with their plan to make available the volume of gas contemplated 
to be delivered from the offshore leases and at the same time insure that the 
interests of consumers are protected not only as to the future prices, but as to 
the initial price, we conclude that permanent certificates should issue to CATCO 
upon acceptance by it of the condition described below, without remanding the 
proceedings to the presiding examiner as we had provided. 

The condition to the certificates shall be that each of the CATCO companies 
shall amend its contract with Tennessee Gas so as to provide that the initial 
price shall be 18 cents per Mcf (including one cent per Mcf for the Louisiana 
gathering tax). This price, the record shows, is the highest price presently 
being paid by Tennessee Gas for the purchase of any gas produced in the 
Southwest area. The contracts shall be further amended to provide that the 
CATCO companies shall be entitled to file for an increased rate to be effective 
one day after commencement of deliveries to Tennessee Gas, but such increased 
rate shall not be in excess of 22.4 cents per Mcf (inclusive of the one-cent 
Louisiana gathering tax). The contracts shall also be amended to provide that 
the price so determined and fixed shall be in effect to November 1, 1962, unless 
changed by the Commission as hereinafter provided, and seller may file for in- 
alefinite price increases to be effective on or after November 1, 1962, as provided in 
the herein proposed amendments to the contracts. 

We are not determining that the 18-cent maximum price set herein is the 
proper price under the standards of the Act as presently constituted or as it 
might be amended by the Harris Bill. What we are doing is providing a means 
of protecting the interests of the consuming public while at the same time giving 
the producers and the pipeline company an opportunity to go forward with their 
respective construction programs. Under the present provisions of the Act, we 
have the power to suspend for a period of five months any proposed increased 
rates; however, to give further assurances to the producers that they will not 
be penalized by suspension action, we propose to limit suspension of the initial 
rate increase filing to a period of 24 hours. Thus, the producers are assured of 
receiving the proper price under standards of the Act as presently constituted 
or as they may be constituted at that time. 


The Commission finds: 


(1) It is necessary and appropriate to modify the Commission’s order issued 
April 22, 1957, 17 F. P. C. 563, in the above-entitled proceeding, in the manner 
set forth below. 

(2) The CATCO companies are able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules, and regulations of the Commission there- 
under. 

(3) The sales of natural gas by the CATCO companies to Tennessee Gas, as 
referred to above, together with the construction and operation of any facilities 
subject to the jurisdiction of the Commission necessary therefor, are required by 
the public convenience and necessity, and permanent certificates therefor should 
be issued as hereinafter ordered and conditioned. 
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The Commission orders: 


(A) Permanent certificates of public convenience and necessity are hereby 
issued to the CATCO companies, without further hearing, authorizing the sale 
of natural gas to Tennessee Gas, from CATCO’s leases in the East Cameron, 
West Cameron and Vermilion areas off the coast of Louisiana in the Gulf of 
Mexico, together with the construction and operation of any facilities, subject to 
the jurisdiction of the Commission, used for such sale, as hereinbefore described 
and-as more fully described in the applications in this proceeding, subject to the 
conditions set forth below. 

(B) Each of the CATCO companies, within 20 days after the issuance of this 
order, shall file with the Commission a duly executed amendment to Section 10 
of the contract submitted as an exhibit to its certificate application providing for 
sale of natural gas to Tennessee Gas embodying the following language: 

10. Prices—The prices to be paid by Buyer to Seller for all gas delivered 
to or, if available and not taken by Buyer, to be paid for hereunder, shall 
be as follows: 

From the date of initial delivery, or November 1, 1957, whichever occurs 

17 cents per Mcf; provided that after the 17-cent price referred 
to above has been in effect for one day, Buyer agrees that Seller may file 
with the Federal Power Commission a proposed changed and increased price 
which shall be not more than 21.4 cents per MCF and Seller shall be entitled 
to receive and Buyer shall pay such portion of such increased price as may be 
allowed by the Federal Power Commission under then applicable statutory 
standards. The price so allowed by the Federal Power Commission shall 
continue in effect to November 1, 1962, unless otherwise changed by the 
Federal Power Commission under applicable statutory provisions. Pro- 
vided that if Seller should determine that the price determinable under 
applicable statutory standards for gas at the points of delivery for any of 
the four (4) year periods hereinafter listed should be in excess of the price 
then being paid hereunder, Seller may notify Buyer, not less than eight 
months prior to the commencement of such period, that Seller proposes to 
increase the price to be paid by Buyer hereunder during such period and until 
a subsequent determination by Seller that the price determinable under 
then applicable statutory standards is in excess of the price then being 
paid hereunder, and Seller shall be entitled to receive and Buyer shall pay 
such portion of such proposed increased price as may be allowed by the Fed- 
eral Power Commission under then applicable statutory standards. 

Any price so determined and fixed shall be not less than the price deter- 
mined and fixed by the Commission under applicable statutory standards and 
not more than: 

23.4 Cents per MCF From November 1, 1962 to November 1, 1966. 
25.4 Cents per MCF From November 1, 1966 to November 1, 1970. 
27.4 Cents per MCF From November 1, 1970 to November 1, 1974. 
29.4 Cents per MCF From November 1, 1974 to November 1, 1978. 


and, in the event the term of this contract is extended hereunder beyond 
November 1, 1978, then not more than 


31.4 Cents per MCF From November 1, 1978 to November 1, 1982. 

33.4 Cents per MCF From November 1, 1986 to the expiration of this 

35.4 Cents per MCF From November 1, 1986 to the expiration of this 
contract. 

Except as altered hereinabove, the provisions of Section 10 shall remain 

unaffected and in full force and effect. 
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(C) The certificates issued herein shall be accepted in writing and under 
oath within 30 days from the date of issuance of this order and by such accept- 
ance the CATCO parties shall severally and collectively obligate itself and 
themselves to commence service upon the completion of construction of the 
“offshore facilities” by Tennessee Gas. Such acceptance or acceptances shall 
be accompanied by a resolution of the Board of Directors duly authenticated in- 
dicating the approval of the acceptance of the certificates hereby granted. 

(D) The certificates issued herein are not transferable and shall be effective 
only so long as each CATCO company continues the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

(E) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Part 154 of the 
Commission’s Regulations thereunder requiring the filing of rate schedules for the 
services herein authorized; and is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any pro- 
ceeding now pending or hereafter instituted by or against the CATCO com- 
panies. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceedings or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 

(F) Paragraphs (A), (C), (D), (EF), and (F) of the order issued April 22, 
1957, insofar as they are inconsistent with the provisions of this order, are 
hereby modified. 

Commissioner Kline concurring in part. 

Commissioner Digby dissenting. 


K.LinE, Commissioner, concurring in part: 


I concur solely because I see no other ready solution to the problems pre- 
sented in this proceeding. I feel that under ordinary circumstances the fixing 
of initial prices in a sales contract is a matter between the producer and pur- 
chaser and that the Commission should not attempt to take over this function. I 
agree with the Commission action in this case solely because of the unusual 
situation confronting us. 

I cannot concur with the Commission action in one respect. I would provide 
that the contract be amended as set forth in Paragraph (B) of the Commission 
order only in the event that the Harris Bill becomes law. I would provide 
that in the event the bill does not become law the certificate issue at the initial 
eontract price of 21.4¢ per Mcf. The right of the Commission or interveners to 
invoke Section 5 (a) proceedings is sufficient protection to the consumers 
under existing law. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LAKE SHORE PIPE LINE CO., DOCKET NO. G-11396 
FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 20, 1957) 


Lake Shore Pipe Line Co. (Applicant), an Ohio corporation having its princi- 
pal place of business at 4505 Main Avenue, Ashtabula, Ohio, filed on October 30, 
1956 an application for an order amending the certificate of public convenience 
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and necessity issued in Docket No. G—1236 so as to increase the general service 
allocations to two of Applicant’s customers, i. e The Lake Shore Gas 
Company and City of Painesville, Ohio. The increases requested and the total 
allocations requested are as follows (Mcf at 15.025 psia) : 





Present | Increase | Proposed 

Customer allocation | requested total 
(Mef) (Mef) allocation 

(Mef) 


OO 13, 885 
City of Painesville 2, 300 


FO nctcidinincncnbenpaccesssetdascinantaccsiauaanede 


In Docket No. G-1236 the Commission authorized Applicant to construct a 
pipeline connecting with Tennessee Gas Transmission Company’s transmission 
facilities in western Pennsylvania and extending into northeastern Ohio. This 
order placed no limitation on the sales of Lake Shore Pipe Line Co. to its 
customers. 

In Docket No. G—2331 the Commission on December 28, 1954 issued an order 
authorizing Tennessee to sell additional gas to Applicant and in a supplemental 
order issued on the same date the Commission required Tennessee to sell addi- 
tional firm gas to Applicant upon certain allocations, including 2,885 Mcf per 
day (at 15.025 psia) to Lake Shore Gas Company. This gave Lake Shore Gas 
Company a total contract quantity of 13,885 Mcf per day. 

The original contract quantity of 2,300 Mcf per day to the City of Painesville 
authorized in Docket No. G-1236 has not been increased since the issuance of 
the certificate in that docket. 

In Docket Nos. G—9331 and G—9448 the Commission on March 11, 1957 adopted 
the Examiner's decision of January 25, 1957, 17 F. P. C. 406, issuing a certificate 
of public convenience and necessity to Tennessee Gas Transmission Company 
authorizing the sale of an additional volume of 4,036 Mcf of natural gas at 14.73 
psia to Lake Shore Pipe Line Co. under its general service agreement. 

No additional facilities are requested by Lake Shore to transport the additional 
gas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 8, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the intermedi- 
ate decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 





The Commission finds: 


(1) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
{18 CFR 1.30 (c) (1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 

(2) It is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that the certificate of public convenience and necessity issued by the 
Commission on February 15, 1951 In the Matter of Lake Shore Pipe Line Co., in 
Docket No. G—-1236 be amended as hereinafter ordered. 
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(3) That it is in the public interest and required by the public convenience 
and necessity that the request of Applicant for authorization to sell and deliver 
up to 17,210 Mcf of general service gas to The Lake Shore Gas Company and 
up to 2,760 Mcf of general service gas to the City of Painesville, Ohio, be granted. 


The Commission orders: 

Paragraph (A) of the ordering clause in the findings and order of the Com- 
mission issued on February 15, 1951 In the Matter of Lake Shore Pipe Line Co., in 
Docket No. G-1236 be and the same is hereby amended by adding the following 
paragraph: 

(ix) Lake Shore Pipe Line Co. is hereby authorized to sell and deliver up to 
17,210 Mcf per day of general service gas to The Lake Shore Gas Company and 
up to 2,760 Mcf per day of general service gas to the City of Painesville, Ohio. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 






TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. 






DOCKET NO. G-11585, ET AL. 








FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY* 





(Issued May 20, 1957) 


* 






* * * * * * 








On December 11, 1956, Transcontinental Gas Pipe Line Corporation (Transco), 
filed an application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act, authorizing the construction and opera- 
tion of certain facilities consisting of approximately 28.5 miles of 16-inch O. D. 
lateral pipeline extending from a proposed metering station to be located in the 
Block 45 Field, Cameron Parish, Louisiana, to a point of connection with its 
existing 30-inch main line, Caleasieu Parish, Louisiana. The purpose of the facili- 
ties above described is to enable Transco to obtain and to transport natural gas 
to be produced by Mecom, for resale in interstate commerce, as more fully 
described in the application on file in Docket No. G-11585. 

The estimated total cost of the proposed facilities is $2,436,000, which cost 
Transco proposes to finance by short term bank loans during construction and 
thereafter to issue bonds for 60 percent of the cost together with the sale of other 
securities covering the balance of the bank loan. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Temporary authorizations were issued to Mecom and to Transco in the above 
designated dockets on January 25, 1957, upon the representations made therefor 
by each of the said Applicants. 

On April 29, 1957, Consolidated Edison Company of New York, Inc., filed with 
the Commission a petition for leave to intervene and thereafter on May 2, 
1957, it filed an application to withdraw said petition for leave to intervene, 
which said application was allowed and the petition was withdrawn. 




























*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 7, 1957, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene are pending and no protests to the 
granting of the applications have been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 
- + * - < 7 . 

(3) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
with its principal office at Houston, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commision in 
its order of April 28, 1950, In the Matter of Transcontinental Gas Pipe Line 
Corporation, Docket No. G-1277 (9 FPC 32). 

(4) The facilities hereinbefore described, as more fully described in Transco’s 
application (Docket No. G-11585) are proposed to be used in the transportation 
and sale of natural gas in interstate commerce for resale, subject to the juris- 
diction of the Commission, as integral parts of Transco’s existing pipeline sys- 
tem and the construction and operation thereof by Transco are subject to the 
requirements of subsection (c) and (e) of Section 7 of the Natural Gas Act. 

(5) Transco and Mecom are able and wiling properly to do the acts and 
perform the services proposed by each and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by Transco 
and the proposed sale of natural gas by Mecom, together with the operation of 
any facilities of Mecom subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity and 
certificate therefore should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraph (a), (b), (ec) (3) (4) and (e) of Section 157.20 
of the Commission’s Rules of Practice and Procedure should attach to the 
certificate hereinafter issued to Transco, and to the exercise of the rights granted 
thereunder, and that the time within which construction of the facilities auth- 
orized by this order shall be completed and in actual operation should be fixed 
at one year from the date of issuance of this order. 

(8) Staff counsel during the hearing moved orally for the omission of the 
intermediate decision procedure, which motion was unopposed by any party 
of record, and not having been denied by the Commission, is granted pursuant to 
Section 1.30 (c) (1) of the said rules. 


The Commission orders: 
+ * * © - a * 

(D) The certificate issued to Transco shall be accepted in writing and under 
oath by a responsible official of Transco, and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the certificate 
granted in paragraph (B) hereof and the exercise of the rights granted there- 
under. 

(E) The time within which the facilities hereby authorized for construction 
by Transco and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at one year from the date of issuance of this order. 
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(F) The certificates issued to Transco and to Mecom are not transferable and 
shall be effective only so long as they continue the acts and operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission. 

* * * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 2055 


ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL CHARGES 
(Issued May 20, 1957) 


Application was filed December 26, 1956 by Idaho Power Company, licensee for 
major Project No. 2055, for amendment of its license for the project to include as 
a part thereof additional lands, some of which are private and the balance lands 
of the United States. Asa part of its application, the licensee filed Exhibit F, a 
statement pertaining to project lands, and Exhibits J and K (FPC Nos. 2055-17 
through —22) which supersedes Exhibits J and K (FPC Nos. -2 through -7) now 
part of the license. 

The additional lands to be included in the project are those agreed upon by the 
U. S. Fish and Wildlife Service, the Idaho Fish and Game Department and the 
licensee to satisfy the interests of fish and wildlife and other beneficial public 
uses, including recreation and those lands which are affected by seepage from 
the project reservoir and diversion canal. 

The effect of approval of revised Exhibits J and K (Exhibit F requires no 
Commission approval) would be to increase the area of lands of the United 
States occupied by the project from 2,684.03 acres to 3,019.11 acres, an increase 
of 335.08 acres, with a resultant increase in the annual charges for the occupancy 
of lands of the United States from $5,368.06 to $6,038.22. 

An Assistant Secretary of the Interior has reported that the additional lands 
of the United States to be included in the project would not be adversely affected 
thereby and would contribute to the management of fish and wildlife resources. 
The Commission finds: 


(1) Revised Exhibits J and K (FPC Nos. 2055-17 through -22) conform to the 
Commission’s rules and regulations and should be approved as part of the license 
as amended for Project No. 2055, and superseded Exhibits J and K (FPC Nos. 
2055-2 through —7) should be eliminated therefrom as hereinafter provided. 

(2) The charge specified in paragraph (C) (4) (ii) of the license should be 
adjusted and such adjusted charge is reasonable as hereinafter fixed. 

The Commission orders: 


(A) The revised Exhibits J and K referred to in finding (1) above are approved 
as part of the license for the project and the superseded Exhibits J and K are 
eliminated from the license, 


(B) Paragraph (C) (4) (ii) of the license is amended, effective as of January 
1, 1957, to read as follows: 
(C) (4) (ii) For the purpose of recompensing the United States for the use, 


occupancy, and enjoyment of its lands, exclusive of those used for transmission 
line right-of-way, $6,038.22. 
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(C) This order shall become final thirty (30) days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. In acknowledgment of the acceptance of this order, it 
shall be signed for the licensee and returned to the Commission within sixty (60) 
days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6739 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued May 21, 1957) 


By order issued May 14, 1957, 17 F. P. C. 666, in the above-entitled matter, the 
Commission authorized Interstate Power Company (Applicant) to issue and sell 
through negotiated sale 680,000 shares of Common Stock, par value $3.50 per 
share subject to the provisions among others as set forth in paragraph (C) of that 
order as follows: 

(C) The proposed issuance and sale.of Common Stock shall not be con- 
summated until Applicant shall have amended its application so as to show 
the specific price per share for the proposed issuance of Common Stock to 
be received by the Applicant; and the Commission by further order shall 
have approved the price per share to be received by Applicant for the pro- 
posed Common Stock. 

Applicant, on May 21, 1957, filed an amendment pursuant to the requirements of 
the aforementioned Commission order setting forth that it proposes to accept the 
price of $13.33 per share for the proposed issuance of Common Stock. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(C) of the aforementioned Commission order issued May 14 1957, and the price 
to be received by the Applicant for the proposed issuance of Common Stock is 
reasonable. 

(2) The proposed issuance and sale of Common Stock as hereinafter authorized 
and approved, will be for a lawful object within the corporate purposes of Appli- 
cant and compatible with the public interest which is appropriate for and con- 
sistent with the proper performance by Applicant of service as a public utility, 
and which will not impair its ability to perform that service and is reasonably 
appropriate for such purposes. 


The Commission orders: 

(A) The price to be received by Applicant for the proposed issuance of Com- 
mon Stock referred to above, is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of paragraphs (A), (B), (E), (F) and 
(G) of the aforementioned Commission order issued May 14, 1957. 


506455—59——49 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G—10973 
FINDINGS 





AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 21, 1957) 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation 
with principal place of business near Knoxville, Tennessee, filed on August 27, 
1956 an application for a certificate of public convenience and necessity, pursuant 
to Section 7 (c) of the Natural Gas Act, authorizing Applicant to render service 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the application. 

Applicant proposes to construct and operate, as an integral part of its existing 
natural gas system, a line tap and metering appurtenances on its existing 
22-inch Greenbrier-Oak Ridge line near the intersection of said line with State 
Highway No. 53 in Jackson County, Tennessee. Applicant proposes to sell and 
deliver 575 Mcf of natural gas per day to the Town of Gainesboro, Tennessee, 
(Gainesboro), a Tennessee municipal corporation, for resale and distribution in 
Gainesboro and environs as well as for its own use. Such gas will be sold on 
a firm basis pursuant to a requirements contract dated March 8, 1956 under 
Applicant’s G-1 Rate Schedule, FPC Gas Tariff, Third Revised Volume No. 1. 

The estimated cost of construction of the proposed facilities is $11,648 which 
will be financed by Applicant out of current funds on hand. 

The estimated annual and maximum daily gas requirements of the proposed 
project in Mcf for the first 3 years of operation are: 


Year Peak day Annual 
Sa ca ech saat the ea tn ap ct in a lib uian 426.8 34, 223 
iG Sis alee eke enti ciani Scepter ocsh eeelnlia iliac tliat 488. 0 88, 945 
3 


sn thi mina Ll a can lg 574. 0 43, 044 


Gainesboro will construct and operate from the aforesaid tap approximately 
5.9 miles of 3% inch lateral transmission line together with appurtenant facili- 
ties and a distribution system in Gainesboro for the purpose of serving Gaines- 
boro and environs with natural gas. The estimated total cost of these facili- 
ties is $155,000 which will be financed by Gainesboro through the sale of bonds. 

Applicant purchases its entire supply of natural gas from Tennessee Gas 
Transmission Company pursuant to Commission authorizations. Applicant has 
sufficient gas supply and capacity to enable it to meet the third year require- 
ments of Gainesboro without adverse effect on its other customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 9, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and 
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therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, which are proposed to be constructed and operated by Applicant as an 
integral part of its existing natural gas pipeline system will be used in or for 
the transportation of natural gas in interstate commerce subject to the juris- 
diction of the Commission, and therefore, said facilities are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed sale of natural gas by Applicant to Gainesboro heretofore 
described, as more fully described in the application will be made in interstate 
commerce for resale subject to the jurisdiction of the Commission, and there- 
fore, said sale is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The construction and operation by Applicant of the facilities referred to 
in paragraph (2) hereof and the sale of natural gas by Applicant referred to in 
paragraph (3) hereof are or will be required by the present or future public con- 
venience and necessity, and therefore, Applicant’s request for a certificate of 
public convenience and necessity should be granted and Applicant authorized to 
perform the aforesaid acts, operations, and service as hereinafter ordered and 
conditioned. 

(6) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned authorizing the construction 
and operation of the facilities referred to in Findings (2) and (5) hereof and the 
sale of natural gas referred to in Findings (3) and (5) hereof. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by Appli- 
cant within 30 days from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsections (b); (ce), (3), 
(4); and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act. 

(D) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by Applicant and the operation, service 
and sale also authorized by said paragraph shall be actually undertaken and 
regularly performed by Applicant within one year from the date of issuance of 
this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL. 
DOCKET NO. G-11448, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued May 21, 1957) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpora- 
tion, with its principal place of business in Houston, Texas, filed an application 
on November 8, 1956, pursuant to Section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of a 4-inch tap on its existing 20-inch Egan-Jennings-Union Oil purchase lateral, 
Acadia Parish, Louisiana, for the purpose of receiving natural gas from the 
Grand Coulee Field, Acadia Parish, Louisiana, subject to the jurisdiction of 
the Commission. 


* * * * * * * 


Temporary authority to render the service proposed was granted on December 
21, 1956, to Transco, and Producer Applicants. 

Pursuant to due notice a public hearing was held in Washington, D. C., on May 
8, 1957, respecting the matters involved in and the issues presented by the 
applications filed in Docket Nos. G—11448 and G-11449. No protest to the grant- 
ing of the applications has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 

4 1 ee * me + * 


The record shows in Docket No. G—11448 that the facilities to be constructed 
and operated by Transco are necessary to enable it to take deliveries of natural 
gas from Producer Applicants, produced in the Grand Coulee Field, Acadia Parish, 
Louisiana, and that the estimated cost of such facilities is approximately $2600.00, 
to be financed from company funds. The gas supply which will become avail- 
able by the operation of the proposed facilities is reasonably adequate to justify 
the construction of the proposed facilities. 


The Commission finds: 


(1) Transcontinental Gas Pipe Line Corporation (Transco), a Delaware 
corporation, having its principal place of business at Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of April 28, 1950, In the Matter of 
Transcontinental Gas Pipe Line Corporation, Docket No. G-1277 (9 F. P. C. 32). 

~ . ad + * + . 

(3) The facilities of Transco proposed to be constructed and operated for 
the transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, will be an integral part of Transco’s existing 
pipeline system, and will, therefore, be subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

.4) Transco is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 


* * 7 * * * * 


*Omitted portions of this order relate to the issuance of independent producer cert!ficates. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the said Rules. 

(9) The proposed operation of the facilities hereinbefore described by Transco 
in Docket No. G—11448 is required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(10) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the issuance of 
the certificate referred to in paragraph (9) above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and said facilities placed 
in actual operation should be fixed at six months from the date on which this 
order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Transco in Docket No. G—11448 authorizing Transco to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation of natural gas in interstate 
commerce as therein set forth, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ce) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-—11448 shall be constructed and placed in actual operations as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at six months from the date on which this order issues. 

. *~ * * * ” x 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION 
DOCKET NO. G-11728 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 21, 1957) 


Pacific Northwest Pipeline Corporation (Applicant), a Delaware corporation 
with its principal place of business in Salt Lake City, Utah, filed an application 
on January 11, 1957, as amended January 25, 1957, for a certificate of public 
convenience and necessity, pursuant to Section 7 (c) of the Natural Gas Act 
for authority to construct and operate certain facilities and to sell and deliver 
natural gas as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 

Applicant proposes to construct and operate a main line tap and a measuring 
and regulating station to be located approximately %4 of a mile south of its 
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Green River crossing and south of its existing city gate metering station at 
Vernal, Utah. Through the proposed facilities, Applicant estimates that it will 
deliver up to 300 Mcf per day of interruptible natural gas to Utah Gas Service 
Company for resale to the Uinta Oil Refining Company plant near Vernal. 

Applicant estimates the natural gas requirements of the Uinta Refinery as 
follows: 


Year of service Annual Peak 
Maisie thant tates cain cgi eisai a ecanestiancaaeiiannineisiasdnets th 98, 550 300 
ik ia i ay dln ne alta ne aaaaemaaa iaablaete 98, 550 300 
epics tinted ih iiichianh ceases as aii iat callie staid 98, 550 300 


Applicant estimates the total capital cost of its proposed facilities at $14,480, 
which will be financed out of currently available funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on May 
7, 1957, respecting the matters involved in and the issues presented by the appli- 
cation. No petition to intervene or protest to the granting of the application has 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Pacific Northwest Pipeline Corporation (Applicant), a Delaware corpora- 
tion having its principal place of business at Salt Lake City, Utah, is a “natural- 
gas company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
system and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the sale 
of natural gas hereinbefore described are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. ; 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (e) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation should 
be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate procedure under Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same. here- 
by is issued authorizing Applicant.to. construct and.operate the facilities here- 
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inbefore described, all as more fully described in the application in this pro- 
ceeding, for the transportation and sale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (b), (c) (3), 
(4) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 6 months from the date 
on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


INTERSTATE POWER COMPANY, DOCKET NO. E-6739 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 22, 1957) 


By order issued May 14, 1957, 17 F. P. C. 666, in the above-entitled matter, the 
Commission authorized Interstate Power Company (Applicant) to issue and 
sell through competitive bidding, $20,000,000, principal amount, of First Mortgage 
Bonds, subject to the provisions among others as set forth in paragraph (D) of 
that order as follows: 

(D) The proposed issuance and sale of First Mortgage Bonds at competitive 
bidding shall not be consummated until 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of those Regulations relating to affiliation and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone or telegram as contemplated by Section 34.9 of those 
Regulations. 

(ii) The Commission shall have approved the price to be received by Applicant 
for the First Mortgage Bonds and the interest rate thereof by a further order. 

Applicant on May 22, 1957, filed an amendment, pursuant to the requirements of 
the aforementioned Commission order setting forth, among other things, that 
it proposes to accept as providing the lowest cost of money to it the joint bid of 
Blyth & Co., Inc. and Saloman Bros. & Hutzler, to purchase the proposed issuance 
of First Mortgage Bonds for the price of 99.15% of principal amount with an 
interest rate of 5%. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(D) of the Commission’s order issued May 14, 1957, in the above docket, and 
under the bid it proposes to accept for the purchase of the proposed issuance 
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of First Mortgage Bonds the price to be received by the Applicant for the 
Bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of First Mortgage Bonds, as hereinafter 
authorized and approved, will be for a lawful object within the corporate purposes 
of Applicant and compatible with the public interest which is appropriate for 
and consistent with the proper performance by Applicant of service as a public 
utility, and which will not impair its ability to perform that service and is 
reasonably appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed First Mortgage 
Bonds and the interest rate thereof under the bid referred to above are approved 
as reasonable. 

(B) The proposed issuance and sale of First Mortgage Bonds referred to 
above, upon the terms and conditions and for the purposes specified in the appli- 
cation, as supplemented by the amendment referred to above, be and the same 
hereby are authorized, subject only to the provisions of paragraphs (A), (B), 
(F) and (G) of the Commission’s order issued May 14, 1957, in the above 
docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE 1% SEVERANCE TAX OF THE STATE OF KANSAS 
[HOUSE BILL NO. 383] 


ORDER NO. 197* 


ORDER MODIFYING RULES AND REGULATIONS WITH RESPECT TO SUPPLEMENTS 
REFLECTING THE 1% SEVERANCE TAX OF THE STATE OF KANSAS 


(Issued May 23, 1957) 


Pursuant to House Bill No. 383 enacted by the Legislature of the State of 
Kansas in its 1957 regular session, a severance tax of 1% effective July 1, 1957, 
will be levied upon every person engaged in the business of producing or severing 
oil or gas within the State of Kansas. 

The incidence of such tax may result in increases in the rates paid by the 
purchasers under all rate schedules for sales of natural gas produced in Kansas 
which contain provisions whereby the buyer is to reimburse the seller for any 
portion of such tax. The Natural Gas Act and Section 154.94 of the Commission’s 
Regulations make it mandatory that such increases in rates be timely and prop- 
erly filed with the Commission. 

To simplify the required change, the Commission deems it proper and in the 
public interest to waive the 30-day notice requirement under Section 4 (d) of the 
Act and Section 154.98 of the Commission’s Regulations and to eliminate, to the 
extent feasible, the data and information to be submitted in support of the change. 

Accordingly, a producer, in submitting a supplement to any of its rate schedules 
on file with the Commission to reflect the incidence of the above-described 1% 
tax as of July 1, 1957, may, notwithstanding other provisions of the Commission’s 
Regulations, make such filings as hereinafter provided. Early filing will be of 
assistance in orderly processing. 


*22 F. R. 3754. 
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The Commission finds: 


It is appropriate and in the public interest in the administration of the Natural 
Gas Act (a) to waive the 30-day notice requirement provided in Section 4 (d) 
of the Natural Gas Act and Section 154.98 of the Commission’s Regulations there- 
under (Order No. 174-B), with respect to the filing of any appropriate supplement 
reflecting the incidence of the 1% State of Kansas severance tax as of July 1, 
1957, provided such filing is made on or before July 1, 1957, and (b) with respect 
to the filing of any appropriate supplement reflecting the incidence of the 1% 
State of Kansas severance tax, to submit 3 copies of the data in the form set forth 
below, in lieu of the data required by Section 154.94 of the Commission’s Regula- 
tions (Order No. 174-B) : 

1. This filing is submitted pursuant to Commission Order No. ~..... to 
reflect _.._.% reimbursement of the Kansas gas severance tax of 1% 
effective July 1, 1957 levied on producers by act of the Kansas Legislature 
in House Bill No. 383. 

2. Such reimbursement is provided by Section 

between 
file with the Commission and designated 
Gas Rate Schedule No. —~-----. 

3. A copy of this filing was served on the buyer as required by the Commis- 
sion’s Regulations on 

4. Comparison of rates prior to and subsequent to such change in rate (Cents 
per MCF): 


Base Taz Total 
price reimbursement price 
Date per Mcf per Mcf per Mcf 


June 30, 1957 
July 1, 1957 


Sales for 12 months ending March 31, 1957 --------_- Mcf. 


The Commission orders: 


Rate Schedules reflecting the incidence of the 1% severance tax of the State 
of Kansas as of July 1, 1957, if filed on or before July 1, 1957, may be filed on 
less than the 30 days’ notice required by Section 4 (d) of the Natural Gas Act 
and in accordance with the findings of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2000 
ORDER APPROVING EXHIBITS 
(Issued May 24, 1957) 


The Power Authority of the State of New York (Licensee) filed on May 20, 
1955 and August 19, 1955, as supplemented on December 23, 1955, and November 
14, 1956, Exhibit L drawings for Richards Landing Dike and Massena Intake pur- 
suant to Article 21 of the license for Project No. 2000. 

Richards Landing Dike lies to the west of the Massena Power Canal and Dodge 
Creek, extending from high ground in a westerly direction about 8,650 feet. 
Massena Intake will be a control structure near the upstream end of the Massena 
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Power Canal, and approval herein of the Intake facilities is subject to the proviso 
of Article 22 of the license. 


The aforesaid exhibits are designated and described as follows: 


Richards Landing Dike 


Exhibit L, Sheet 1 (FPC No. 2000-30) entitled “Richard’s Landing Dike, 
Detail Location Plan,” 
Sheet 2 (FPC No. 2000-31) entitled “Richard’s Landing Dike, Profile & 
Sections, Stage I Construction.” 


Massena Intake 


Exhibit L, Sheet 1 (FPC No. 2000-46) entitled ‘Massena Intake, Site Plan,” 
Sheet 2A (FPC No. 2000-47) entitled “Massena Intake, General Plan & 
Sections,” 
Sheet 3A (FPC No. 2000-48) entitled “Massena Intake, Potable Water 
Intake Lines,” 
Sheet 4A (FPC No. 2000-49) entitled “Massena Intake, Pump House 
Block-Plans,” 
Sheet 54 (FPC No. 2000-50) entitled “Massena Intake, Pump House 
Block-Sections,” 
Exhibit L, Sheet 6 (FPC No. 2000-51) entitled “Massena Intake, Gate 
Hoists,” 
Sheet 7 (FPC No. 2000-52) entitled “Massena Intake, Richard’s Landing 
Dike-2nd Stage,” 
Sheet 8 (FPC No. 2000-81) entitled “Massena Intake, Water Supply 
Lines.” 

Plans and specifications substantially in accord with the aforesaid Exhibit L 
drawings have been approved by the St. Lawrence River Joint Board of Engi- 
neers. The Secretary of the Army and the Chief of Engineers have approved 
the plans in accordance with section 4 (e) of the Federal Power Act. 


The Commission finds: 


The exhibits described above conform to the Commission’s rules and regulations 


and should be approved as part of the license as amended for the project, as 
hereinafter provided. 


The Commission orders: 


(A) The exhibits described above are approved as part of the license for 
Project No. 2000, subject to the proviso of Article 22 of the license. 

(B) This order shall become final thirty days from the date of its issuance 
unless application for rehearing shall be filed as provided in section 313 (a) of 


the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6715 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING ISSUANCE 
OF PROMISSORY NOTES 


(Issued May 27, 1957) 


By order issued December 19, 1956, in the above-entitled matter the Com- 
mission, pursuant to Section 204 of the Federal Power Act, authorized Gulf States 





FEDERAL POWER COMMISSION 751 


Utilities Company (Applicant) to issue an aggregate of $16,000,000, principal 
amount, of short-term Promissory Notes outstanding at any one time. 

On May 3, 1957, Applicant filed a supplemental application for authorization, 
pursuant to Section 204 of the Federal Power Act, to issue an additional $2,000,000 
principal amount of unsecured Promissory Notes. The additional Notes to be 
issued will evidence bank loan obligations of Applicant to the Irving Trust 
Company, New York, New York, and The Chase Manhattan Bank, New York, 
New York. The Notes previously authorized were to be issued to the same banks. 
Under separate agreements between Applicant and each bank, dated October 15, 
1956, revolving credits of $8,000,000, each were made available to Applicant on or 
before December 1, 1957. 

By supplementary agreements dated April 29, 1957, between Applicant and the 
aforementioned banks, the aggregate credit made available to Applicant by each 
bank is $9,000,000 at any time, up to and including December 1, 1957. Each of the 
supplementary agreements provides for the continuance of the remaining terms 
and conditions of the prior credit agreements dated October 15, 1956, except that 
the commitment fee of 4 of 1% per annum provided for therein shall be effective 
as of April 29, 1957, with respect to the $1,000,000 increase in each credit under 
the supplementary agreements. The prior agreements provide, among other 
things, for the maturity of every Note to be issued pursuant thereto being not 
later than eleven months from the date of issue, but in no event later than 
December 1, 1957. Each Note will bear interest at the prime rate in effect at the 
time of borrowing. 

The requested $2,000,000 increase is occasioned by an acceleration of Applicant’s 
1957 construction program and its cash requirements through June, 1957. 

Applicant expects to discharge the $18,000,000 principal amount of Promissory 
Notes with proceeds to be obtained from permanent financing on or before 
December 1, 1957. By application filed April 29, 1957, Docket No. E-6747, 
Applicant seeks authorization to issue and sell 200,000 shares of Common Stock, 
no par value, through competitive bidding. 

Applicant does not propose any other change in the authorization as hereto- 
fore granted in this matter by Commission order issued December 19, 1956. 

Written notice of the supplemental application has been given to the Public 
Service Commission of Louisiana, and to the Governor of that State. Notice 
has also been given by publication in the Federal Register on May 14, 1957 
(22 FR 3397), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest with the 
Federal Power Commission, Washington 25, D. C. on or before May 24, 1957. 
No protest, petition or request to be heard in opposition to the granting of the 
supplemental application has been received. 


The Commission finds: 
(1) Good cause has been shown and it is necessary and appropriate for the 
purposes of the Federal Power Act that Paragraph (A) of the Commission’s order 


issued December 19, 1956, in the above-entitled matter be modified as hereinafter 
provided. 


(2) The period of public notice given in this matter is reasonable. 
The Commission orders: 

(A) Paragraph (A) of the Commission’s order issued December 19, 1956, 
in the above-entitled matter, be and it hereby is amended to read as follows: 


(A) The issuance of Promissory Notes in the aggregate principal amount 
of $18,000,000 outstanding at any one time, upon the terms and conditions, and 
for the purposes set forth in the application as filed November 29, 1956, and 
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the supplemental application filed May 3, 1957, all as described above, be and 
the same hereby is authorized subject to the provisions of this order. 


(B) All other terms and conditions as set forth in Paragraphs (B), (C), and 
(D) of the aforesaid Commission order issued December 19, 1956, shall remain in 
full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-G747 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued May 27, 1957) 


Gulf States Utilities Company (Applicant), incorporated under the laws of the 
State of Texas, and doing business as a qualified foreign corporation in the State 
of Louisiana, with its principal place of business in Beaumont, Texas, filed an 
application on April 29, 1957, as amended May 17, 1957, for authorization, pur- 
suant to Section 204 of the Federal Power Act, to issue 200,000 shares of no par 
value Common Stock. 

Applicant proposes on or about June 7, 1957, to invite bids for the purchase 
of the proposed issuance of Common Stock by newspaper publication and through 
distribution of a form of bid therefor, together with a statement of terms and 
conditions relating thereto. 

All bids, whether from a single bidder or a group of bidders, must be in writing 
and for the purchase of all of the shares of the proposed issuance of Common 
Stock. In addition, each bid must specify the price per share therefor to be 
received by the Applicant and must be accompanied by a certified or bank 
cashier's check or checks in the aggregate amount of $350,000. 

All bids for the proposed Common Stock must be submitted to Applicant, c/o 
The Chase Manhattan Bank, 40 Wall Street, New York 15, New York, at or 
before 11:00 a. m., New York time, on June 18, 1957, unless postponed. Unless 
Applicant shall reject all Common Stock bids, (which it reserves the privilege 
to do), or shall exclude a bid or bids for reasons specified in the statement of 
terms and conditions, it will accept the bid which provides to it the highest price 
per share therefor. 

The proceeds to be obtained from the proposed issuance of Common Stock, 
estimated in the amount of $7,000,000, will be used by Applicant to carry forward 
its current construction program including the discharge of short term Promissory 
Notes issued or to be issued for construction purposes.* That program, which 
is estimated at $170,000,000 for the four years 1957-1960, is expected to require 
approximately $47,000,000 during the current year. Among the major items of 
the program are the installation of a 111,000 kw generating unit in its Neches 
Station for service in April, 1958; the construction of the new Roy S. Nelson 
Station and the initial installation of two 111,000 kw generating units in that 
station for service in June, 1958, and June, 1959, and the construction of new 138 
kv transmission lines in Texas and Louisiana. 









*By Commission orders issued December 19, 1956, and May 27, 1957, In the Matter of 
Gulf States Utilities Company, Docket No. B-6715, Applicant was authorized to issue an 
aggregate of $18,000,000, principal amount of Promiggory Notes outstanding at any one 
time, on or before December 1, 1957. 
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Written notice of the application has been given to the Public Service Com- 
mission of Louisiana, the Railroad Commission of Texas, and the Governor of 
each of those States. Notice of the application has also been given by publica- 
tion in the Federal Register on May 9, 1957 (22 FR 3267), stating that any person 
desiring to be heard or to make any protest with reference to the application, 
should file a petition or protest with the Federal Power Commission, Washington 
25, D. C., on or before May 24, 1957. No protest or petition or request to be 
heard in opposition to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued October 9, 
1947, In the Matter of Gulf States Utilities Co., Docket No. IT-6081. 

(2) The proposed issuance of Common Stock will constitute an issuance of 
securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of Common 
Stock is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Federal Power Act. 

(4) The proposed issuance and sale of Common Stock, as hereinafter author-~ 
ized, will be for a lawful object within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock, referred to above, upon 
the terms and conditions, and for the purposes specified in the application, be 
and the same hereby are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of § 34.2 (k) (3) of the Commission’s Regulations under the Federal Power Act 
relating to compliance with the competitive bidding requirements and § 34.2 (k) 
(4) of the Regulations relating to affiliation, and shall have either filed such 
amendments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by § 34.9 of those Regulations. 

(ii) The Commission, by further order, shall have approved the price per share 
to be received by the Applicant for the proposed issuance of Common Stock. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valnation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY 
DOCKET NO. G-11167 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORIZING ABANDON MENT OF FACILITIES 


(Issued May 27, 1957) 


Applicant herein has filed on April 15, 1957 a letter dated April 11, 1957, 
which will be treated as a motion requesting the Commission to amend the first 
sentence of ordering paragraph (F) of its order issued March 22, 1957, 17 
Ik. P. C. 444, in Docket No. G—11167 to read as follows: 

“Semi-annual reports shall be submitted, coinciding with the termination of 
input and withdrawal cycles, showing the total volumes of natural gas injected 
and withdrawn from the Majorsville Storage Field, the shut-in pressure of each 
well corresponding to the volume of gas in the storage; together with a state- 
ment of the maximum daily injection and withdrawal rates experienced for the 
field.” 

As grounds for said amendment Applicant states that it does not have in- 
dividual well measurement in Majorsville Storage Field nor does it have pressure 
gauges on each well of a type which would record the working pressure of each 
well during the injection or withdrawal of gas. It would be very expensive for 
Manufacturers to install and operate the measuring and pressure recording 
equipment to serve the sole purpose of complying with this part of the Commis- 
sion’s order. 


The Commission finds: 

That it is necessary and appropriate to carry out the provisions of the Natural 
Gas Act that ordering paragraph (F) of its order in the above numbered Docket 
issued on March 22, 1957 be amended as hereinafter ordered. 

The Commission orders: 


That the first sentence of ordering paragraph (F) of the Commission’s order 
issued March 22, 1957 in Docket No. G—11167 be and the same is hereby amended 
to read as follows: 

Semi-annual reports shall be submitted, coinciding with the termina- 
tion of input and withdrawal cycles, showing the total volumes of natural 
gas injected and withdrawn from the Majorsville Storage Field, the shut-in 
pressure of each well corresponding to the volume of gas in the storage; 
together with a statement of the maximum daily injection and withdrawal 
rates experienced for the field. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


THE HUMPHREYS COUNTY UTILITY DISTRICT 
DOCKET NO. G-11465 
ORDER DIRECTING PHYSICAL CONNECTION AND SALE OF NATURAL GAS 
(Issued May 27, 1957) 


The Humphreys County Utility District (Applicant), a municipal corporation 
organized under the laws of the State of Tennessee, located at Waverly, Tennes- 
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see, filed on November 13, 1956, pursuant to Section 7 (a) of the Natural Gas Act, 
an application, as supplemented on January 14, 1957, for an order directing 
Tennessee Gas Transmission Company (Tennessee Gas) to establish physical 
connection of its transportation pipeline facilities with the facilities of the 
Applicant’s proposed natural-gas system and to sell natural gas to Applicant for 
distribution and resale to the public in the area of Humphreys County, Tennessee, 
all as more fully described in the application on file with the Federal Power 
Commission and open to public inspection. 

Applicant shows that it is duly authorized under the laws of the State of 
Tennessee to engage in the business of a natural-gas distributing company; 
that it is a Utility District within the provisions of Chapter 248, Public Acts of 
Tennessee for 1937, as amended, and has been since February 28, 1955 a Public 
Utility District with full powers in the premises. 

Applicant shows that it has the power and ability to finance the project 
proposed by the issuance and sale of revenue bonds. 

The estimated initial cost of the Applicant’s project is $736,000. 

The estimated gas requirements of the Applicant to serve the area of its 
operations for the first three years are as follows: 





| | 
| Annual | Peak day 
(Mef) (Mef) 
OE DORs cctecccdcctwducasstiacsitewst eae bighinscuccedelniveaiiabe 94, 767 | 1,211 
PININII 5siti nica irataiscn eaptien oidenciaiackinmar ad < ciaieiinndemidatmatemmuiaae 106, 003 1, 337 


yp. ea dvd aneebeladacatimaliadite ol 117, 076 1, 515 


The area to be served by Applicant includes the municipalities of McEwen, 
Waverly, and New Johnsonville, as well as the unincorporated community of 
Tennessee City, together with rural areas adjacent to the connecting transmission 
facilities which the Applicant proposes to construct from a connection with the 
natural-gas pipeline system of Tennessee Gas Transmission Company near 
where such facilities cross Tennessee State Highway No. 48. 

All the facilities proposed by the Applicant to be constructed and operated are 
to be located wholly within the State of Tennessee. 

Tennessee Gas Transmission Company has the capacity and gas supply to meet 
the requirements above-indicated without placing any undue burden upon the 
natural-gas company and without impairing the ability of Tennessee Gas to 
render adequate service to its customers. 

The Tennessee Public Service Commission has made and filed its statement 
in the above-entitled matter supporting in full the averments of the Applicant. 
Tennessee Public Service Commission states that it believes this application to 
be in the best public interest to the Applicant, Humphreys County Utility District 
and the ultimate consumers in the above-named Tennessee cities and urges that 
this matter be handled as expeditiously as possible. 

No protest or petition to intervene in opposition to the granting of the order 
requested by the Applicant has been made and the time for filing same has 
expired. 

Tennessee Gas Transmission Company has not made any objection to the estab- 
lishment of physical connections of its existing pipeline system and the sale of 
natural-gas to the Applicant. 

Due notice of the application was given by publication in the Federal Register 
on February 26, 1957 (22 FR 1106) and copies thereof were mailed to all parties 
interested in the matter. 
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The Commission finds: 


(1) Tennessee Gas Transmission Company, a Delaware Corporation, with its 
principal place of business in Houston, Texas, is a natural-gas company within 
the meaning of the Natural Gas Act, as heretofore determined by the Commission 
in its order issued June 18, 1946 In the Matter of Tennessee Gas Transmission 
Company, Docket No. G-652. Tennessee Gas owns and operates a natural-gas 
pipeline system extending through the State of Tennessee. 

(2) Applicant is a “municipality” as defined by the Natural Gas Act. It is 
authorized by the laws of the State of Tennessee to construct and operate a 
natural-gas distributing system and to engage in the distribution and sale of 
natural-gas to the inhabitants of Humphreys County and to the cities of McEwen, 
Waverly and New Johnsonville all within the State of Tennessee. 

(3) It is necessary and desirable in the public interest to direct Tennessee 
Gas Transmission Company to establish physical connection of its existing trans- 
mission facilities with the facilities proposed to be constructed and operated 
by the Applicant and to sell and deliver natural gas in volumes up to 1515 Mcf 
per day (at 14.73 psia), subject to Tennessee Gas Transmission Company’s 
appropriate gas rate schedules on file or to be filed with the Commission. 

(4) The requirement that Tennessee Gus serve the Applicant, as proposed, 
will not place an undue burden upon it. Such requirement will not cause the 
enlargement of any facilities or the construction of new ones. The ability of 
the natural-gas company will not be impaired to render adequate service to 
existing customers. 

The Commission orders: 

(A) Tennessee Gas Transmission Company be and it is hereby directed to 
establish physical connections with the facilities of the Applicant, The Humphreys 
County Utility District, and to sell and deliver to Applicant up to 1515 Mcf per 
day at 14.73 psia. 

(B) Tennessee Gas shall report to the Commission in writing and under oath, 
the date of commencement of the service to Applicant. Such report shall be 
made to the Commission within 30 days from the date service to Applicant begins. 

(C) Applicant shall be prepared to receive gas from Tennessee within one year 
from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-11722 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issuing May 27, 1957) 


Southern Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business in Birmingham, Alabama, filed on January 10, 1957, 
an application pursuant to Section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing Applicant to operate a measure- 
ment station and point of delivery on Applicant’s Gwinville-Pickens line at Mile 
Post 4.559 subject to the jurisdiction of the Commission, for the purpose of 
selling natural gas directly to The Carter Oil Company (Carter) for use in 
Carter’s distillate field located in Madison County, Mississippi, near the point 
of delivery, all as more fully represented in the application which is on file with 
the Commission. 


. 
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The record shows: (1) that Applicant and Carter on September 10, 1954, the 
date of the contract covering the sale for which facilities hereinabove described 
were constructed, only contemplated the sale and delivery of gas produced in 
Mississippi; but that subsequent thereto it became necessary to use commingled 
Mississippi and Louisiana produced gas; (2) the gas is necessary to the operation 
of Carter’s wells; and (3) deliveries through December 31, 1956 have totaled 
82,318 Mcf. 

The measurement station was constructed at a cost of $2,959, which was 
defrayed from funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 15, 1957, respecting the matters involved in and the issues presented by 
the application. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.80 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 

The Commission finds: 

(1) That Southern Natural Gas Company, a Delaware corporation with princi- 
pal place of business in Birmingham, Alabama, is engaged in the transportation 
of natural gas in interstate commerce and the sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and, therefore, is a “natural-gas company” within the meaning 
of the Natural Gas Act as heretofore found by the Commission. 

(2) That the natural gas facilities hereinbefore described and as more fully 
described in the application are being used in or for the transportation of natural 
yas in interstate commerce as an integral part of Applicant's existing natural 
gas pipeline system, subject to the jurisdiction of the Commission, and the 
operation of said facilities by Applicant are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) That Applicant is abie and willing properly to do the acts and to perform 
the service being rendered and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) That the continued operation by Applicant of the natural gas facilities 
hereinbefore described and as more fully described in the application, for the 
transportation of natural gas in interstate commerce as hereinbefore described, 
is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Rules and Regulations, including the Rules of Practice and Procedure 

(18 CFR 157.20) should attach to the issuance of the certificate referred to in 
paragraph (2) above, and to the exercise of the rights granted thereunder. 

(6) That a request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) That a certificate of public convenience and necessity be and the same 
hereby is issued, authorizing Southern Natural Gas Company to continue to 
operate the natural gas facilities hereinbefore described, and as more fully 
described in the application, which are necessary to the transportation in inter- 
state commerce of natural gas for delivery to the Carter Oil Company on an 
506455—59——__50 
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interruptible basis, subject to the jurisdiction of the Commission and: upon‘ the 
terms and conditions of this order. 

(B) That there shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in subsections (a) and 
(e) of Section 157.20 of the General Rules and Regulations of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick: Stueck, 
William R. Connole and Arthur Kline. 


THE WESTERN COLORADO POWER COMPANY, PROJECT NO. 733 
ORDER ISSUING ANNUAL LICENSE (MINOR PART) 
(Issued May 27, 1957) 


Application was filed January 14, 1957, by The Western Colorado Power Com- 
pany, licensee for constructed minor part Project No. 733, for an annual license 
under the Federal Power Act for the minor part project under the terms and 
conditions of the original license, as amended. 

The project, located on the Uncompahgre River in Ouray County, Colorado, and 
affecting lands of the United States within the Grand Mesa-Uncompahgre Na- 
tional Forest, has been operated and maintained under the authority of a 25-year 
minor part license issued to the Applicant herein effective as of April 13, 1931, 
as amended July 20, 1948, which expired April 12, 1956, and of a subsequent 
annual license, effective as of April 13, 1956, which expired April 12, 1957. 

The project, known as the Ouray power plant, consists of a rubble masonry 
diversion dam 71.5 feet high and 70 feet long, a settling tank, steel and wood- 
stave pipelines aggregating about 6,120 feet in length, a signal line extending 
about 6,035 feet from dam to powerhouse with installed hydraulic capacity of 
1,000 horsepower. The energy generated by the project is used for public-utility 
purposes. 

In support of its application for an annual license, the Applicant advises that: 

1. The wood-stave section of pipeline has deteriorated to such an extent that 
replacement will be required if the project is to be operated for any extended 
period of time. 

(2) The intake dam will require some repair work soon, the exact amount of 
which has not been accurately appraised. 

(3) The present generating unit is antiquated, and to make it semi-automatic 
would be impractical. 

(4) Steps taken toward the construction by Colorado Ute Electric Association 
(a generation and transmission cooperative) of a steam-electric generating plant 
to supply the requirements of four R. E. A. member distribution cooperatives 
served by the Applicant now, will have a material bearing on the necessity for 
rehabilitating the project works. Operation of such a plant will affect the power 
supply situation of the Applicant in these two ways: 

(a) Capacity now supplied by the Applicant to the four R. E. A.’s will be re- 
leased ; and 

(b) Surplus capacity from the plant will be available to the Applicant. 

(5) The Applicant contemplates that it will seek the Commission’s approval to 
surender the license for this hydroelectric project after the Colorado Ute Electric 
Association steam-electric generating plant is in operation. The site for that 
plant has been selected near Nucla, Colorado, all major items of plant equip- 
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ment are on order, and the plant is scheduled to be constructed and ready for 
test operations not later than October 1, 1958. 

The Chief, Forest Service, reported that the terms and conditions of the annual 
license which expired April 12, 1957, are considered adequate for protection of 
national forest interests and that the issuance of a similar license would not 
interfere or be inconsistent with the purpose for which the Uncompahgre National 
Forest was created or acquired. 

An Assistant Secretary of the Interior reported that no special provisions for 
the protection of fish and wildlife resources need be included in the annual license 
and that the interests of the Department of the Interior would not be affected 
by the issuance of an annual license similar to that which expired April 12, 1957. 













The Commission finds: 






(1) A license for a period of one year, subject to and containing conditions 
as hereinafter provided, will not interfere or be incunsistent with the purposes 
for which the Grand Mesa-Uncompahgre National Forest was created or acquired. 

(2) The issuance of a license, as hereinafter provided, for the operation and 
maintenance of minor part Project No. 733 for one year is justified and compatible 
with the public interest. 

(3) The annual charges, terms and conditions for the issuance of a license 
identical with those of the original license, as amended, exclusive of the period 
thereof, and the special condition hereinafter provided, are reasonable and should 
be contained in the license to be issued as hereinafter provided. 

(4) Public notice of the application has been- given. No protests were filed. 






















The Commission orders: 

(A) This license is issued to The Western Colorado Power Company, of 
Durango, Colorado, for a period of one year, effective as of April 13, 1957, for 
the operation and maintenance of minor part Project No. 733 upon lands of 
the United States, subject to all the terms and conditions of the original license, 
as amended, which expired April 12, 1956, exclusive of the period thereof, as 
though fully set forth herein, and subject to the following special condition set 
forth herein as Article 16: 

Article 16. The licensee shall immediately notify the supervisor of the Grand 
Mesa-Uncompahgre National Forest at Delta, Colorado, in case of any failure 
in the project works which would cause erosion on national forest lands or dam- 
age notional forest resources and improvements. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act. In acknowledgment of the acceptance of this license, it 
shall be signed for the licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 






















Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


CHUGACH ELECTRIC ASSOCIATION, INC., PROJECT NO. 2170 








ORDER ISSUING LICENSE (MAJOR) 


(Issued May 27, 1957) 


Application was filed March 26, 1956, and later supplemented, by Chugach 
Electric Association, Inc., of Anchorage, Alaska, for a license under Section 4 


‘ 
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(e) of the Federal Power Act (hereinafter referred to as the Act) for proposed 
major Project No. 2170, to be known as the Cooper Lake Hydroelectric Project 
and located on Cooper Creek, Cooper Lake, and Kenai Lake on Kenai Peninsula 
in the Third Judicial Division, Territory of Alaska, about 55 miles south of 
Anchorage, and affecting lands of the United States within the Chugach National 
Forest. 

The Secretary of the Army and the Chief of Engineers have reported that the 
proposed project conforms in general with that indicated in a Report on Cook 
Inlet and Tributaries, Alaska, prepared by the District Engineer, Alaska Dis- 
trict, on January 20, 1950, and that provisions in the interests of flood control 
and navigation for insertion in the license are not required. 

‘he Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, has informed the Commission 
that the Regional Forester for Alaska reports that the proposed development 
will not be inconsistent with purposes for which the Chugach National Forest 
was created, provided the license contains certain provisions usually included 
in licenses for such projects, as hereinafter provided, and a further provision 
for the protection of fish life, which is hereinafter provided for. 

The Secretary of the Interior in reporting on the application has recommended 
inclusion in the license of a provision in the interest of fish and wildlife resources 
substantially as hereinafter provided, and stated that the Office of Territories 
advised the inclusion in the license of a provision for avoiding or minimizing 
inductive interference with railroad communication lines, which is hereinafter 
provided. 

The Alaska Department of Fisheries in reporting on the application has sug- 
gested a minimum flow for the lower three quarters of a mile of Cooper Creek to 
help preserve the spawning areas in that reach. 

The City of Seward has objected to the licensing of the project on the ground, 
among others, that the project will interfere with its proposed Seward Crescent 
Lake project presently under preliminary permit as Project No. 2171 and for 
which an application for a license has been filed. It states that Applicant's 
proposal to supply wholesale electricity to Kenai, Homer and related areas on 
the Kenai Peninsula will invade part of the logical service area for the Seward 
project. However, according to available information, the proposed project 
facilities of the two projects are not in conflict, although transmission facilities 
Imay occupy adjacent parallel routes in part. Power requirement and power 
supply estimates show that there is a potential market in the area for more 
power than that proposed to be developed by both projects. 

The Commission finds: 

(1) The project will occupy lands of the United States, the area not being 
determinable at this time. 

(2) The project consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Applicant or by the United States; 
such project area and project boundary being more generally shown and described 


by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 


Evhibit J-K-L: (FPC No. 2170-2) Project Map; and 
Echibit J: (FPC No. 2170-14) Service Area and Transmission Lines. 


’ 
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(b) Principal structures comprising : 
An earth and rock-fill dam 60 feet high across Cooper Creek at the outlet of 
Cooper Lake; an uncontrolled spillway channel excavated in the left abutment 
at the dam site; a reservoir with normal pool at elevation 1200 feet having an 
area of 2750 acres and a usable storage of 82,000 acre-feet; an intake structure 
4 miles up the lake; a tunnel, conduit and penstock aggregating 10,300 feet 
extending from Cooper Lake to a powerhouse on Kenai Lake; a differential-type 
surge tank; and the powerhouse containing two turbines each rated at 10,5 
horsepower and connected to two generators of 7500 kilowatt capacity for a total 
installed capacity of 15,000 kilowatts ; transformers; switchyard; a 115-kv trans- 
mission line to Anchorage, and a 69-kv line to the Homer substation; and ap- 
purtenant facilities, including the future diversion works for the diversion of 
Stetson Creek into Cooper Lake, the location, nature and character of which are 
more specifically shown and described by certain exhibits hereinbefore cited and 
by certain other exhibits which also formed part of the application for license 
and which are designated and described as follows: 
Evhibit L: (FPC No. 2170-9) Cooper Creek Dam: 

(FPC No. 2170-10) Tunnel and Penstock Profile—Intake Structure; 

(FPC No. 2170-11) Surge Tank and Pipe Details ; 

(FPC No. 2170-12) Powerhouse Design Layout ; 

(FPC No. 2170-15) Stetson Creek Dam and Canal (Preliminary) ; and 

(FPC No. 2170-16) Electrical One-Line Diagram. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and te 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(3) The proposed 115-kilovolt transmission line extending to the Anchorage 
substation and the proposed 69-kilovolt line extending to the Homer substation 
are part of the project within the meaning of Section 3 (11) of the Act, and 
should be included in the license for the project. 

(4) The Applicant is a corporation organized under the laws of the Territory 
of Alaska and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable Territorial laws insofar as necessary to effect the 
purposes of a license for the project. 

(5) No conflicting application is before the Commission. Public notice has 
been given of the filing of the application for a license. 

(6) The Applicant states that the project will be financed through a loan 
by the Rural Electrification Administration. 

(7) The issuance of a license as hereinafter provided will not affect the 
development of any water resources for public purposes which should be under- 
taken by the United States. 

(8) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Chugach National 
Forest was created or acquired. 

(9) The project is best adapted to a comprehensive plan for the improvement 
and utilization of water-power development, and for other beneficial public 
uses, including recreational purposes. 
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(10) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 20,000 horsepower and the energy to be generated thereby will 
be transmitted to the Applicant’s existing transmission and distribution system 
and other systems in the area for domestic, commercial and industrial uses. 

(11) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of Part 
I of the Act is reasonable as hereinafter fixed and specified and it is desirable 
to reserve for determination at a later date the amount of the annual charge 
to be paid under the license for the purpose of recompensing the United States 
for the use, occupancy, and enjoyment of its lands. 

(12) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(13) The exhibits designated and described in finding (2) above conform to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project. 

(14) The Licensee shall submit within one year from the date of completion 
of the project revised Exhibits K and M in accordance with the Commission's 
rules and regulations and shall also submit as hereinafter provided revised 
Exhibit L showing final design of the Stetson Creek dam. 


The commission orders: 


(A) The license is issued to Chugach Electric Association, Inc., under Section 
4 (e) of the Act for a period of 50 years, effective as of May 1, 1957, for the 
construction, operation, and maintenance of Project No. 2170, affecting lands 
of the United States within the Chugach National Forest, subject to the terms 
and conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-2,* December 15, 1953, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States,” which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special conditions set forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the project works 
within one year from the date of issuance of this license; shall thereafter in 
good faith and with due diligence prosecute such construction; and shall com- 
plete the project and place it in operation within three years from the date of 
issuance of this license. 

Article 26. The Licensee shall, within one year from the date of completion 
of the project, file revised Exhibits K and M in accordance with the Commis- 
sion’s rules and regulations. 

Article 27. The Licensee shall comply with such reasonable modifications of the 
project structures and operation in the interest of fish and wildlife resources 
as hereafter may be prescribed by the Commission upon the recommendation 
of the Secretary of the Interior ; Provided, That the Licensee shall defer construc- 
tion of any facilities for the diversion of flows from Stetson Creek until the 
Commission has prescribed the minimum flows which will be required adequately 
to preserve the existing fisheries of Cooper Creek, after notice and opportunity 
for hearing. 


*See p. 62. 
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Article 28. The Licensee shall submit in accordance with the Commission’s 
rules and regulations revised Exhibit L showing final design of the Stetson 
Creek dam and shall not begin construction of that structure until the Com- 
mission approves the exhibit. 

Article 29. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (20,000 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, oecupancy, 
and enjoyment of its lands, exclusive of those used for transmission-line right- 
of-way, an amount to be determined hereafter ; and 

(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way, an amount 
to be determined hereafter. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute aeceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GARKANE POWER ASSOCIATION, INC., PROJECT NO. 2219 
ORDER ISSUING LICENSE (MAJOR) 


(Issued May 27, 1957) 


Application was filed August 27, 1956, by Garkane Power Association Inc., of 
Richfield, Utah (Applicant), for a license under Section 4 (e) of the Federal 
Power Act (hereinafter referred to as the Act) for proposed major Project 
No. 2219, located on the East and West Forks of Boulder Creek, a tributary of 
Escalante River in the Colorado River Basin in Garfield County, Utah, and 
affecting lands of the United States in the Dixie National Forest. 

The Department of the Army, in reporting on the application, states that 
navigation and flood control activities of the Chief of Engineers would not be 
affected by the applicant’s proposed project, therefore no objection is made to 
granting the license. 

The Chief, Forest Service, acting for the Secretary of Agriculture, in report- 
ing on the application, states that the Regional Forester at Ogden, Utah, has 
had a field examination made of the proposed project, and recommends that the 
license be granted providing it includes the provisions usually included in such 
licenses for the protection and utilization of National Forest lands and resources. 
as hereinafter provided. 
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The Acting Secretary of the Interior, in reporting on the application, states 
that with the construction of the complete Project No. 2219, approximately 13 
miles of stream and canal fishery would be eliminated. The Fish and Wildlife 
Service, therefore, suggests that the license, if issued, include certain conditions 
in the interest of fish and wildlife resources substantially as hereinafter provided. 

The State of Utah, in reporting on the application, stated that a protest filed 
with it by the Utah Fish and Game Department had been withdrawn pursuant 
to an agreement between Garkane Power Association and the Department of 
Fish and Game relating to certain provisions for fishing waters. 


The Commission finds: 


(1) The project will occupy lands of the United States. 

(2) The proposed project wiil consist of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purpose of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States; 
such project area and project boundary being generally shown and described 
by a certain exhibit which formed part of the application for license and which 
is designated as follows: 

Echibit J: (EPF No. 2219-1) entitled, “Boulder Creek Hydroelectric De- 
velopment, Project Map.” 

(b) Principal project works comprising: 

The initial development located on the East Fork of Boulder Creek composed of 
an earth fill dam 25 feet in height with an ogee concrete spillway 34 feet long; 
22,200 feet of 34 to 30-inch steel penstock; a powerhouse containing two 1975 
horsepower impulse turbines operating under a static head of 1527 feet connected 
to two 1400 KW generators, with provisions for an additional unit; a switch- 
yard; a 44 KV transmission line extending 19 miles to a substation at Escalante 
and other appurtenant facilities; and the future development to consist of a 
rock fill dam 10 feet high and 50 feet long on West Fork of Boulder Creek divert- 
ing the flow through a 24-inch steel pipe to the East Fork Boulder Creek reser- 
voir ; the location, nature and character of which structures are more specifically 
shown on and described by a certain exhibit hereinbefore cited and by certain 
other exhibits which also formed part of the application for license and which 
are designated and described as follows: 

Evhibit L-1: (FPC No. 2219-3) Dam and Spillway 

Ecrhibit L-2: (FPC No. 2219-4) Powerhouse General Arrangement 

Exhibit L-3: (FPC No. 2219-5) Powerhouse One Line Diagram 

Evrhibiti M: Typewritten sheet entitled, General Description and Specifica- 
tion of Equipment,” signed August 22, 1956: Garkane Power Association, 
Inc., L. 8S. Haws, President 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as a part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance and operation 
of the project. 

(3) The following transmission facilities included in the application for license 
are parts of the project within the meaning of Section 3 (11) of the Act: 
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1. Step-up substation at project plant; 

2. Proposed 19 mile, 44 kv transmission line from the project plant to Escalante 
Substation. 

(4) The Applicant is a corporation organized under the laws of the State 
of Utah and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purpose 
of a license for the project. 

(5) No conflicting application is on file with the Commission. Public notice 
has been given as required by the Act. No protests have been received. 

(6) The project does not affect any Government dam, nor will the issuance of 
a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(7) The project is best adapted to a comprehensive plan for the improvement 
and utilization of water-power development, and for other beneficial public 
uses, including recreational purposes. 

(8) The issuance of a license for the project will not interfere or be inconsis- 
tent with the purposes for which the Dixie National Forest was created or 
acquired. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 3,750 horsepower. 

(10) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(11) It is desirable to reserve for future determination the amount of annual 
charges to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands, as hereinafter provided. 

(12) The “J”, “L”, and “M” exhibits described in findings (2) above con- 
form to the Commission’s rules and regulations and should be approved as part 
of the license for the project. 

(13) Exhibit “K”, filed as part of the application does not comply with the 
Commission’s rules and regulations and should be resubmitted as hereinafter 
provided. 


The Commission orders: 


(A) This license is issued to the applicant, Garkane Power Associations, Inc., of 
Richfield, Utah, under section 4 (e) of the Federal Power Act for a period of 
50 years, effective as of May 1, 1957, for the construction, operation and main- 
tenance of Project No. 2219 on East and West Forks of Boulder Creek in Gar- 
tield County, Utah, and affecting lands of the United States within the Dixie 
National Forest. subject to the terms and conditions of the Act which is incorpo- 
rated by reference as a part of this license, and subject to such rules and regula- 
tions as the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-2,* December 15, 1953, entitled, “Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States,” which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special conditions set forth herein as additional articles: 


Article 25 


The Licensee shall commence construction of the project works within one 
year from the date of issuance of this license, shall thereafter in good faith and 


*See p. 62. 
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with due diligence prosecute such construction, and shall complete the project 
and place it in operation within three years from the date of issuance of this 
license. 


Article 26 


The Licensee shall cooperate with the U. S. Fish and Wildlife Service and 
the Utah Department of Fish and Game in developing reasonable means for 
preserving and enhancing fish and wildlife resources. 


Article 27 


The Licensee shall comply with such reasonable modification of the project 
structures and operation in the interest of fish and wildlife resources as may be 
hereinafter prescribed by the Commission upon the recommendation of the 
Secretary of the Interior and the Utah Department of Fish and Game. 


Article 28 


The Licensee shall at such time as the Commission may direct and to the ex- 
tent that it is economically sound and in the public interest to do so, after notice 
and opportunity for hearing, install additional generating capacity at the 
Boulder Creek powerhouse. 


Article 29 

The Licensee shall file for approval in accordance with the Commission’s Rules 
and Regulations revised Exhibit K showing the project area and project bound- 
ary including the transmission line, within one year from the date of completion 
of the project. 


Article 30 

The Licensee shall pay to the United States the following annual charges: 

(1) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized in- 
stalled capacity (3750 horsepower) plus two and one half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

(2) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, exclusive of those used for transmission line pur- 
poses an amount to be hereinafter determined. 

(3) For the purpose of recompensing the-United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way only an 
amount to be hereinafter determined. 

Article 31 

The Commission reserves the right to determine at a later date what additional 
transmission lines, if any, shall be included in the license. 

(C) The exhibits referred to in finding (12) above as conforming to the 
Commission’s rules and regulations are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6736 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued May 28, 1957) 


By order issued May 16, 1957, 17 F. P. C. 718, in the above-entitled matter, the 
Commission authorized Community Public Service Company (Applicant) to issue 
and sell through competitive bidding $3,000,000 principal amount of First Mort- 
gage Bonds, Series E, due 1987, subject to the provisions, among others, as set 
forth in paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of First Mortgage Bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated by Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the coupon rate and the price to 
be received by Applicant for such Bonds by a further order. 

Applicant, on May 28, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, setting forth, among other things, 
that it proposes to accept, as representing the lowest annual cost of money to 
it, the bid of Halsey, Stuart & Co., Inc. to purchase the proposed issuance of 
First Mortgage Bonds at the price of 100.14% of principal amount, with a coupon 
rate of 534% per annum. 


The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued May 16, 1957, in the above docket, and 
under the bid it proposes to accept for the purchase of the proposed issuance 
of First Mortgage Bonds, the price to be received by Applicant therefor and the 
coupon rate thereof are reasonable. 

(2) The proposed issuance of First Mortgage Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed First Mortgage 
Bonds and the coupon rate thereof under the bid referred to above are approved 
as reasonable. 

(B) The proposed issuance and sale of First Mortgage Bonds referred to 
above, upon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized subject only to the provisions of paragraphs (C), 
(D)-and (E) of the Commission’s order issued May 16, 1957, in the above 
docket. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. E-6667 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING 


ISSUANCE OF PROMISSORY NOTES 
(Issued May 29, 1957) 


By order issued April 25, 1956, in the above-entitled matter, the Commission, 
pursuant to Section 204 of the Federal Power Act, authorized Montana-Dakota 
Utilities Co. (Montana-Dakota) to issue $8,500,000, principal amount of Promis- 
sory Notes, upon terms and conditions as set forth in that order, which include, 
among others, those set forth in Montana-Dakota’s application filed March 26, 
1956, requesting such authorization. 

On April 17, 1957, Montana-Dakota filed an amendment to that application, 
requesting a change in the authorization granted by the above-mentioned order 
to permit the extension of the maturity dates of two short-term Promissory Notes 
issued by it pursuant to that order to September 1, 1957. The Notes in ques- 
tion are Promissory Note No. 1 due June 1, 1957, and Promissory Note No. 2, 
due August 1, 1957, both in the principal amount of $1,500,000, with an interest 
rate of 334%, and payable to The First National City Bank of New York. The 
two Notes would be renewed at the prime commercial bank rate of interest (now 
4%) prevailing on the respective renewal dates thereof. 

Montana-Dakota states that it expects to issue permanent securities in the ap- 
proximate amount of $10,000,000 during the summer of 1957 and that it will 
apply the proceeds therefrom (1) toward payment of all its Promissory Notes, 
now aggregating a total principal amount of $6,500,000, which have been issued 
under the Commission’s authorization herein; and (2) toward partial payments 
of its 1957 construction program costs. The contemplated issuance of securities 
may not be completed until August 1, 1957, and consequently Montana-Dakota 
seeks to renew the two aforesaid Promissory Notes in the manner indicated in the 
preceding paragraph. 

Montana-Dakota does not request by its amendment any other change in the 
authorization heretofore granted in this matter. 

Written notice of the amendment to the application has been given to the Public 
Service Commission of North Dakota, the Public Service Commission of Wyoming, 
the Public Utilities Commission of South Dakota, the Board of Railroad Com- 
missioners of Montana, the Railroad and Warehouse Commission of Minnesota, 
and to the Governor of each of those States. Notice of the amendment to the 
application was also published in the Federal Register on April 27, 1957 (22 
F. R. 3021), stating that any person desiring to be heard or to make any protest 
with reference to said amendment should file a petition or protest on or before 
May 17, 1957, with the Federal Power Commission, Washington 25, D. C. No 
protest or petition or request to be heard in opposition to the granting of such 
amendment has been received. 


The Commission finds: 


Good cause has been shown and it is necessary and appropriate for the pur- 
poses of the Act, that Paragraphs (A) and (B) of the Commission’s order issued 
April 25, 1956, be modified as hereinafter provided. 
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The Commission orders: 


(A) Paragraphs (A) and (B) of the Commission’s order issued April 25, 1956, 
in the above-entitled docket be and they hereby are amended to read as follows: 

(A) The proposed issuance and sale of Promissory Notes, in the aggregate 
principal amount of $8,500,000, upon the terms and conditions and for the pur- 
poses specified in the application as filed March 26, 1956, and as amended April 
17, 1957, be and the same hereby are authorized, subject to the provisions of this 
order. 

(B) This authorization shall expire unless the transactions herein authorized 
have been consummated on or before December 31, 1956, except that the two afore- 
mentioned Promissory Notes issued to The First National City Bank of New York 
may be renewed in the manner indicated in the recital above provided that the 
tinal maturity date of said Notes shall be not later than September 1, 1957. 

(B) All other terms and conditions, as set forth in Paragraphs (C) and (D) of 
the aforesaid Commission order issued April 25, 1956, shall remain in full force 
and effect. 


Before Commissioners: Seaborn L. Digby, Acting Chairman; William R. 
Connole and Arthur Kline. 


THE SYLVANIA CORPORATION, DOCKET NO. G-—12565 
ORDER INSTITUTING INVESTIGATION 
(Issued May 29, 1957) 


The Sylvania Corporation (Sylvania) a Pennsylvania corporation having 
its principal place of business in Oil City, Pennsylvania, is engaged in the trans- 
portation of natural gas in interstate commerce, and, therefore, is a natural- 
gas company within the meaning of the Natural Gas Act. 

Sylvania is an affiliate of and one of several sellers under contract to supply 
natural gas to United Natural Gas Company (United Natural) whose proposed 
increased rates and charges were suspended by the Commission by order issued 
on April 30, 1957, in Docket No. G—12493. 

Sylvania sells natural gas to United Natural under Rate Schedule G—1 to its 
FPC Gas Tariff, Original Volume No. 1. The purchase schedules are filed as 
special contracts and provide for rates of 27.5¢ per Mcf for the Driftwood- 
Benezett Area and 37.5¢ per Mcf from other areas, all of which are in Penn- 
sylvania. Sylvania also provides storage service to United Natural under Rate 
Schedule X-1 to its FPC Gas Tariff, Original Volume No. 2, which is a cost of 
service schedule providing 6% return in addition to other costs. During the test 
year utilized by United Natural in its rate filing, United Natural showed pur- 
chases from Sylvania of 1,800,000 Mcf of natural gas for $570,600, indicating that 
a substantial element of cost to United Natural is the amount paid to Sylvania. 

It appears that, upon the basis of data available to the Commission, Sylvania’s 
rates, charges, and classifications for the transportation for and sale of natural 
gas to United Natural, subject to the jurisdiction of the Commission, and the 
rules, regulations, practices and contracts relating thereto may be unjust, un- 
reasonable, unduly discriminatory, or preferential. 


The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
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by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged or collected by Sylvania in con- 
nection with any transportation for or sale of natural gas to United Natural, 
subject to the jurisdiction of the Commission, and any rules, regulations, prac- 
tices, or contracts affecting such rates, charges or classifications. 


The Commission orders: 


(A) An investigation of The Sylvania Corporation be and it hereby is in- 
stituted under the provisions of the Natural Gas Act, particularly Sections 5 
and 14 thereof, for the purpose of enabling the Commission to determine whether, 
with respect to any transportation or sale of natural gas, subject to the jurisdic- 
tion of the Commission, made or proposed to be made by The Sylvania Corpora- 
tion or any of the rates, charges or classifications demanded, observed, charged, 
or collected, or any rules, regulations, practices, or contracts affecting such rates, 
charges, or classifications are unjust, unreasonable, unduly discriminatory, or 
preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to The Sylvania Corporation, that any of its rates, charges, classifications, rules, 
regulations, practices, or contracts, subject to the jurisdiction of the Commission, 
made by The Sylvania Corporation to United Natural Gas Company are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission shall there- 
upon determine and fix by order or orders just and reasonable rates, charges, 
classifications, rules, regulations practices or contracts to be thereafter observed 
and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, partic- 
ularly Sections 5, 14 and 15 thereof, and the Commission’s Rules of Practice and 
Procedure, a public hearing be held upon a date to be fixed by notice from the 


Secretary of the Commission concerning the matters specified in Paragraphs 
(A) and (B) above. 


(D) Interested State Commissions may participate as provided by Sections 


1.8 and 1.37 (f) [18 CFR 1.8 and 1.37 (f)] of the Commission’s Rules of Practice 
and Procedure. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-2505 


ORDER APPROVING PROPOSED SETTLEMENT 
AND REQUIRING REFUNDS 


(Issued May 31, 1957) 


By order issued July 26, 1956, a settlement of the rate proceedings herein was 
approved by the Commission, providing for the filing of revised tariff sheets 
effective as of June 27, 1956. Such proceedings involved increased rates and 
charges of Northern Natural Gas Company (Northern) which had been allowed 
to take effect as of December 27, 1954, subject to refund, and which remained 
in effect through June 26, 1956. Under the new rates and charges approved 
by the Commission, refunds were due applicable to the period December 27, 


1954-June 20, 1956; however, pursuant to the settlement, the Commission in 
its said order provided that— 
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proceedings to determine the amount of refund of excess charges appropri- 

ate in these proceedings, * * * be and they are deferred pending further 

notice of the Secretary of the Commission to be issued subsequent to final 
determination of the appeal of Opinion No. 281 and accompanying order. 

The Commission's said order was affirmed sub nom. Interstate Power Co. v. 
F. P. C., 236 F. 2d 372, (CA 8), certiorari denied 352 U. S. 967 (January 14, 
1957) ; and the time for further applications to the Supreme Court has expired. 
The Commission’s order thus having become final, further proceedings with 
regard to refunds for the period in question have been had herein, as follows: 

On May 8-9, 1957, after informal notice to all concerned, conferences were 
held in a hearing room of the Commission, in which Northern, a majority of 
its utility customers and the staff of the Commission participated, concerning 
the proper basis for computation of the refund, and other aspects thereof. Such 
conferences resulted in a “Statement of Proposed Settlement of Amounts Re- 
fundable”, reflecting a principal amount refundable of approximately $6,900,000 
derived from a cost of service study contained in Appendix “A” to the State- 
ment and payable pro rata to Northern’s customers in amounts reflected in Ap- 
pendix “B” to the Statement, which appendices are made a part hereof as 
Appendices A and B. The Statement and appendices were mailed to all inter- 
ested parties on May 17, 1957. 

On May 21, 1957, pursuant to Notice issued May 10, 1957, formal proceedings 
were held before a Presiding Examiner, concerning all aspects of the refunds 
payable for the period in question pursuant to the basic settlement approved 
by the order issued July 26, 1956. At such hearing refinements of the Statement 
were considered and agreed to by all parties participating in the hearing. At the 
conclusion of the hearing, all such parties joined in a motion to omit the inter- 
mediate decision procedure and in a request that the Commission approve the 
“Statement of Proposed Settlement of Amounts Refundable” as amended, and 
as reproduced in the record of the hearing of May 21, 1957. 

In brief summary, under the proposed settlement, the major points of agree- 
ment are as follows: 

(a) Northern’s cost of service for the year 1955 and for the first six months 
of 19561 (Appendix A hereto), including return at the rate of 6%, after alloca- 
tion to jurisdictional business on the bases detailed in the Statement, compared 
with its revenues for the same period, discloses a total excess in revenues over 
agreed-on cost of service, for the 18-month period in question, of $6,899,902, 
rounded to $6,900,000, which is agreed to be the amount refundable to Northern’s 
jurisdictional customers, together with interest at the rate of 6%. 

(b) Based on Northern’s receipts for the 18-month period in question, the 
amount refundable to each of Northern’s jurisdictional customers is as reflected 
on Appendix B hereto. Such amounts aggregating $6,898,904? will he refunded 
by Northern within 15 days from the date of a Commission order approving the 
settlement, together with 6% interest as computed. 

(c) Interest at 6% per annum is to be computed upon the assumption that 
(i) the amount determined to be payable for sales during each month of the 
period was paid to Northern on the 20th day of the following calendar month; 
(ii) interest commences to run on each such payment from such 20th day of 
each such month; and (iii) all interest payable by Northern shall terminate 
on the date of issuance of a Commission order approving the settlement; pro- 


1 Annual figures are substituted for the exact period December 27, 1954—June 26, 1956, 
inclusive. 


2 As close as practicable to compute to the $6.900.000 settlement figure. 
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vided that Northern shall have made such refunds within 15 days from the date 
of the issuance of such order. 

(d) Future refunds received by Northern from its gas suppliers reducing 
cost of purchased gas during the 18-month period in question are to be passed 
on proportionately to Northern’s jurisdictional customers, within 30 days from 
the receipt thereof, insofar as allocable to jurisdictional sales, after Northern’s 
entitlement thereto has been finally established. The pro rata share of indi- 
vidual customers in any such future refund is to be based on the ratio that 
the volume of sales to each such company, as shown on Appendix C hereto 
(Appendix “C” to the Statement) bears to the total volume of jurisdictional 
sales, as shown on Appendix “A” hereto. With respect to monies received by 
Northern as refunds prior to final determination (by judicial review or other- 
wise) of Northern’s entitlement thereto, Northern is required to deposit such 
receipts at interest (if possible), and, upon the establishment of its entitlement 
thereto, to pass on such receipts with such interest as may have been earned 
thereon. Northern must report to the Commission and advise each affected 
customer of any such deposit made pending such final determination of 
Northern’s right thereto. 

(e) The agreement is conditioned upon Commission acceptance of all the 
terms of the proposed settlement. 

(f) All parties reserve all underlying issues of principle that might other- 
wise be deemed to inhere in the Statement of proposed settlement. 


The Commission finds: 


(A) The proposed settlement of these proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

(B) Upon the fulfillment by Northern of the requirements and conditions of 
this order, the proceedings at Docket No. G—2505 will be considered closed. 


The Commission orders: 


(A) Northern Natural Gas Company, within fifteen (15) days from the date 
of issuance of this order, shall refund to its customers named on Appendix B 
hereof a total of $6,898,904 together with interest at the rate of six per cent 
(6%) per year; and Northern shall bear all costs incidental to the making of 
such refunds. . 

(B) The portion of said total amount of $6,898,904 to be refunded to each 
such customer shall be as set forth on Appendix B hereof, and interest thereon 
shall be computed in the manner specified in paragraph (c) hereinbefore and 
paid to each customer. 

(C) Within thirty (30) days from the date of issuance of this order, Northern 
shall report to the Commission, in writing and under oath, the principal amount 
refunded to each customer, and the amount of interest thereon, together with 
copies of releases from its customers with respect to such refunds. 

(D) Future refunds received by Northern from its gas suppliers reducing 
cost of purchased gas during the 18-month period in question shall be refunded 
proportionately to Northern’s jurisdictional customers in the manner summarily 
stated in paragraph (d) hereinbefore and fully set forth in Section V of the 
Statement of Proposed Settlement of Amounts Refundable incorporated in the 
record of the hearing herein on May 21, 1957. 

(E) Upon fulfillment by Northern of all of the requirements and conditions 
of this order, these proceedings shall be considered closed. 
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AepEenpix “B”’ 


Northern Natural Gas Company, development of rates in accordance with agreement 
of the parties to refund settlement—Docket No. G-2505 


Total amount agreed to be refunded by Northern 
Natural for the year 1955 and the 6 months 
period ending June 30, 1956 

Jurisdictional revenues collected by North- 
ern—1955 
Jurisdictional cost of service per settlement— 


Excess to be refunded by reduction in 
demand charge—1955 


Balance to be refunded by reduction in 
demand charges—first 6 months 1956- - 
Reduction in demand charges—1955 ($5,184,995+- 
11,746.032) 
Reduction in demand charges—1956 ($1,715,005+ 
5,967,756) 


$6, 900, 000 
$87, 553, 912 


82, 368, 917 
5, 184, 995 


$1, 715, 005 
(44¢/ Mcf/Mo.) 
(29¢/Mcf/Mo.) 


1956 


Demand | Reduction | Resulting | Demand | Reduction | Resulting 


charge ol demand 
billed settlement charge 


System-wide rates applicable ts 

to first 6 months—1955 k $2. 
Zone rates applicable to bal- ° 

ance of refund period: 


charge iad demand 
billed settlement charge 
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Northern Natural Gas Company, comparison of revenues from refund rates to 
agreed upon cost of service, year 1955 and first 6 months—1956 


Billing de- | Rates 
| terminants | 
Year 1955 


Jurisdictional Cost of Service 
Less: Commodity revenue on annual basis. . 55, 843, 319 | 





Balance to be recovered by demand charge 26, 525, 598 
Demand revenues from refund rates: | 
II i iceciinntemdicinnédibbiinnirandwadcietbngiitis 5, 854, 312 . | 13, 230, 745 | 


99, 700 ; 160, 517 | 
, 393, 990 ; 4, 859, 800 | 
3, 398, 030 . 8, 291, 193 | 





13, 311, 510 | 





| Fee Un Lcattennniad 26, 542, 255 
Year 1956 


NE iit ecttncccucatscncenatssonsehesestheleaenmment 47, 652, 377 | 
Less: Amount to be refunded | 1, 715, 005 





Jurisdictional Cost of Service.....- - | 45, 937,372 | 
Less: Commodity revenue | , 296, 96 ‘ | 32, 552,635 





Balance to be recovered by demand charge . 13, 384, 737 | 
Demand revenues from refund rates: | | 
99, 5 158, 746 | 
. 414, 6 2. 4, 853, 463 | 

3, 453, 3 2. 43 8, 356, 884 


, 967, 756 13, 369, 093 (15, 644) 
| 


Northern Natural Gas Company, summary of refunds to utility customers 


Refunds | Billing units 


Customer 
1956 Total 

(Ist 6 mos.) 
Austin, Minn. (BWEG & P Comm.)...-- | b $21, 750 
Cedar Falls, City of. --- , 688 | 5, 829 | 
Central Electric & Gas Co... 55, 3 5, 197 
Central Natural Gas Co 20, , 373 | 
Coon Rapids, Town of | 3, 28: » 227 | 
Council Bluffs Gas Co 2, 992 | 37, 236 | 
Elkhorn Valley Gas Co. | 5, 692 | , 876 | 
Guthrie Center, City of 3, 16 , 305 | 
Harlan, City of. ‘ | b 3, 149 
Hawarden, City of S atieiieeicmaaiel 330 | 
Interstate Power Co..................... va 8, f 2, 702 
Iowa Electric Light & Power Co-.-. | , , 748 | 
Iowa-Illinois Gas & Elec. Co....._....--- 5, 16 38, 280 | 
Iowa-Minn. Natural Gas Co | | 3, 654 
Iowa Power & Light Co | 440, 246 145, 081 | 
Iowa Public Service Co | 453, 350 152, 937 
Iowa Southern Utilities Co weal 10, 354 | 3, 412 
Kansas Power & Light Co. 36, 986 , 928 | 
Minneapolis Gas Co | 1, 254, 607 3, 450 
Minn. Natural Gas Co-_.__-- | 35, 121 | , 658 
Minn. Valley Natural Gas Co.-_-- 194, 460 | 5, 619 
Nebr. Natural Gas Co...............-...- | 49, 078 | , 530 
New Ulm, Minn. (PUC)..........-...--- 22, 330 | 7, 830 | 
North Central Public Service Co_....-----| 76, 310 . 898 
Northern States Power Co--.- | 593, 560 212, 280 | 
Northern States Power Co. of Wis.-..-...-- 8, 935 3, 929 | 
Omaha, Nebr. (MUD)-.- | 517, 440 | , 520 | 
Owatonna, Minn. (MPU) 39, 600 | 3, 050 | 
Pender, Village of 4,013 | , 392 | 
Peoples’ Gas & Electric 132, 000 | , 500 
Ponca, City of 2,772 | 914 
Remsen, Town of 2, 750 | , 001 
Sanborn, City of 2, 783 | 962 | 3, . 
Sioux Center, Town of 3, 960 | , 305 , 26 9, 000 | 
Western States Utilities 31, 768 , 798 3, 566 72, 200 














5, 168, 254 | 1,730,650 | 6,898,904 | 11, 746, 032 
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Northern Natural Gas Company, jurisdictional sales and revenues by zones and 
periods, year 1955 


Company and zone Total 1955 
Line No. Volume 


(i) 


Zone 1—Rate per Mcf: 
Central Electric & Gas Co 1, 577, 811 
Kansas Power and Light Co ; 859, 907 


Total Zone 1 2, 437, 718 


Zone 2—Rate per Mcf: 
Central Electric & Gas Co 
Central Natura] Gas Co........-.....---- 
City of Guthrie Center, WB oo oss 
City of Harlan, Iowa -- 
City of Ponca, "Nebr a E 
Council Bluffs Gas Co- 
Elkhorn Valley Gas Co_ 
Iowa Electric Light & Power Co 
Iowa Illinois Gas & Electric Co__.. 
Iowa Power & Light Co-_. 
Iowa Public Service Co = 
Metropolitan Utilities District - 
Nebraska Natural Gas Co. 
North Central Public Service Co_- 
Town of Coon Rapids, Iowa-_--.-__--- 
Town of Remsen, Towa... iesbdekeda 
Village of Pender, Nebr _- 





EE eer a cuss a a See ee oss 


Zone 3—Rate per Mef: 
Austin Municipal Board 
Central Electric & Gas Co- 
City of Cedar Falls, lowa__-_-..---- 
Interstate Power Co-- i. 
Towa Electric Light & Power Co. 
Iowa Illinois Gas & Electric Co 
Towa Minnesota Natural Gas Co 
Iowa Power & Light Co 
Iowa Public Service Co-_-_-- 
Iowa Southern Utilities Co_- 
Minneapolis Gas Co.-..__- 
Minnesota Natural Gas Co. 
Minnesota Vailey Natural Gas Co 
Municipal Public Utilities of Ow atonna__ 
North Central Public Service Co. 
Northern States Power Co__. ie 
Northern States Power Co.— Wisconsin _ 
Peoples Gas and Electric Co 
Public Utilities Commission of New Ulm sem us wh bait 
Town of Sanborn, Iowa she ss 115, 178 
Town of Sioux Center, Iowa Sndldwetonek a 94, 204 
Western States Utilities Dcicusiades aS ‘ 1, 123, 168 


Total Zone 3 146, 765, 821 
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Northern Natural Gas Company, jurisdictional sales and revenue by zones, 
January througi June, 1956 





Line No. Company | Volume 





Zone 1—Rate per Mcf: 
Central Electric & Gas Co__..... 
Kansas Power & Light Co-.-.- 


oe wnore 


Total Zone 1 


| Zone 2 2—Rate per Mcf: 

Central Ele ae & Gas Co 8, 877, 211 
Central Natural Gas Co- Suddncdehdatede 437, 929 
City of Guthrie Center, Iowa............- - a ainligneiinedil 100, 285 
City of Harlan, lowa . oe maelenad eoinatera 172, 248 
City of Hawarden, Iowa Sccaipatibhal 8, 532 
City of Ponca, Nebr nadiaiie dgipnetinniammants . ; 45, 624 
Council Bluffs Gas Co_...........---..-- ‘ ottidanadibeniinbhues 2, 516, 636 
2 Valley Gas Co-_..._- ‘ aeuiiermegetin ~ ot , 97, 251 
Iowa Electric Light & Power Co__- ; : = 3 4, 013, 424 
lowa-lllinois Gas & Electric Co j sndiéadindateien ian 3, 777, 042 
Iowa Power & Light Co. 7 : ae, 13, 241, 164 
Iowa Public Service Co....- . eanacand patmaedie ‘ 7, 579, 056 
Metropolitan Utilities District __- i alae sical a 16, 108, 683 
Nebraska Natural Gas Co 2 : was 1, 262, 548 
North Central Public Service Co painqeddmnengnt ance bel 396, 810 
Town of Coon Rapids, Iowa... . jade 43, 101 
Town of Remsen, Iowa_....--....-.--- 

Village of Pender, Nebr 


CONIA 





UO NG Dietincenchcinidsteiceecennerpwasheaiatinn ins 


| Zone 3—Rate per Mef: 

Austin Municipal Board : soiletaaal aeaaen anual 1, 651, 813 
Central Electric & Gas Co seedee | 4, 361, 176 
Central Natural Gas Co - , a s 531, 430 
City of Cedar Falls, Iowa pcdenda ; aa 635, 603 
Interstate Power Co-- hacia bhidedaintable wth tliianidtitilendbiaktnl 1, 524, 923 
Iowa Electric Light & Power Co... a ¥ . . 5, 813, 828 
lowa-Illinois Gas & Electric Co i ih eSoatads 82, 371 
lowa-Minnesota Natural Gas Co-.- | 

Iowa Power & Light Co : 

Iowa Public Service Co.....-...------ 
Iowa Southern Utilities Co. 
Minneapolis Gas Co_---- 

Minnesota Natural Gas Co.- 

Minnesota Valley Natural Gas Co._...--- 
Municipal Public Utilities—Owatonna 
North Central Public Service Co. . 
Northern States Power Co_-- it ot 18, OB. 417 
Northern States Power Co.—Wisconsin......------------ 987,997 
Peoples Gas & Electric Co_. a. iememiecgune debenaaeammaee 5, 019, 067 
Public Utilities Commission—New Ulm...._._-_-___- 616, 431 
Town of Sanborn, Iowa_ - . . 105, 841 
Town of Sioux Center, Iowa ooh héboaecde d 63, 886 
Western States Utilities Co 178, 140 


Total Zone 3. 86, 981, 544 


Grand total 147, 296, 990 








Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PHILLIPS PETROLEUM COMPANY, DOCKET NO. G-10908 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued May 31, 1957) 


On May 3, 1957, Phillips Petroleum Company (Phillips) filed under Section 
19 (b) of the Natural Gas Act (Act) a “petition” for rehearing of our order 
issued herein on April 5, 1957, 17 F. P. C. 503, reversing the initial decision of the 
presiding examiner issued in the above-entitled proceeding on November 29, 
1956. In that order we held that, notwithstanding that an increase in rates 
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proposed by Phillips for sales to Panhandle Eastern Pipe Line Company (Pan- 
handle) was due to an averred misunderstanding of the contract and a claimed 
consequent undercharge, Phillips must, in order to increase the rates it was 
eharging on June 7, 1954, under its FPC Gas Rate Schedule No. 61 (which also 
constituted the contract between the parties), file a change in rates; and that 
the mere filing of a revised billing statement did not suffice. We pointed out 
that the Commission’s Regulations (Section 154.94 (a)) explicitly provide for 
no change in rates or charges in effect on and after June 7, 1954, without the 
filing first of a “change in rates” under the Act and the Commission’s Regulations. 

We reasoned further that there can be only one filed rate under which a 
particular sale may be made, as we held in the Dorchester* decision ; that Phillips’ 
rate was the rate actually effective and actually being paid; and that an increase 
in that rate could only be accomplished by taking the steps the Act and our 
Regulations require, of filing a change in rates. Also we pointed out that any 
alternative policy would be administratively unworkable. In addition, we 
concluded that since Phillips had not filed a “change in rates” it was neither 
necessary nor proper that we pass upon subsidiary questions respecting what 
is the “correct” rate for the sale of natural gas by Phillips to Panhandle under 
the rate schedule (contract). Also we denied Phillips’ request to reopen the 
record to put in evidence certain lease agreements claimed to substantiate 
its interpretation of the contract between it and Panhandle. 

Phillips now contends that our order is erroneous and should be withdrawn, 
asserting a number of claimed errors in law and abuses of discretion. We con- 
sider that no useful purpose would be served by any detailed discussion of 
Phillips’ various contentions, in view of the provisions of Section 154.94 (a) 
of the Commission’s Regulations under the Natural Gas Act, which are explicit 
and controlling, that— 

No change shall be made in any rate, charge, or service in effect on and 
after June 7, 1954, for the interstate transportation or sale of natural gas 
in interstate commerce subject to the jurisdiction of the Commission by 
any independent producer required to file rate schedules pursuant to section 
154.92 hereof, without first filing a change in rates pursuant to Section 4 (d) 
of the Natural Gas Act and in accordance with this section. 

The incidents which must be complied with in the filing of a proposed change 
in rates, with respect to matters of both form and substance, including the 
proposed effective date and the like, are also specified in the Regulations. 
















































The Commission finds: 


The assignments of error and grounds for rehearing in the above-described 
application for rehearing set forth no new facts or principles of law which 
were not fully considered by the Commission when it adopted its above-described 
order issued April 5, 1957, or which having now been considered warrant any 
change or modification of said order. Such specifications of error, contentions 
and arguments contained in the above-described application for rehearing as 
are not specifically disposed of in the foregoing are without substantial support 
in evidence or reasonable basis in law or are immaterial to the correct decision 
of this case and should be denied. 


The Commission orders: 


The application for rehearing filed in these proceedings on May 3, 1957, by 
Phillips Petroleum Company is hereby denied. 
Commissioners Connole and Kline dissenting. 





*Order reversing initial decision of presiding examiner issued November 14, 1955, In 
the Matter of Dorchester Corporation, docket No. G-6505 (11 PUR 3d 189). 










Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—9619 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1957) 


El Paso Natural Gas Company (Applicant), a Delaware corporation, with 
its principal place of business in El Paso, Texas, filed on November 4, 1955, 
as amended January 3, 1956, September 24, 1956 and April 8, 1957, an applica- 
tion for a certificate of public convenience and necessity, pursuant to Section 
7 (c) of the Natural Gas Act, authorizing Applicant to render service as here- 
inafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Heretofore, by order issued In the Matter of El Paso Natural Gas Company in 
Docket No. G—2462 on February 2, 1955, as amended by order issued January 
9, 1956, Applicant was authorized, inter alia, to construct and operate a 660 
horsepower field compressor station (Townsend Station) in Townsend-Edison 
Field, together with 11.6 miles of 14-inch line between said station and the 
Saunders Gasoline Extraction Plant (plant), for the purpose of enabling Appli- 
cant to compress and transport for processing in said plant approximately 7,500 
Mcf of natural gas per day purchased from Warren Petroleum Corporation 
(Warren) and 4,000 Mcf per day obtained from other sources in the Townsend- 
Edison and Shoebar Fields, Lea County, New Mexico. Applicant subsequently 
constructed 1,000 horsepower of compression facilities at this station. 

Applicant now seeks authorization: 

(1) to operate the 340 horsepower of compression facilities which were in- 
stalled at Townsend Station without authorization from the Commission ; 

(2) to construct and operate an additional 1,500 horsepower of compression 
facilities at the Townsend Station for the purpose of enabling Applicant to 
purchase an additional 10,500 Mcf of natural gas per day or a total of 18,000 Mcf 
per day from Warren in the Townsend-Edison Field ; 

(3) to construct and operate approximately 11.6 miles of 16-inch line paral- 
leling Applicant’s existing 14-inch Townsend Station-plant line for the purpose 
of enabling Applicant to purchase an additional 6,000 Mcf of natural gas per day 
at 14.9 psia or a total of 24,000 Mcf per day from Warren in the Townsend- 
Edison Field; and 

(4) to convert the Townsend Station from a two stage to a single stage station. 

The total estimated cost of the facilities described in (2), (3) and (4) above 
is $757,500. The actual cost of the presently installed 1,000 horsepower which 
includes the 340 horsepower described in (1) above was $281,914.25. 

By letter dated February 10, 1956, Applicant was granted temporary authority 
only to construct 1500 horsepower of compression facilities and by letter dated 
March 29, 1957 to operate 1840 horsepower and to construct and operate an 
additional 1350 horsepower of compression facilities at the Townsend Station. 

$y letter dated April 26, 1957, the aforesaid authority to construct and op- 


781 








782 FEDERAL POWER COMMISSION 





erate 1350 horsepower was revoked and Applicant was granted temporary 
authority to construct and operate the 11.6 miles of 16-inch line in lieu thereof 
and as now proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 23, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff Counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 











































The Commission finds: 





(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application, which are proposed to be constructed and/or operated by Applicant 
as integral parts of its existing natural gas pipeline system will be used in or 
for the transportation of natural gas in interstate commerce subject to the juris- 
diction of the Commission, and therefore, said facilities are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and/or operation by Applicant of the facilities referred 
to in paragraph (2) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate of 
public convenience and necessity should be granted and Applicant authorized to 
perform the aforesaid acts, operations, and service as hereinafter ordered and 
conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (ce) 
(1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned authorizing the construction 
and operation of the facilities referred to in Findings (2) and (4) hereof. 

(B) The certficate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by Appli- 
cant within 30 days from the date of issuance of this order. 

(C) That there shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder, the gen- 
eral conditions applicable to certificates as set forth in subsections (b): (ec) (3), 
(4); and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act. 

(D) That the construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by Applicant and any operation, 
service, or sale also authorized by said paragraph shall be actually undertaken 


and regularly performed by Applicant within 9 months from the date of issuance 
of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—10808 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1957) 


El Paso Natural Gas Company (Applicant), a Delaware corporation with prin- 
cipal place of business in El Paso, Texas, filed on July 25, 1956 an application for 
a certificate of public convenience and necessity, pursuant to Section 7 (c) of the 
Natural Gas Act, authorizing Applicant to render service as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in the 
application. 

Applicant proposes to construct and operate approximately 4.5 miles of 16-inch 
lateral pipeline extending from a point of interconnection with Applicant’s 20- 
inch San Juan-Maricopa line to the Agua Fria Power Plant together with a sales 
meter station adjacent to said plant. The plant is located in the SW/4, S36, 
T3N, R1E, Maricopa County, Arizona. 

These facilities will be used for the sale and delivery of natural gas by Appli- 
cant to the Arizona Public Service Company for resale to the Salt River Valley 
Water Users Association for power generation at their proposed Agua Fria Power 
Plant. The sale of the volumes of gas proposed to be delivered by means of said 
facilities was authorized by the Commission in Docket No. G—8940 at which time 
it was contemplated that the San Juan-Maricopa line would pass immediately 
adjacent to the Agua Fria Plant. Recent developments require slight changes in 
the route of said line. 

The estimated total cost of the facilities is $221,000 which will be financed by 
Applicant along with its proposals considered in Docket No. G—8940. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 27, 1957 respecting the matters involved in and the issues presented by the 
application. No petition to intervene in opposition or protest to the granting of 
the application has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas Act 
and subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation, which are proposed to be constructed and operated by Applicant as an 
integral part of its existing natural gas pipeline system will be used for the trans- 
portation of natural gas in interstate commerce subject to the jurisdiction of 
the Commission, and therefore, said facilities are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred to in 
paragraph (2) hereof are or will be required by the present or future public 
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convenience and necessity, and therefore, Applicant’s request for a certificate 
of public convenience and necessity should be granted and Applicant authorized 
to perform the aforesaid acts, operations, and service as hereinafter ordered and 
conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned authorizing the construction 
and operation of the facilities referred to in Findings (2) and (4) hereof. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by Applicant 
within 30 days from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsection (b); (c) (3), (4); 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act. 

(D) The construction of the facilities authorized in paragraph (A) hereof 
shall be completed and in actual operation by Applicant within 6 months from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, ET AL., 
DOCKET NO. G—11542, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
(Issued June 3, 1957) 


On November 28, 1956, Natural Gas Pipeline Company of America (Natural 
Gas), a Delaware corporation, with its principal office in Chicago, Illinois, filed in 
Docket No. G—11542 an application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing it to con- 
struct and operate certain facilities as hereinafter described : 

(1) Approximately 8.0 miles of 6-inch and 4.2 miles of 4-inch pipe lines, 
together with metering and other appurtenant facilities to be located in the Twin 
Field, Hansford County, Texas, and 

(2) Two main line taps, a 4-inch and a 6-inch on its existing 26-inch main 
line at points at Hansford County, Texas. 


The purpose of the proposed facilities, above described, is to enable it to take 
into its transmission pipeline system supplies of natural gas produced by the five 
independent producers named in the caption hereof, all of whom produce natural 
gas in the Twin Field, Hansford County, Texas. The gas to be purchased and 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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delivered in the field will be commingled with other supplies of natural gas and 
sold to existing customers now being served by its transmission system, all as 
more fully represented in the application filed in this proceeding. 

The estimated total cost of the proposed facilities described in (1) above is 
$328,600, and for those in (2), $5,600, which said costs will be financed from 
available company funds. 

The estimated gas reserves in the Twin Field to be transported by the proposed 
facilities, as of October 1, 1956, is 46,185 MMcf at 14.73 psia. The gas supply 
which will become available by operation of the proposed facilities is reasonably 
adequate to justify the construction of the proposed facilities. 

7 > * * * = > 

Deliveries of natural gas from the several leases and acreages, as more fully 
described in the applications on file with the Commission and the exhibits there- 
unto attached and made a part thereof are to be made in the Twin Field, Hans- 
ford County, Texas, where the gas is produced and will be commingled with other 
gas in the system of Natural Gas and transported to other states and sold to 
present customers of Natural Gas. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
May 23, 1957, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Natural Gas Pipeline Company of America, a Delaware corporation, with 
its principal office in Chicago, Illinois, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of October 13, 1942, in Docket No. G—-235 (3 FPC 830). 

(2) The proposed facilities of Natural Gas Pipeline Company of America, 
hereinafter described, will be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, as integral parts 
of its existing pipeline system, and the construction and operation thereof are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

+ x * - * = >. 

(5) The Applicants in these consolidated proceedings are able and willing to 
do the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(6) The proposed construction and operation of the facilities by Natural Gas 
Pipeline Company of America and the proposed sales of natural gas by the 
independent producer Applicants named, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor are 
required by the public convenience and necessity, and a certificate therefor 
should be issued to each Applicant as hereinafter ordered and conditioned. 

(7) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20), should attach to the certificate herein issued to Natural Gas Pipeline 
Company of America in Docket No. G-11542 and to the exercise of the rights 
granted thereunder. The time within which construction of the facilities author- 
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ized by this order shall be completed and in actual operation should be 6 months 
from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued 
to Natural Gas Pipeline Company of America in Docket No. G—11542, authorizing 
the construction and operation of the facilities hereinbefore described, all as 
more fully described in its application in this proceeding for the transportation 
and sale of natural gas, as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

~ * * * ~ * * 

(C) The certificate issued to Natural Gas Pipeline Company of America shall 
be accepted in writing and under oath by a responsible official of Natural Gas 
Pipeline Company of America and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (3), (ec) (4) and (e) of Section 157.20 of the Com- 
mission’s Regulations shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and the exercise of the rights granted thereunder. 

(D) The time within which Natural Gas Pipeline Company of America shall 
construct and place in actual operation the facilities authorized herein is hereby 
fixed at 6 months from the date of issuance of this order, as provided by Section 
157.20 (b) of the Commission’s Rules of Practice and Procedure. 

= * * *” *~ * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-11603 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1957) 


Permian Basin Pipeline Company (Applicant), a Delaware corporation with 
its principal office in Omaha, Nebraska, filed on December 17, 1956, an appli- 
cation, as supplemented on January 14, 1957 and amended February 25, 1957, 
pursuant to Section 7 of the Natural Gas Act, for a certificate of public con- 
venience and necessity, authorizing Applicant to transport, sell and deliver 
up to 30,000 Mcf daily of natural gas to El Paso Natural Gas Company (El Paso) 
for the period ending November 1, 1957,- subject to the jurisdiction of the 
Commission, all as more fully represented in the application, which is on file 
with the Commission, and open to public inspection. 

Permian will deliver the gas to El Paso at Permian’s Sprayberry Compressor 
Station in West Texas where the two systems interconnect. In addition, 
Permian proposes to transport the gas for El Paso from the Sprayberry Station 
to El Paso’s Plains Station by means of its existing transmission facilities. 

The record shows (1) Applicant and El Paso have entered into an agreement 


dated January 25, 1957 under which during the period ending on November 1, 
1957, Applicant will sell and deliver to El Paso, for El Paso’s uses 30,000 
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Mcf daily; (2) Applicant currently has available volumes of gas in excess 
of its authorized deliveries to Northern Natural Gas Company and (3) such 
sale will enable Applicant to obtain maximum utilization of its gas reserves. 

Temporary authorization was issued to Applicant on March 6, 1957, to sell 
up to 30,000 Mcf daily to El Paso as requested. 

El Paso will pay Permian 10 cents per Mcf for the gas plus 1.65 cents per 
Mcf for the transportation service to be rendered by Permian. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
eation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Permian Basin Pipeline Company, a Delaware corporation 
with its principal place of business in Omaha, Nebraska, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of May 1, 1953 in Docket No. G—1928. 

(2) The existing facilities hereinbefore described are proposed to be used 
in the transportation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of Applicant's 
existing pipeline system, and the operation thereof by Applicant for the purpose 
hereinbefore set forth is subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed operation of the existing facilities for the purpose herein- 
before described is required by the public convenience and necessity, and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) (b), and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure (18 CFR 157.20) should attach 
to the issuance of the certificate referred to in paragraph (4) above, and to 
the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to operate its existing facilities as described 
herein, and as more fully set forth in the application in this proceeding, for 
the transportation and sale for resale of volumes of natural gas up to 30,000 
Mcf daily to El Paso as therein set forth, upon the terms and conditions of this 
order, for the period ending November 1, 1957. 

(B) That there shal attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder, the 
general conditions applicable to certificates as set forth in subsections (a), (b), 
and (e) of Section 157.20 of the General Rules and Regulations of the Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


TOWN OF GREENBRIER, TENNESSEE, DOCKET NO. G-11709 
ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 
(Issued June 8, 1957) 


Town of Greenbrier, State of Tennessee, (Applicant), a municipal corpora- 
tion, under the laws of Tennessee, filed on January 7, 1957, an application, 
pursuant to Section 7 (a) of the Natural Gas Act, and a supplement thereto on 
February 13, 1957, for an order directing Tennessee Gas Transmission Company 
(Tennessee Gas) to establish physical connection of its transportation facilities 
with Applicant’s proposed natural gas distribution system and to sell and deliver 
natural gas to Applicant for distribution and resale to consumers located in its 
service area, all as more fully described in the application. 

Applicant proposes to construct and operate a natural gas distribution system 
in the municipality and in nearby areas in Tennessee and to sell the natural 
gas purchased from Tennessee Gas to the inhabitants for domestic and com- 
mercial purposes. The estimated initial cost of construction of the proposed 
facilities is $85,000. Financing of the proposed construction will be by the 
issuance of revenue bonds. The estimated annual and peak day gas requirements 
in Mcf are as follows. 





Annual | Peak day 








The estimated construction cost includes the cost of installing about 2000 feet 
of 4-inch pipeline connecting the proposed distribution system to the nearby main 
line of Tennessee Gas. 

Tennessee Gas filed on March 8, 1957, pursuant to the applicable Rules of 
Practice and Procedure, an answer to the application stating in substance that it 
can deliver the small quantities of natural gas to Applicant without impairing 
its service to other customers, but that it should not be directed to serve new 
customers until its present customers have received the gas supplies they have 
requested. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by publication in the Federal Register on April 25, 1957 (22 FR 
2925 and 2926). No protest or petition to intervene has been filed in this 
proceeding. 


The Commission finds: 


(1) Tennessee Gas Transmission Company, a Delaware corporation, with its 
principal office at Houston, Texas, is engaged in the transportation of natural 
gas and in the sale of natural gas for resale in interstate commerce and is a 
“natural gas company” within the meaning of the Natural Gas Act as was here- 
tofore found by the Commission in its order of August 1, 1947, in Docket No. 
G-808 (6 FPC 122). 
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(2) The Town of Greenbrier, Tennessee is a municipal corporation legally au- 
thorized by the laws of the State of Tennessee to engage in the local distribution 
and sale of natural gas to the public for domestic and commercial uses. 

(3) It is necessary and desirable in the public interest that Tennessee Gas be 
directed to establish physical connection of its natural gas transportation facili- 
ties with the natural gas facilities proposed to be constructed and operated by 
Applicant and to sell and deliver up to a maximum volume of 428 Mcf of natural 
gas per day to the Applicant for resale and distribution in the Town of Greenbrier 
and nearby areas. 

(4) The ability of Tennessee Gas to render adequate service to its existing 
customers will not be impaired and no undue burden will be placed upon Tennes- 
see Gas as a result of the direction contained in the foregoing paragraph (3). 


The Commission orders: 





(A) Tennessee Gas Transmission Company is directed to establish physical 
connection of its natural gas transportation facilities with the facilities pro- 
posed to be constructed and operated by the Town of Greenbrier, as hereinbefore 
described, and to sell and deliver natural gas up to 428 Mcf per day to Applicant 
for distribution and sale to the area to be served as hereinbefore stated and as 
more fully described in the application. 

(B) Tennessee Gas shall report to the Commission in writing and under oath, 
the date of commencement of the service to Applicant within 30 days after the 
commencement of such service. 

(C) Applicant shall be prepared to receive gas from Tennessee Gas within one 
year from the date of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-12031 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 3, 1957) 





Permian Basin Pipeline Company (Applicant), a Delaware corporation with 
its principal place of business at Omaha, Nebraska, filed an application on 
February 18, 1957, pursuant to Section 7 of the Natural Gas Act, for authority 
to sell and deliver natural gas to El Paso Natural Gas Company (El Paso), as 
hereinafter described subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Applicant proposes to sell to El Paso an average of approximately 10,000 
Mcf of natural gas per day, through an existing interconnection of field 
facilities of both companies in Lea County, New Mexico, such sale to terminate 
one year after date of first delivery. 

Applicant purchases natural gas from various fields in West Texas and in 
Lea County, New Mexico. The gas is transported through Applicant’s facilities 
in Texas and New Mexico to its Plains Measuring Station in Yoakum County, 
Texas, where said gas is delivered and sold to Northern Natural Gas Company 
for resale. Due to a temporary oversupply of natural gas, Permian has not 
been purchasing its full allowable production from wells in Lea County, New 
Mexico. Should Applicant continue to take less than the full allowables from 
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the Lea County fields, it faces the possibility of cancellation of allowables by the 
Oil Conservation Commission of New Mexico. By selling to El Paso the volumes 
of gas in excess of its current market demands, Permian hopes to avoid any 
increases in its under-production and thereby minimize the possibility of 
cancellation of allowables in the Lea County fields. 

The record shows that the proposed sale will in no way impair service to 
Applicant’s present customers and that such sale will have no significant effect 
upon its total estimated available gas reserves. 

On March 25, 1957 temporary authority was granted for the proposed sale 
of gas by Permian to El Paso for a twelve-month period or a total of 3.7 billion 
cubic feet, whichever comes first. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The sale of natural gas heretofore described, as more fully described 
in the application, will be made in interstate commerce, subject to the juris- 
diction of the Commission and is subject to the requirements of Subsections 
(ec) and (e) of Section 7 of the Natural Gas Act. 

(3) The sale of natural gas by Applicant is required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order authorizing the sale and delivery 
of natural gas by Applicant to El Paso Natural Gas Company as hereinbefore 
described, and as more fully described in the application in this proceeding, 
for a twelve-month period from the date of issuance of temporary authorization 
on March 25, 1957, or until a total of 3.7 billion cubic feet of gas has been 
delivered, whichever is earlier. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Applicant within 30 days 
from issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-—12032 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT AND ISSUING CER 
TIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 4, 1957) 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Omaha, Nebraska, filed an application on 
February 18, 1957, pursuant to Section 7 of the Natural Gas Act for permission 
to abandon and authority to acquire and operate natural gas facilities as herein- 
after described, subject to the jurisdiction of the Commission, all as more fully 
represented in the application. 

Applicant proposes to purchase certain branch line facilities presently owned 
by four of its utility customers in Iowa, Minnesots, Nebraska and South Dakota. 
The customers and facilities involved are as follows: 


Utility customer Facilities to be purchased 
Iowa Public Service Com- Approximately 10.69 miles of 6-inch branch line to 
pany. Yankton, South Dakota. Approximately 1.9 miles 
of 2-inch branch line to Gayville, South Dakota, the 
2-inch line being attached to the 6-inch Yankton line. 
Iowa Power and Light Approximately 4.7 miles of 2-inch branch line to Gris- 
Company. wold, Iowa. 
Central Electric and Gas Approximately 0.54 of a mile of 6-inch branch line to 
Company. Beatrice, Nebraska. 
Minnesota Natural Gas Approximately 20.6 miles of 4-inch branch lines to 
Company. Worthington, Minnesota. These are two parallel 
lines, each line being about 10.3 miles long. 


Applicant states that these facilities are owned by the utilities and are leased 
to Applicant who has been operating and maintaining them for a number of 
years. 

Applicant also seeks permission and approval to abandon and sell to Iowa 
Public Service Company approximately 1.38 miles of Applicant’s 8-inch line 
between its present town border station for Yankton, South Dakota and a pro- 
posed new town border station to be built on the lines serving that town. 
Applicant states that at the time of its construction, the present station was a 
considerable distance from residential areas and buildings. Since that time, 
dwellings and other structures have been built in the station area. For reasons 
of public safety, Northern proposes to relocate the station in an area beyond 
existing dwellings and structures, and sell to Iowa Public Service the 1.38 miles 
of 8-inch line between the present and proposed town border stations, to be 
operated as part of the distributor’s system in Yankton. 

Applicant states that the proposed sale of facilities to Iowa Public Service 
Company, and purchase of the lines from Applicant’s utility customers will 
not result in any abandonment or other change in service. Nor will there be 
any change in the capacity or gas supply available to Northern’s customers. 
The proposed transaction will result only in Applicant owning all the facilities 
it operates, and the various distributors owning all the facilities operated by 
them. 
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The application shows the depreciated original cost of all the facilities to be 
acquired is $207,390, and that Applicant has agreed to pay $146,500, the difference 
of $60,890 being credited to its depreciation reserve. The purchase will be 
financed out of funds on hand. 

Sale of the Yankton line by Applicant to Iowa Public Service Company will 
be made at an agreed price of $25,500. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitied and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Northern Natural Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order issued April 6, 1948 in Docket No. G—280 (3 F. P. C. 967). 

(2) The facilities proposed to be acquired, and as hereinbefore described, 
are used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of Applicant's 
existing pipeline system, and the acquisition thereof is subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The facilities proposed to be abandoned, as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce sub- 
ject to the jurisdiction of the Commission and such abandonment is subject to 
the requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(4) The proposed abandonment and acquisition of the facilities for the pur- 
pose requested are required by the public convenience and necessity, and per- 
mission and authorization therefor should be granted as hereinafter ordered 
and conditioned. 

(5) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval be and is hereby granted Applicant to abandon 
facilities as heretofore described, as more fully represented in its application 
and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be and is hereby issued 
to Applicant authorizing the acquisition of facilities for the transportation 
and sale of natural gas in interstate commerce for resale, as hereinbefore de- 
scribed and as more fully described in the application and exhibits in this 
proceeding. 

(C) The authorization and approval granted herein shall be consummated 
within one year from the date of issuance of this order and the Commission 
shall be notified of the completion of such abandonment and acquisition within 
30 days from the time of such completion. 
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3efore Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY AND PUBLIC UTILITY DIS- 
TRICT NO. 1 OF CHELAN COUNTY, WASHINGTON, PROJECT NO. 943 


ORDER DENYING APPLICATION FOR AMENDMENT OF LICENSE (MAJOR) 
(Issued June 4, 1957) 


Application was filed October 18, 1956, by Puget Sound Power & Light Com- 
pany and Public Utility District No. 1 of Chelan County, Washington, licensees 
for major Project No. 943, located on the Columbia River in Chelan, Douglas 
and King Counties, Washington, for amendment of the license for the project as 
hereinafter specified. 

The application seeks amendment of the license to exclude therefrom (1) 
approximately 14.7 miles of transmission line between Stevens Pass and Skyko- 
mish in King County (a portion of the Rock Island-Skykomish-Beverly Park 
110-kv line) and (2) approximately 7.9 miles of transmission line between 
the Rock Island hydroelectric plant switching station and a point near Stemilt 
Creek in Chelan County (a portion of the Rock Island-Renton 110-kv line) and 
(3) to eliminate Puget Sound Power & Light Company as a licensee for the 
project. 

Public Utility District No. 1 of Chelan County, Washington, has acquired title 
to all the project properties under license as Project No. 943 with the exception 
of the above-mentioned lines sought to be excluded from the license for the 
project. 


The Commission finds: 


Since the lines sought to be excluded from the license are part of Project 
No. 943 within the meaning of Section 3 (11) of the Federal Power Act (Com- 
mission orders issued February 20, 1947, and February 26, 1946, respectively), 
the application for amendment of the license should be denied. 


The Commission orders: 


The aforesaid application for amendment of the license for Project No. 943 
is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WISCONSIN PUBLIC SERVICE CORPORATON, DOCKET NO. E-6746 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued June 6, 1957) 


Wisconsin Public Service Corporation (Applicant), incorporated under the 
laws of the State of Wisconsin and qualified to do business as a foreign corpo- 
ration in the State of Michigan, with its principal place of business in Milwaukee, 
Wisconsin, filed an application on April 29, 1957, as supplemented May 20, 
and June 5, 1957, for authority, pursuant to Section 204 of the Federal Power 
Act, to issue not to exceed $8,200,000, principal amount of short-term Promissory 
Notes outstanding at any one time. 
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The proposed Notes will be issued to evidence bank loans to Applicant by 
several commercial banks located in Milwaukee, Wisconsin, Chicago, Illinois, 
New York, New York, and others located in Applicant’s operating territory. 
They will be issued from time to time during the period from June 10, 1957, to 
December 31, 1957, in the form of original Notes or in renewal or replacement 
of Notes currently outstanding or to be issued. Applicant states that its 
currently outstanding Promissory Notes of a maturity of one year or less total 
$3,200,000, principal amount. Certificates of notification have been filed by 
Applicant pursuant to Section 204 (e) of the Federal Power Act covering those 
Notes. 

Each of the Notes will mature one year from the date of issue but in no event 
later than September 30, 1958, and will bear interest at the prime rate in effect 
in New York City at the time of each borrowing. None of the Notes proposed 
to be issued will be resold to the general public, and no finder’s fee or other 
negotiation fee, commission, or remuneration will be paid in connection there- 
with to any third person, 

The proceeds to be obtained from the proposed issuance of Promissory Notes 
will be applied as interim financing for Applicant’s current construction program, 
which is estimated to require about $12,553,000 for 1957. Of that amount, the 
largest single item will be $3,974,000 for construction during 1957 upon a 75,000 
kw addition to the Pulliam steam-electric generating station at Green Bay, 
Wisconsin. Other major items include $3,466,000 for additions to Applicant’s 
electric distribution plant and $2,466,000 for gas production, transmission, and 
distribution facilities. 

Applicant plans to undertake permanent financing arrangements in October 
and November, 1957, to repay all its bank loans then outstanding, and to secure 
additional funds for future construction expenditures, unless such is precluded 
by market conditions or other circumstances prevailing at that time. 

Written notice of the application has been given to the Wisconsin Public Service 
Commission and the Michigan Public Service Commisson, and to the Governors 
of those States. Notice has also been given by publication in the Federal Register 
on May 9, 1957 (22 F. R. 3267), stating that any person desiring to be heard or 
to make any protest with reference to the application should file a petition or 
protest on or before May 24, 1957, with the Federal Power Commission, Washing- 
ton 25, D. C. No protest, petition or request to be heard in opposition to the 
granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utilty within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued December 17, 
1953, In the Matter of Wisconsin Public Service Corporation, Menominee and 
Marinette Light and Traction Company, Docket No. E-6533. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $8,200,000, all as described above, will constitute an issuance of securi- 
ties within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $8,200,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204 (e) from the requirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance is, there- 
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fore, not exempt by virtue of that Section from the requirements of Section 204 
of the Act. 

(5) The proposed issuance of Promissory Notes will be exempt from the com- 
petitive bidding requirements of Section 34.1la of the Commission’s Regulations 
under the Federal Power Act by reason of Paragraph 34.la (a) (2) thereof. 

(6) The proposed issuance of securities, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of Applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper per- 
formance of service by Applicant as a public utility, and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $8,200,000 outstanding at any one time, whether an original issue or a 
renewal or replacement Note, upon the terms and conditions and for the purposes 
set forth in the application, all as described above, be and the same hereby is 
authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions authorized herein 
are consummated on or before December 31, 1957. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MONTANA POWER COMPANY, DOCKET NO. E-6750 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued June 7, 1957) 


The Montana Power Company (Applicant), a corporation organized under 
the laws of the State of New Jersey, and doing business as a qualified foreign 
corporation in the States of Montana, Idaho, and Wyoming, with its principal 
place of business at Butte, Montana, filed an application on May 6, 1957, with 
amendments thereto on May 20, 1957 and June 3, 1957, for authority, pursuant 
to Section 204 of the Federal Power Act, to issue up to an aggregate of $25,000,000 
principal amount of short-term Promissory Notes, including as a part thereof 
the renewal of approximately $9,500,000, principal amount of short-term un- 
secured Promissory Notes which Applicant expects to issue pursuant to Section 
204 (e) of the Act. 

Applicant proposes to borrow funds from commercial banks from time to time 
as required and to issue therefor its unsecured Promissory Notes with a maturity 
of not to exceed one year from date of issue. The Notes will be renewed as 


2 At the present time Applicant has $4,500,000 principal amount of outstanding short- 
term Promissory Notes for which certificates of notification have been filed pursuant to 
Section 204 (e) of the Act. 
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required, but it is contemplated that the final due date of the borrowing will 
be December 31, 1958. Applicant expects to issue the proposed Notes at a rate 
of interest not to exceed the prime interest rate which is being charged in 
New York, New York, at the date of the respective borrowings. Applicant states 
that such rate at the present time is 4% per annum. Applicant further states 
that the proposed Notes will not be resold to the general public and that no 
finder’s fee or other fee, commission or remuneration is to be paid in connection 
therewith to any third person for negotiating the transaction. 

The proceeds to be obtained from the proposed issuance of Notes will be used 
by Applicant in payment of its current construction program. During the 
balance of 1957 and a portion of 1958 the scheduled expenditures for such con- 
struction program total $25,360,000: $6,897,000 for natural gas, water, steam, 
telephone, and oil business (including advances of $1,455,000 to Applicant’s 
Canadian natural gas subsidiaries) and $18,463,000 for electric business. The 
proposed expenditures for Applicant’s electric utility business are allocated as 
follows: $9,500,000 to H. H. Cochrane Hydroelectric Development; $2,338,000 
to 161 KV Transmission Line, Kerr-Missoula-Anaconda and two substations; 
$475,000 to micro wave system ; $450,000 to miscellaneous electrical equipment ; 
and $5,700,000 to budgeted replacements, improvements and additions. 

The application states that the Applicant desires to replace the proposed short- 
term Notes by the issuance of long-term securities at an appropriate time con- 
sistent with its requirements for funds and market conditions. It is contemplated 
that such permanent financing would be carried out by December 31, 1958. 
Applicant contemplates the sale of not to exceed 100,000 shares of common stock, 
with the balance of permanent financing to be accomplished through issuance of 
First Mortgage Bonds. 

Written notice of the application has been given to the Board of Railroad 
Commissioners of Montana, the Public Utilities Commission of Idaho, the Public 
Service Commission of Wyoming, and to the Governor of each of those States. 
Notice of the application has also been given by publication in the Federal 
Register on May 16, 1957 (22 F. R. 3444-5), stating that any person desiring 
to be heard or to make any protest with reference to the application should on 
or before June 3, 1957, file with the Federal Power Commission, Washington 25, 
D. C., a petition or protest. No petition or protest or request to be heard in 
opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of New Jersey. Applicant owns and operates facilities 
for the transmission and sale at wholesale of electric energy generated in Mon- 
tana and consumed in Idaho, Washington, and Wyoming and of electric energy 
generated in Idaho and consumed in Montana, all of which facilities are in 
addition to, and do not include, facilities used for the generation of electric 
energy, facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter. Applicant is, therefore, a public 
utility within the meaning of that term as used in Section 204 of the Act. 

(2) The proposed issuance of Promissory Notes, all as described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes, all as described above, will 
be in excess of 5% of the par value of other securities of Applicant, and, there- 
fore, will not be exempt by virtue of Section 204 (e) of the Act from the 
requirements of Section 204 (a) of the Act. 
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(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of 
Promissory Notes, described above, is, therefore, not exempt by virtue of that 
section from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.1a of the 
Commission’s Regulations under the Act by reason of Section 34.la (a) (2) 
of those Regulations. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The issuance of Promissory Notes as proposed by Applicant, whether an 
original issue or a renewal, in the aggregate principal amount of $25,000,000 
outstanding at any one time, upon the terms and conditions and for the pur- 
poses set forth in the application, as amended, all as described above, be and 
the same hereby is authorized, subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of 
all Promissory Notes to be issued pursuant thereto being not later than 
December 31, 1958. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
whatsoever now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUGET SOUND POWER AND LIGHT COMPANY, DOCKET NO. E-6753 
ORDER AUTHORIZING ISSUANCE OF SECURITIES 
(Issued June 7, 1957) 


Puget Sound Power and Light Company (Applicant), incorporated under the 
laws of the State of Massachusetts and qualified to do business as a foreign 
corporation in the State of Washington, with its principal place of business 
in Seattle, Washington, filed an application on May 8, 1957 as amended May 17 
and June 6, 1957, for an order pursuant to Section 204 of the Federal Power Act 
authorizing the issuance (1) of $20,000,000, principal amount of First Mortgage 
Bonds, Series due 1987, to be sold at competitive bidding, and (2) of $25,000,000, 
principal amount of Promissory Notes. 

Applicant proposes to issue the Bonds under its Indenture of First Mortgage, 
dated as of June 2, 1924, to Old Colony Trust Company of Boston, Trustee, as 
heretofore supplemented and modified, and as to be further supplemented and 
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modified by a proposed Forty-Second Supplemental Indenture to be dated as of 
July 1, 1957. 

On or about June 12, 1957, Applicant proposes to invite sealed, written bids for 
the purchase of the Bonds by newspaper publication and by distribution of a 
Form of Bid, together with a statement of terms and conditions relating thereto 
and a form of purchase agreement. All bids, whether from a single bidder or 
a group of bidders, must be on the Form of Bid furnished by Applicant, and 
must be for the purchase of all the Bonds. Each bid must specify, among other 
things, (1) the interest rate to be borne by the Bonds, which rate shall be a 
multiple of 4% of 1 per cent; (2) the price exclusive of accrued interest to be 
paid to Applicant for the Bonds, which shall be not less than 100% or more 
than 102.75% of the principal amount thereof; and (3) that Applicant shall be 
paid the amount of the accrued interest on the Bonds from July 1, 1957, to the 
date of payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds, 
whether from a single bidder or a group of bidders, must be presented to Appli- 
eant at or before 12:00 Noon, New York City Time, on June 25, 1957, at No. 90 
Broad Street, 19th Floor, New York, New York. Unless Applicant shall reject 
all bids, which it reserves the privilege to do, or shall exclude a bid or bids for 
reasons specified in the statement of terms and conditions contained in the 
Invitation, Applicant will accept the bid which shall result in the lowest annual 
cost of money to it. 

Each bid must be accompanied by a certified or bank cashier’s check or checks 
in the aggregate amount of $1,000,000, payable in New York Clearing House funds. 

With respect to the proposed Promissory Notes, Applicant intends to enter 
into a credit agreement with eighteen commercial banks whereby from time to 
time it will be able to issue such Notes in the aggregate principal amount of 
$25,000,000. The proposed Notes will be issued during the period from August 1, 
1957, or from the date of the payment in full of all outstanding Notes issued 
under its credit agreement of August 1, 1955,’ whichever date is later, to January 
31, 1959. Each of the Notes will be dated as of the time of delivery thereof, will 
mature January 31, 1959, and will bear interest at the prime rate in effect in 
New York City for commercial bank loans at the time of the particular borrow- 
ing. The application states that such prime rate was 4% on May 20, 1957. All 
Notes are subject at any time to prepayment, without premium, either in their 
entirety or in part (ratably as to all Notes of the same date, if in part) at the 
principal amount so prepaid upon payment of interest then accrued upon that 
amount. The agreement further provides that Applicant shall pay a commit- 
ment fee computed at the rate of 4 of 1% per annum on the daily unused 
amount of the credit available. Applicant has the right at any time to terminate 
or to reduce in an amount not less than $500,000 at any one time the amount of 
the unused commitment. None of the Notes proposed to be issued will be resold 
to the general public, and the application indicates that no finder’s fee or other 
negotiation fee, commission or remuneration will be paid in connection therewith 
to any third person. 

The proposed issuance of Promissory Notes will serve as a source of interim 
financing until Applicant completes additional permanent financing arrange- 
ments, the exact nature of which has not been determined at this time. 


1 By order issued September 6, 1955, In the Matter of Puget Sound Power and Light 
Company, Docket No. E—6639, the Commission authorized Applicant to issue a maximum 
of $20,000,000, principal amount of Promissory Notes with a final maturity date of not 
later than July 31, 1958. 
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Applicant will apply the proceeds to be obtained from the proposed issuances 
of Bonds and Promissory Notes, estimated in the approximate total amount of 
$45,000,000, (1) to discharge an anticipated $20,000,000, principal amount of 
Promissory Notes which Applicant has presently issued or will have issued prior 
to completing the issuance and sale of Bonds here contemplated;? (2) to 
reimburse its treasury for various construction expenditures already made; 
and (38) to finance additional construction. The application states that Appli- 
cant’s 1957 construction program expenditures will approximate $24,800,000 
Costs represented by that amount include $10,000,000 for construction upon its 
140,000 kw Upper Baker River hydroelectric generating station at Concrete, 
Washington, and $9,722,600 for additions to its distribution plant and betterments 
of its present distribution facilities. Applicant’s overall construction program 
for the years 1956-1959 inclusive is estimated to require total expenditures of 
approximately $90,000,000, of which more than $47,000,000 is expected to have 
been spent by the end of 1957. 

Written notice of the application has been given to the Washington Public 
Service Commission and to the Governor of that State. Notice of the application 
also was published in the Federal Register on May 18, 1957 (22 F. R. 3492), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before June 4, 1957, 
with the Federal Power Commission, Washington 25, D. C. No protest or peti- 
tion or request to be heard in opposition to the granting of the application has 
been received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore determined and set forth in the Commission's order issued September 
6, 1955, In the Matter of Puget Sound Power and Light Company, Docket No. 
E-6639. 

(2) The proposed issuance of Bonds and the proposed issuance of Promissory 
Notes in the aggregate principal amount of $25,000,000, both as described above, 
will constitute, in either case, an issuance of securities within the purview of 
Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $25,000,000, as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt 
by virtue of Section 204 (e) from the requirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and neither of the proposed 
issuances of securities, therefore, is exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $25,000,000, as described above, will be exempt from the competitive 
bidding requirements of Section 34.1a of the Commission’s Regulations under 
the Federal Power Act by reason of Paragraph 34.1a (a) (2) thereof. 

(6) The proposed issuance of Bonds and the proposed issuance of Promissory 
Notes, both as described above, as hereinafter authorized, will be for a lawful 


2Tbe previously mentioned credit agreement of August 1, 1955, pursuant to which 
Applicant will have issued the $20,000,000, principal amount of Notes, requires that in 
the event that Applicant shall issue additional Bonds, such Notes then outstanding shall 
be discharged from the proceeds thereof. 
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object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper perform- 
ance by Applicant of service as a public utility and which will not impair its 
ability to perform that service, and is reasonably appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance of Bonds and the proposed issuance of Prom- 
issory Notes, upon the terms and conditions and for the purposes specified in the 
application, all as described above, be and the same are hereby authorized 
subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Commis- 
sion by telephone and telegram as contemplated by Section 34.9 of the Regu- 
lations ; 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless the 
transaction thus authorized is consummated within 90 days from the date of 
issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NOS. G-1705, ET 
AL., MISSOURI CENTRAL NATURAL GAS COMPANY AND CITY OF 
MACON, MISSOURI, DOCKET NO. G-4611 


ORDER AMENDING ORDER SEVERING PROCEEDINGS AND DIRECTING SALE AND DELIVERY 
OF NATURAL GAS 


(Issued June 7, 1957) 


On April 15, 1957, Missouri Central Natural Gas Company (Missouri Central) 
and the City of Macon, Missouri (Macon), filed a joint petition to amend the 
Commission’s order issued May 18, 1956 in Docket Nos. G—1705, et al., 15 F. P. C. 
1421. The joint petition proposed that the natural gas service allocated in the 
May 18, 1956 order to Missouri Central be reserved and allocated to and for the 
benefit of Macon. 

The order issued May 18, 1956, directed Panhandle Pastern Pipe Line Company 
(Panhandle) to sell and deliver from its lateral line at or near Moberly, Missouri, 
a maximum volume of 1,391 Mcf per day of natural gas to Missouri Central for 
service in the City of Macon and also in the small, unincorporated communities 
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of Cairo, Jacksonville, and Excello, all in Missouri. The maximum volume of 
1,391 Mcf was found to be adequate to provide for the peak day requirements 
through the third year of operation of Missouri Central’s proposed system: 

The joint petitioners stated that subsequent to the granting of this allocation 
and reservation of natural gas, they entered into an agreement dated January 24. 
1957, whereby Missouri Central agreed to sell to Macon its existing distribution 
facilities in that city and surrender its franchise and gas allocation to Macon 
and whereby Macon would construct and operate its own municipal gas system. 
Thereafter, Macon, as a municipal corporation legally authorized to engage in 
the sale and distribution of natural gas, by an election obtained authority to 
issue and sell revenue bonds for its proposed gas system. The Missouri Public 
Service Commission, by order effective April 5, 1957, approved the sale by Mis- 
souri Central of its gas system in Macon to the City of Macon. 

The area proposed to be served by Macon is substantially the same as that 
which was to be served by Missouri Central, except that it does not plan to 
construct any distribution facilities for service to the communities of Cairo, 
Jacksonville and Excello. Taps will be provided for ultimate sale of natural 
gas to the residents therein at some future time. Macon’s estimated peak day 
requirements through its third year of operation has been shown to be 1,262 
Mcef instead of 1,391 Mcf requested by Missouri Central, resulting in a reduction 
in peak demand of 129 Mcf. An allocation of 1,262 Mcf of natural gas to 
Macon would be consistent with the treatment accorded other Section 7 (a) 
applicants in these consolidated proceedings. 

Macon estimates that the total capital cost of its proposed system will be 
approximately $600,133. Of this amount, up to $200,000 may be used to purchase 
the existing distribution system and rights from Missouri Central, $299,133 is 
attributable to cost of construction of the transmission facilities, and $101,000 
will be used for additions to the distribution system. 

Macon plans to finance its proposed system by issuing $595,000 of 20-year, 
4% percent gas revenue bonds. Five different investment firms have sub- 
mitted both their intentions to bid on the proposed bond issuance and their 
own statements in support of the financial feasibility of the proposed system. 
Macon’s estimates of revenues and operating expenses indicate that with a gas 
allocation sufficient for its proposed operations through the third year, 1,262 
Mcf, and debt service based upon a 20-year amortization of the bonds, a debt 
service coverage ratio of 1.5 will be achieved. Based upon a 30-year amorti- 
zation, the debt service coverage ratio would be 2.4. It would, therefore, appear 
that the financial feasibility of the Macon system has been established within 
the criteria applied by the Commission to other Section 7 (a) applications in 
these consolidated proceedings.’ 

The Commission on May 17, 1957, issued a Notice of Petition to Amend Order 
to all parties of record in the consolidated proceedings, requiring protests or 
answers to such petition to be filed on or before June 3, 1957. No protests or 
answers to the petition have been filed. Panhandle, however, by letter dated 
and filed June 3, 1957, pursuant to Section 1.10 of the Commission’s Rules of 
Practice and Procedure, stated that it desires to reiterate its position that the 
maximum delivery pressure available to Macon is 150 pounds and that Panhandle 
will not agree to deliver gas in excess of that pressure. Panhandle points out 
in its letter that Macon’s project calls for 150 pounds pressure to deliver up to 
1920 Mcf daily which volume exceeds the allocation herein made by 658 Mcf. 


2These findings, like those contained in the May 18, 1956 order, do not con- 
stitute an endorsement of the subject project. Investors in the securities to be issued 
must exercise their own judgment upon these questions. In re Carolina Natural Gas 
Corp., 10 F. P. C. 469, 515. 
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The Commission finds: 


(1) It is necessary and desirable in the public interest that the Commission’s 
order issued in these consolidated proceedings on May 18, 1956 be amended 
so that Findings (4) and (5) shall contain the name of the City of Macon, 
Missouri, in lieu of the name of the Missouri Central Natural Gas Company 
and the Maximum Daily Requirement (Mcf) for the City of Macon, Missouri, 
shall be 1,262 Mcf. 

(2) The City of Macon, Missouri, is a municipal corporation legally authorized 
to engage in the local distribution of natural gas or artificial gas to the public. 

(3) The requirement that Panhandle serve the City af Macon, Missouri, as 
set forth above, will not place an undue burden upon Panhandle, or impair 
its ability to render adequate service to its existing customers. 


The Commission orders: 


(A) The Commission’s order issued in these proceedings on May 18, 1956, 
Paragraph (B), be and it is hereby amended so as to substitute the City of 
Macon, Missouri, for Missouri Central Natural Gas Company and to substitute 
the maximum daily volume 1,262 Mcf for 1,391 Mcf. 

(B) The Commission’s order issued in these proceedings on May 18, 1956, 
Paragraph (F), be and it is hereby amended to extend for six months from the 
issuance date of this order the time within which the City of Macon, Missouri, 
shall accept delivery of natural gas as hereinabove authorized and ordered. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-9169 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 7, 1957) 


On July 22, 1955, The Ohio Fuel Gas Company (Ohio Fuel), an Ohio corpora- 
tion with its principal place of business in Columbus, Ohio, filed an application 
in Docket No. G—9169 for a certificate of public convenience and necessity under 
Section 7 (c) of the Natural Gas Act, as amended, authorizing the construction 
and operation of approximately fifty feet of 234 inch O. D. pipe line in Morrow 
County, Ohio, for the sale of natural gas to the Farm Bureau Cooperative Asso- 
ciation for use in the drying of ingredients used in the manufacture of fertilizer, 
all as more fully described in said application which is on file with the Com- 
mission and open to public inspection. 

Under date of October 28, 1955, the Commission by air mail letter granted 
temporary authority to Ohio Fuel to construct and operate the natural gas trans- 
mission facilities as described in its application in Docket No. G-9169. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 29, 1957, respecting the matters involved in and the issues presented by 
the application. No petitions to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 
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The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business at Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order adopted August 21, 1945, in Docket No. G-371 (4 F. P. C. 1033). 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are used in the transportation of natural gas in interstate commerce 
as an integral part of Applicant’s existing pipeline system, and the construction 
and operation thereof by Applicant are subject to the requirements of Subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to continue the operation 
proposed and to conform to the provisions of the Natural Gas Act, and the require- 
ments, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure (18 C. F. R. 1.30) was unopposed by any party 
of record, and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing The Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(B) The certificate issued to Applicant is not transferable in any manner and 
shall be effective only so long as Applicant continues the operations authorized 
by this order and in accordance with the provisions of the Natural Gas Act, 
as well as applicable rules, regulations and orders of the Commission. 

(C) The certificate issued herein shall:-be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


HARPER OIL COMPANY, DOCKET NO. G-8715 
UPON APPLICATION FOR AN INCREASE IN RATE 


(Issued May 10, 1957) * 


Syllabus 





Commission holds that upon the basis of all the evidence in the record the rate 
in question is a lawful rate within the meaning of section 4 (a) of the Natural 
Gas Act. P. 809. 

T. Murray Robinson on behalf of Harper Oil Co. 

Leo E. Forquer on behalf of the staff of the Federal Power Commission. 

KELLY, Presiding Examiner: This is a rate case in which an independent pro- 
ducer seeks an increase in the price of natural gas sold to an interstate pipeline 


company pursuant to contract provisions. Evidence has been received upon the 








*Initial decision became the final decision and order of the Commission by order of 
the Commission issued June 10, 1957, infra, p. 809. 
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issue of the lawfulness of the proposed increased rate at the hearing held pur- 
suant to Commission order. The brief filed by Staff Counsel concedes the law- 
fulness of the rate upon the basis of the evidence in the record, There were no 
interventions. The natural gas in question is produced by Harper Oil Company 
(Harper) * in Oklahoma County, Oklahoma, and is sold to Cities Service Gas 
Company (Cities Service) for resale in interstate commerce. 

The basic contract for the sale of this gas is dated July 23, 1953, and it pro- 
vides for a price of 6 cents per Mcf until September 1, 1954, and a price of 10 
cents per Mcf thereafter until January 1, 1958. By letter agreement, dated 
March 1, 1954, the increased price of 10 cents per Mcf was made effective July 23, 
1954. The basic contract, filed with the Commission, has been designated as 
Harper’s F. P. C. Gas Rate Schedule No. 1, and the notice of this change of rate 
has been designated as Supplement No. 9 to said schedule. An improper filing 
of this notice of change was made on November 26, 1954 and was rejected; and a 
proper filing thereof was made with the Commission on March 7, 1955. The pro- 
posed increased rate was suspended by Commission order of April 5, 1955, but the 
Commission, by order of July 22, 1955, permitted the increased rate to become 
effective under bond as of May 26, 1955. 

The Commission, by order of May 27, 1955, directed that a public hearing be 
held commencing June 27, 1955, concerning the lawfulness of Harper’s proposed 
increased rate. Several continuances of the hearing were granted by the Secre- 
tary of the Commission and the Presiding Examiner, all being agreed to by the 
applicant and the Staff, and the hearing was finally commenced on April 19, 1956. 
On this date Harper presented its proof-in-chief and rested its case. A recess was 
thereupon granted to June 26, 1956 to give the Staff opportunity to prepare for 
cross-examination and the presentation of its own evidence; and the Presiding 
Examiner later further extended this recess to September 11, 1956, upon which 
date the Staff’s evidence was presented and the hearing was concluded. The 
applicant was given to October 22, 1956 to file an original brief, the Staff was 
given to November 19, 1956 to file its reply brief thereto, and the applicant was 
given to December 3, 1956 to file a final reply brief. By letter of November 30, 
1956, applicant’s counsel notified the Presiding Examiner that a final reply brief 
was not deemed necessary in view of the concession made by the Staff in its 
brief. 

The brief of Staff Counsel states that it appears from the evidence in the record 
that “the rate of 10 cents per Mcf is within the zone of reasonableness and that 
the rate proposed in Supplement No. 9 to Harper’s F. P. C. Gas Rate Schedule 
No. 1 is justified.” This statement of Staff Counsel is supported by the 
evidence. 

THE EVIDENCE 


Harper’s evidence.—Both Harper and the Staff have adduced evidence. Each 
has presented evidence of the cost of production and delivery of the gas to 
Cities Service and of the commodity value or field price thereof. The cost 
evidence offered by Harper does not cover its entire business but is limited to 
the costs applicable to the production and sale of natural gas to Cities Service 
under the rate filing here under consideration.2. The Staff’s evidence shows its 





1 The original applicant here was the Harper-Turner Oil Company. All of its producing 
oil and gas properties have been transferred to Harper Oil Company effective February 
1, 1955. Docket No. G-8715 and the rate schedule here involved have been amended 
accordingly. The name “Harper” used herein may indicate Harper Oil Company or its 
said predecessor. 


*95 percent of Harper’s gas sales are made from the area here in question. 
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calculations of the cost of the production and delivery of the gas so sold to 
Cities Service. 

Harper is an Oklahoma Corporation which is primarily engaged in the pro- 
duction of oil, producing and selling natural gas only incidentally to its oil 
operations. In 1940 Harper completed the first well in the area in Oklahoma 
County, Oklahoma, in which are located the wells from which is produced the 
gas sold to Cities Service under the rate filing here in question. The develop- 
ment of this area by Harper has been gradual and unhurried, and there have 
been drilled there altogether 120 oil wells of which 40 are dry holes. Gas is 
now being produced with oil from 80 wells. The applicant presented in evidence 
a map of this area upon which are shown all of the dry holes and producing 
wells and the gathering and other facilities of Harper used for the delivery of 
marketable gas into the pipeline of Cities Service. Harper owns substantial 
leasehold acreage in this area and is the operator of all the wells therein, in 
some of which non-operating associates have interests. The rate filing here 
involved was made by Harper on behalf of such associates as well as itself. 

Prior to 1946 all gas produced with the oil was flared, as the quantity of gas 
then being produced was deemed imsufficient to make profitable the construction 
of the facilities necessary to effect delivery thereof to a purchaser. In 1946 a 
contract of sale was made with Cities Service and Harper constructed such 
facilities at its own expense, which it presently owns and operates. There is a 
separator at each well; and while Harper does not extract the natural gasoline 
from the gas, it has enough scrubbers and drips to remove the fluids therefrom 
to make the gas marketable. There are facilities which compress the gas, where 
necessary, to enter the pipeline of Cities Service against the line pressure. Such 
compressing is necessary for about 80 percent of the gas now delivered. An 
extensive gathering system brings the gas to the compressor station and to the 
points of delivery. 

In seeking to justify its proposed increased rate, Harper has presented evidence 
of the cost of production and delivery of the gas involved. All of the gas sold 
under said rate being produced with oil, the joint production and development 
costs must be allocated between oil and gas. "There are also costs directly 
chargeable to the gas, such as the costs of construction and operation of the 
separators, scrubbers, drips, gathering system and compressing facilities which 
are necessary to effect the delivery of marketable gas. 

Harper’s Vice President appeared as the only witness in its behalf. He testi- 
fied that the exhibit which he presented showing the cost figures to support the 
rate increase sought, was prepared by accountants, engaged by Harper, from 
the books of the company to which they had free access. This exhibit shows the 
annual expenditures for the drilling and equipping of the wells here involved, 
and for the construction of the buildings and facilities needed in the field in 
connection with the operation of these producing wells, for each year from 1940 
to 1955, inclusive. Schedules with this exhibit give a breakdown of this produc- 
tion cost which shows the cost of each well drilled, including dry holes as well 
as producing wells. Allocation of these joint costs of production between oil 
and gas is shown in said cost exhibit. 

In 1940, at the outset of the development of this area, Harper engaged a 
petroleum engineer to make estimates of the oil and gas there in place. Those 
estimates then made have ever since been the basis of all calculations by the 
Harper management of remaining reserves, these reserves having been reduced 
annually by the amount of the production during the year. The same petroleum 
engineer prepared on April 6, 1956 a “Recapitulation of Reserves” which was 
presented by Harper’s witness as reflecting the company’s calculations of such 


506455—59——_53 
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reserves. The oil. in place was originally estimated to amount to 5,250,094 
barrels, of which 4,541,305 barrels have been produced, leaving a balance of 
708,789 barrels of oil estimated to be presently in place in the area. The original 
estimate of gas in place was 38,065,451 Mcf, of which 12,576,108 Mcf were 
flared prior to 1946, 8,822,820 Mcf have been sold, and a balance remains of 
16,666,523 Mcf. 

Harper’s method of allocating between oil and gas the costs of drilling and 
equipping all the wells in the area, and of constructing in the field facilities 
necessary to the operation thereof, is upon the basis of the respective values 
of the available oil and gas in place according to these estimates of the petroleum 
engineer. Harper’s Vice President testified that there was a “current rule of 
thumb”, recognized throughout the oil and gas industry, of valuing oil at one 
dollar per barrel and gas in place with it at five cents per Mcf, for purposes of 
production cost apportionment. Harper’s cost exhibit shows a calculation 
wherein the valuation of one dollar is placed upon each barrel of oil originally 
estimated to be in place in the area, and a valuation of five cents upon each 
Mcf of gas remaining in place and available after flaring ws discontinued in 1946. 
Thus, the value of the oil shown is $5,250,094.00 and the value of the gas shown 
is $1,274,417.15, resulting in a showing that the gas value is 19.53276 percent 
of the total value of the oil and gas. This calculated percentage is used by 
Harper in its cost exhibit as its basis of allocating costs incurred in the joint 
production and handling of its oil and gas. 

For the purpose of establishing the reasonableness of this method of allocation, 
there is also in Harper’s cost exhibit a calculation of the ratio of the dollar 
value of the gas sales to the total sales of oil and gas during 1955. In this 
calculation the price of ten cents per Mcf is applied to the total quantity of gas 
produced during 1955. This calculation shows that the value of the 1955 gas at 
said price would be 18.96925 percent of the total value of oil and gas sales. It is 
pointed out that this percentage, so arrived at, is approximately the same as that 
used in the method of allocation adopted by Harper. 

The total cost through 1955 of drilling, well equipment and field facilities is 
shown by Harper’s books to be $4,793,386.12, of which $936,380.60 is allocable 
to gas production under Harper’s adopted method. To this must be added the 
sum of $531,454.05 representing the book cost through 1955 of the gathering 
system and other facilities used exclusively for handling and delivering the 
gas for sale in marketable condition, making a total investment in gas production 
and gas facilities of $1,467,734.65. 

One schedule in Harper’s cost exhibit is entitled “Statement of Current 
Barnings”, which contains book figures of the 1955 operating expenses for the 
area, and calculations of income, based on the quantity of gas delivered to 
Cities Service, plus the gas produced and reinjected, during 1955, at both the 
price of six cents and the price of ten cents. The total book operating expense 
of the joint production of oil and gas, including the depreciation of “Lease & 
Well Equipment” and the “District Facilities”, and including also “Development 
Cost Depletion”,® amounts to $399,170.51 of which $77,969.02 is allocable to the 
eost of gas under the formula adopted by Harper as hereinbefore shown. 
Adding to this expense the book operating expenses of the “Gas Plant & System” 
directly chargeable to gas sales, amounting to $69,860.63, the total expenses for 
gas production and handling for 1955, shown on this schedule, are $147,829.65. 
No allowance for income taxes is included in these expenses for 1955. Nor is 
there included any return upon the undepreciated portion of the total investment 


*Cost of dry and abandoned wells not depleted, but taken as intangible costs in the 
year abandoned. 
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chargeable to gas production and sale under Harper’s adopted method of 
allocation. 

During 1955 Harper produced from this area 1,538,616 Mcf of natural gas. 
Of this production 1,210,652 Mcf were delivered to Cities Service and 327,964 
Mcf were reinjected. In the calculation of income for 1955 the reinjected gas 
was treated as gas sold. At a price of six cents per Mcf, this production of 
gas would have brought income amounting to $92,316.96, from which must, of 
course, be deducted the “production taxes” amounting to $4,923.56 and the 
one-eighth royalty amounting to $10,924.18, neither of which items of expense 
were included in the expenses hereinbefore discussed. Using the price of ten 
cents, the 1955 production would realize $153,861.60, from which are to be 
deducted $8,000.80 for “production taxes” and $18,232.60 as royalty payments. 
After such taxes and royalty payments there would be obtained from the sale 
of the aforesaid total production $76,469.22 at the price of six cents and 
$127,628.20 at the price of ten cents. The total expenses for gas production 
and handling shown by Harper, as hereinbefore discussed, are $147,829.65. 
Therefore, according to the Harper figures the company would sustain a loss 
of $71,360.43 for 1955 based upon the six-cent price, and a loss of $20,201.45 
based upon the ten-cent price. 

Harper has also introduced evidence concerning the market value or field 
price of gas sold by it to Cities Service. Its Vice President testified that he 
was “generally acquainted with the price at which the owner of gas could 
negotiate a sale” in the “general area” in which this gas is produced. He con- 
sidered ten cents as the going price, but with escalations increasing the price 
up to 13 cents during the last period of the usual contract term of 20 years. 
He felt sure that the gas in question could be sold intrastate for ten cents per 
Mcf. At his request for “some of its contracts which it had recently entered 
into in respect to gas purchases within the surrounding countries,” Cities Service 
furnished him with three such contracts, copies of which were presented in 
evidence. One such contract was dated June 14, 1955, the second September 9, 
1955 and the third January 12, 1956. All called for a beginning price of ten 
cents per Mcf with periodic escalations which bring the price to 13 cents for the 
period ending December 23, 1967. 

These three contracts selected by Cities Service, as aforesaid, cover gas pro- 
duced in other nearby Oklahoma counties. Harper also introduced in evidence 
a copy of its contract with Oklahoma Natural Gas Company, dated December 20, 
1954, which provides for a beginning price of ten cents per Mcf with periodic 
escalations ending with a price of 13 cents per Mcf during the last period of the 
contract term of 20 years. This last contract covers intrastate sales. At 
Harper’s request there were made parts of the record by reference to them 
in the files of the Commission, nine other contracts entered into by Cities Service 
for the purchase of gas in Oklahoma, all showing the “basic price” to be ten 
cents per Mcf. 

Staff's evidence.—A supervisory auditor of the Commission testified in behalf 
of the Staff. He presented an exhibit prepared by him which he described as 
showing “the portion of the company’s total cost of operation which was allocated 
to producing leaseholds from which gas is sold to the Cities Service Gas Com- 
pany and the segregation of this allocated cost between gas and oil.” The 
exhibit shows “only the costs pertaining to Harper Oil Company’s share of the 
working interests.” The exhibit and this testimony are based upon figures taken 
from the books and records of Harper during a field examination thereof made 
by the Staff. 
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The exhibit shows the “net plant investment” in those leases from which gas 
is produced and sold to Cities Service, and this consists of the average gross 
plant less the average reserve for depreciation and depletion, which amounts to 
$1,378,885.74. To this is added $31,846.36, the amount of the allowance for work- 
ing capital which was arrived at by taking one-eighth of the total of the “direct 
operating expenses” and the “exploration and development” costs for 1955. This 
makes the “total rate base” amount to $1,410,732.10. Harper has relatively very 
little borrowed money, so that its capital is practically all from the stockholders ; 
and for this reason the Staff witness assumed a rate of ten percent upon said 
rate base, amounting to $141,073.21. 

The Staff supervisory auditor presented the “Summary of Costs Allocated to 
Producing Leaseholds and Segregated Between Gas and Oil Operations for Year 
1955,” broken down into “Operating Expenses,” ‘Depreciation Expenses,” “Lease- 
hold Costs,” “Intangible Drilling Cost,” “Exploration and Development Costs,” 
“Return,” and “Allocation of General Function.” These items totaled, after 
the allowance of certain credits, $656,646.34. Of this amount $577,645.72 was 
allocated to oil costs and $79,000.62 to gas costs. This allocation between oil 
and gas was made upon a ratio based on statistics compiled by the Bureau 
of Mines with respect to the value of oil and gas sold in Oklahoma during 1954. 

To the sum of $79,000.62, the amount allocated to gas costs as aforesaid, the 
Staff witness has added the sum of $27,674.58 which is directly and entirely 
chargeable to gas costs. Of this total of $106,675.20 the amount of $96,302.70 
was allocated to Harper’s sales to Cities Service and $10,372.50 was allocated 
to sales to others. Adding to the former amount the gross production tax on 
the gas sold to Cities Service, amounting to $1,230.30, the total cost thereof, 
including the return of ten percent, amounts to $97,533.00. There were 984,242 
Mcf of natural gas sold to Cities Service during 1955; and the Staff exhibit 
shows that this quantity of gas would have to be sold at a rate of 9.91 cents 
per Mcf to produce $97,533.00, the total cost of said gas. The 103,286 Mcf of 
gas sold to others would, according to Staff calculations, have to be sold at a 
price of 10.16 cents per Mcf to produce the aforesaid cost thereof of $10,372.50 
and the “gross production tax” of $129.11. 

A rate engineer of the Commission testified for the Staff and presented an 
exhibit, prepared by him, entitled “Listing of FPC Gas Rate Schedules Covering 
the Sale of Natural Gas in Oklahoma County, Oklahoma, As of July 16, 1956.” 
The exhibit gives for each such schedule the Seller, Buyer, Field, Schedule num- 
ber, Contract Date, Term or Expiration Date of Contract, Type of Gas, Delivery 
Point, Estimated Annual Volume, and Rate in Cents per Mcf at 14.65 psia. 
There are 55 of such rate schedules listed. With one exception, all rates shown 
in the exhibit of six cents or less are for gas delivered either at the wellhead or 
the separator, which makes these rates not comparable with rates for gas which 
has been gathered, scrubbed and compressed for delivery against line pressure. 
With one exception all of the rates higher than six cents are for residue gas. 
All but three of these higher rates are 6.7 cents per Mcf, well more than half 
of which have been replaced by higher rates now effective under bond. Two 
rates listed are ten cents per Mcf for residue gas, one of which is from the only 
contract shown in the exhibit which was executed after January 1, 1956. Only 
one contract for such residue gas was executed after January 1, 1950, and these 
contract prices are therefore not helpful in determining the current going price 
in Oklahoma County, Oklahoma. The testimony of the Commission’s rate engi- 
neer shows that in about half of the rate schedules on file with the Commission, 
covering the sale of gas in eight Oklahoma counties surrounding Oklahoma 
County, the rate provided is ten cents per Mcf. 
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CONCLUSION 


It is deemed unnecessary to discuss herein the respective merits of the different 
types of evidence, hereinbefore described, presented by the applicant and the 
Staff upon the issue of the lawfulness of the proposed increased rate. The 
relative weight to be given to each such type of evidence is not of great im- 
portance in reaching a decision here. It would seem quite adequate to hold that 
upon the basis of all the evidence in the record the rate in question is a lawful 
rate within the meaning of Section 4 (a) of the Natural Gas Act. It is hereby 
found that upon the basis of the entire record the proposed increased rate is just 
and reasonable. 

FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, findings and con- 
clusions are made in addition to those hereinbefore stated, as follows: 

(1) Harper Oil Company is a natural gas company within the meaning of the 
Natural Gas Act, producing and selling natural gas to an interstate pipeline 
company for transportation and resale in interstate commerce. 

(2) The increased rate contained in Supplement No. 9 to Harper’s F. P. C. Gas 
Rate Schedule No. 1 is just and reasonable, and no refund is due or payable 
under the bond filed pursuant to Commission order of July 22, 1955. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The increased rate contained in Supplement No. 9 to Harper’s F. P. C. 
Gas Rate Schedule No. 1, suspended on April 5, 1955, which went into effect 
under bond on May 26, 1955, is hereby allowed effective May 26, 1955. 

(B) No refund is due and payable under the bond filed pursuant to the Com- 
mission’s order of July 22, 1955, and that Harper, as Principal, and National 
Surety Corporation, as Surety, be and they are hereby discharged from further 
liability under said bond. 

(C) This proceeding be and it is hereby terminated. 

Dantet J. KELLY, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued June 10, 1957) 


The presiding examiner’s decision in this matter was issued on May 10, 1957, 
and no exceptions have been filed thereto. However, the Commission, upon its 
own motion, has considered the entire record in this matter, the briefs filed before 
the presiding examiner, and the decision of the presiding examiner and finds that 
such decision should be adopted as the decision of the Commission. 


The Commission orders: 


The decision of the presiding examiner issued herein on May 10, 1957, is hereby 
adopted by the Commission, and said decision shall become effective as the 
decision of the Commission as of the date of the issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. B-6755 
ORDER AUTHORIZING ISSUANCE OF CONVERTIBLE DEBENTURES AND COMMON STOCK 
(Issued June 10, 1957) 


Montana-Dakota Utilities Co. (Applicant), a corporation organized and exist- 
ing under the laws of the State of Delaware, qualified to do business as a foreign 
corporation in the States of Minnesota, Montana, North Dakota, South Dakota 
and Wyoming with its principal place of business in Minneapolis, Minnesota, filed 
an application on May 13, 1957, as amended May 27, 1957, for authorization pur- 
suant to Section 204 of the Federal Power Act to issue and sell at competitive 
bidding $10,000,000, principal amount, of Convertible Debentures due June 1, 1977, 
and additional shares of Common Stock, par value $5.00 per share. 

The proposed Debentures will be issued in accordance with an Indenture dated 
June 1, 1957, to the City Bank Farmers Trust Company, Trustee, New York, New 
York, although they will be unsecured obligations of Applicant. They will be 
dated June 1, 1957, will be convertible into Applicant’s Common Stock from the 
time of issuance through May 31, 1967, unless previously redeemed by Applicant 
in accordance with the terms and conditions of the aforementioned Indenture. 
The number of shares of Common Stock into which each of the Debentures may 
be converted will be proportional to the principal amount thereof and the con- 
version price of the Common Stock to be fixed by Applicant hereafter, which 
price will be not less than $25.00 per share and not more than ten percent above 
the market price at which the Applicant’s Common Stock is being traded on the 
New York Stock Exchange at the close of business on June 18, 1957. Applicant 
proposes alternatively to fix one conversion price of the Common Stock for a 
period of ten years, or to fix an initial price for five years through May 31, 1962, 
with an increased price for a second period of five years through May 31, 1967. 
Also, the Indenture provides for the reduction of the conversion price upon any 
issuance of Common Stock by Applicant without consideration-or for a consid- 
eration per share less than the conversion price except that no reduction is 
required until it amounts to not less than $.25. The Indenture further provides 
for proportionate adjustment of the conversion price and of the number of 
shares issuable upon conversion in the event of subdivision or combination of the 
outstanding shares of Common Stock issuable upon conversion. 

Based upon a conversion price of not less than $25 per share, the proposed 
transaction would result in the issuance of a maximum of 400,000 additional 
shares of Applicant’s Common Stock. 

Subsequent to May 31, 1967, the proposed Debentures will be subject to a 
Sinking Fund Retirement at the rate of $500,000, principal amount during each 
of the years 1967 through 1976. 

On or about June 11, 1957, Applicant proposes to invite sealed written bids 
for the purchase of the proposed Debentures through newspaper publication and 
by distribution of a form of bid together with a statement of terms and condi- 
tions relating thereto. All bids whether from a single bidder or a group of bid- 
ders must be for the purchase of the entire amount of the proposed issuance of 
Debentures, and must specify the coupon rate of the proposed Debentures which 
shall be a multiple of 44th of one per cent, the price exclusive of accrued interest 
to be paid to Applicant for the proposed Debentures which price shall be ex- 
pressed as a percentage of the principal amount thereof and be not less than 
99 per cent nor more than 102% per cent, and that the accrued interest on the 
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proposed Debentures from June 1, 1957, to the date of payment therefor and 
delivery thereof will be paid to Applicant by the purchaser or purchasers. In 
addition, each bid must be accompanied by a certified bank cashier’s check or 
checks in the aggregate amount of $500,000. 

All bids must be presented to Applicant before 11:00 a. m. (EDST), June 19, 
1957, at No. 2 Wall Street, New York 15, New York at the offices of the City Bank 
Farmers Trust Company, unless postponed. Unless Applicant shall reject all 
bids which it reserves the privilege to do, or shall exclude a bid or bids for 
reasons specified in the statement of terms and conditions, it will accept the 
bid for the proposed Debentures which results in the lowest annual cost of 
money to it. 

The proceeds to be obtained from the proposed Debentures will be used in 
part to (1) discharge short-term unsecured Promissory Notes of Applicant in 
the aggregate principal amount of $6,500,000 which were issued to provide 
interim financing for Applicant’s current construction program, and (2) to 
carry forward that program. Applicant anticipates that its 1957 construction 
expenditures will total $12,000,000. Of that amount, approximately $8,650,000 
will be associated with Applicant’s electric utility business and $3,100,000 will 
be associated with Applicant’s gas utility business with the remaining $250,000 
associated with common utility plant. A major item in Applicant’s electric 
utility construction program is the 40,000 kw steam electric generating station 
now under construction at Sidney, Montana. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Board of Railroad Commissioners of 
Montana, the Public Service Commission of North Dakota, the Public Utilities 
Commission of South Dakota, and the Public Service Commission of Wyoming 


and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on May 23, 1957 (22 F. R. 
3647-48) stating that any person desiring to be heard or to make any protest 
with reference to the application should on or before June 6, 1957, file a petition 
or protest with the Federal Power Commission, Washington 25, D.C. No protest 
or petition or request to be heard in opposition to the granting of the application 
has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Act subject to the jurisdiction of the Commission as heretofore de- 
scribed and set forth in the Commission’s order issued September 1, 1955, Jn the 
Matter of Montana-Dakota Utilities Co., Docket No. E-6636. 

(2) The proposed issuance and sale of $10,000,000 principal amount of Appli- 
cant’s Debentures, including the proposed issuance of additional shares of its 
Common Stock, will constitute issuances of securities within the purview of 
Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State Commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances 
of securities are, therefore, not exempt by virtue of that Section from the re- 
quirements of Section 204 of the Act. 

(4) The proposed issuances of Debentures and Common Stock, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of the 
Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by Applicant of service as public 
utility, and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(5) The period of public notice given in this matter is reasonable. 
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The Commission orders: 


(A) The proposed issuances of Debentures and Common Stock, upon the 
terms and conditions and for the purposes specified in the application, be and 
the same hereby are authorized, subject to the provisions of this order. 

(B) The ‘proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
84.2 (k) (4) of those Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegraph, as contemplated by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the coupon rate and the price to be 
received by Applicant for such Debentures and the conversion price of Appli- 
cant’s Common Stock by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 
FORT SMITH GAS CORPORATION 


ORDER APPROVING AND DIRECTING DISPOSITION OF AMOUNT CLASSIFIED IN 
100.5, GAS PLANT ACQUISITION ADJUSTMENTS 


ACCOUNT 


(Issued June 10, 1957) 


Fort Smith Gas Corporation (Fort Smith), Fort Smith, Arkansas, on March 2, 
1956, and on August 31, 1956, filed reclassification and original cost studies of its 
gas plant as of March 1, 1954, in compliance with the requirements of Gas Plant 
Accounts Instruction 2-D of the Uniform System of Accounts prescribed for 
natural gas companies and the Commission’s Order No. 73 in relation thereto. 

In the cost studies submitted, Fort Smith classified the amount of $126,349.89 
in Account 100.5, Gas Plant Acquisition Adjustments, and with respect to which 
$26,538.43 was accrued to March 1, 1954, in Account 252, Reserve for Amortiza- 
tion of Gas Plant Acquisition Adjustments. The amount classified in Account 
100.5 represents the difference between recorded and original cost of gas prop- 
erties acquired in the merger of Fort Smith Gas Company and Fort Smith Gas 
Corporation as of February 21, 1945, in the amount of $135,252.14, less retirements 
of $8,902.25. 

At December 31, 1955, the amount classified in Account 100.5 was $124,829.95, 
against which a reserve for amortization of $31,777.93 had been accrued in Ac- 
count 252, thereby leaving an unamortized balance of $93,052.02. 

The original cost studies filed by the company have not been subjected to a field 
or other examination by the Commission’s staff. 

By letter dated October 23, 1956, Fort Smith has made application for approval 


















FEDERAL POWER COMMISSION 813 


of its plan to amortize such amount over a 60-month period, commencing January 
1, 1956, by equal monthly charges to Account 537, Miscellaneous Amortization, and 
credits to Account 252, Reserve for Amortization of Gas Plant Acquisition Adjust- 
ments, as set forth by Fort Smith in its Revised Statement H, filed on August 
31, 1956. 

By letters dated January 7 and January 22, 1957, the Oklahoma Corporation 
Commission and the Arkansas Public Service Commission, respectively, indicated 
they had no objections to the disposition of the amount remaining in Account 
100.5 as set forth above. 


The Commission finds: 


The proposed disposition of the remaining balance of $93,052.02 classified in 
Account 100.5 in the manner set forth above is reasonable and appropriate for 
the purposes of the Natural Gas Act. 


The Commission orders: 


(A) The proposed disposition of the remaining balance of $93,052.02 classified 
in Account 100.5 by charge thereof to Account 537, Miscellaneous Amortization, 
and by a credit to Account 252, Reserve for Amortization of Gas Plant Acqui- 
sition Adjustments, over a 60-month period, commencing January 1, 1956, by 
equal monthly charges and credits is hereby directed and approved. 

(B) Fort Smith Gas Corporation shall submit within 30 days after the date 
of this order two certified copies of the entries recorded on the books during 
the year 1956, and on January 30 each year thereafter two certified copies of the 
annual entries, reflecting the amortization of the remaining unamortized amount 
classified in Account 100.5 as herein approved and directed. 

(C) The Commission reserves the right to make any examination of the 
Company’s filed original cost studies as it may deem necessary and, by further 
order, to require the Company to make such additional accounting adjustments 
as the Commission may find reasonable and appropriate for the purposes of the 
Natural Gas Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, and William R. Connole. 


OTTER TAIL POWER COMPANY, DOCKET NO. E-6748 


ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES AND SUPERSEDING PREVIOUS 
AUTHORIZATION 


(Issued June 13, 1957) 


Otter Tail Power Company (Applicant), incorporated under the laws of the 
State of Minnesota, and doing business as a qualified foreign corporation in the 
States of North Dakota and South Dakota, with its principal place of business 
at Fergus Falls, Minnesota, filed an application on May 6, 1957, for authority, 
pursuant to Section 204 of the Federal Power Act, to issue short-term unsecured 
Promissory Notes in the maximum principal amount of $7,000,000 outstanding 
at any one time. The requested authorization would supersede that heretofore 
granted by order of the Commission issued December 8, 1955, In the Matter of 
Otter Tail Power Compamy, Docket No. E-6651, wherein Applicant was authorized 
to issue short-term unsecured Promissory Notes in the maximum principal 
amount of $5,000,000 outstanding at any one time. 

The proposed Notes will be issued in varying principal amounts from time 
to time prior to December 31, 1957, and will mature within one year or less 
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from their respective dates of issue. They will be issued as original Notes or 
in renewal or replacement of Notes heretofore issued or to be issued hereafter. 
Each of the proposed Notes will bear interest at rates negotiated between 
Applicant and the lending commercial banks (but not in excess of 44%2% per 
annum) from which Applicant proposes to secure bank loans and to which the 
proposed Notes will be payable. The application states that Applicant: expects 
to request loans from the First National Bank of Minneapolis, the First National 
Bank of Fergus Falls, the Fergus Falls National Bank and Trust Company, or 
other commercial banks. 

Applicant states that no underwriting commissions or finder’s fees will be 
paid in connection with proposed issuance of Promissory Notes. Applicant 
further states that the proposed Notes will not be acquired by the lending banks 
for resale to the general public. However, the First National Bank of Minne- 
apolis may issue a participation in any of the proposed Notes which it may 
acquire to the First National Bank of St. Paul; the latter bank and the First 
National Bank of Minneapolis are stated to be under common control. 

The proceeds to be derived will be used to provide interim financing for 
Applicant’s current construction program, either through the direct payment of 
construction expenditures or the discharge of short-term Promissory Notes here- 
tofore issued to carry forward that program. Applicant estimates that its four 
year construction program covering the years 1956 through 1959 inclusive, will 
require approximately $25,752,000. Major items include a 53,500 kw addition to 
the Hook Lake steam electric generating station and extension of the 115 kw 
transmission system. 

Applicant advises that it expects to undertake permanent financing of a por- 
tion of its current construction program prior to December 31, 1957. 

Written notice of the application has been given to the Railroad & Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
and to the Public Utilities Commission of South Dakota and to the Governor of 
each of those States. Notice of the application has also been given by publi- 
cation in the Federal Register on May 18, 1957 (22 F. R. 3492-93), stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before May 31, 1957, with 
the Federal Power Commission, Washington 25, D. C. No protest or petition 
or request to be heard in opposition to the granting of the application has been 
received. 






















The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of the 
State of Minnesota. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted among the 
States of Minnesota, North Dakota and South Dakota and consumed at points 
outside the State in which it is generated, all of which facilities are in addition 
to and do not include facilities used for the generation of electric energy, facili- 
ties used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and Applicant is, therefore, a public utility 
within the meaning of that term as used in Section 204 of the Act. 

(2) The proposed issuance of Promissory Notes described above will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes described above will be in 
excess of 5% of the par value of the other securities of Applicant and there- 
fore will not be exempt by virtue of Section 204 (e) of the Act from the require- 
ments of Section 204 (a). 
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(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance is, there~ 
fore, not exempt by virtue of that Section from the requirements of Section 204 
of the Act. 

(5) The proposed issuance of Promissory Notes will be exempt from the com- 
petitive bidding requirement of Section 34.1a of the Commission’s Regulations 
under the Federal Power Act by reason of Section 34.1a (a) (2) thereof. 

(6) The proposed issuance of Promissory Notes as hereinafter authorized 
will be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 


(A) The proposed issuance of Promissory Notes by Applicant, as described 
above, upon the terms and conditions and for the purposes specified in the appli- 
eation, be and the same hereby is authorized subject to the provisions of this 
order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1957. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which 
this order relates. 

(E) The authorization herein granted shall supersede in all respects that 
heretofore granted by the aforementioned Commission order issued December 
8, 1955, Docket No. E-6651. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TOWN GAS COMPANY OF ILLINOIS, DOCKET NO. G-9749 
VILLAGE OF EDINBURG, ILLINOIS, DOCKET NO. G-10349 
VILLAGE OF DIVERNON, ILLINOIS, DOCKET NO. G-10350 

VILLAGE OF PAWNEE, ILLINOIS, DOCKET NO. G-10351 

CENTRAL ILLINOIS PUBLIC SERVICE COMPANY, DOCKET NO. G-10740 
CENTRAL ILLINOIS PUBLIC SERVICH COMPANY, DOCKET NO. G-10785 
MICHIGAN GAS UTILITIES COMPANY, DOCKET NO. G-—10898 
VILLAGE OF RIVERTON, ILLINOIS, DOCKET NO. G-11036 
VILLAGE OF WAYNDE CITY, ILLINOIS, DOCKET NO. G-11037 
OHIO GAS COMPANY, DOCKET NO. G-11119 


ORDER DENYING MOTION TO REQUIRE THE PRESIDING EXAMINER TO CERTIFY THE CON- 
SOLIDATED PROCEEDING TO THE COMMISSION, TO ENLARGE SAID CONSOLIDATED PRO- 
CEEDING, AND TO KEEP IT OPEN FOR THE SUBMISSION OF FURTHER EVIDENCE 


(Issued June 13, 1957) 


Central Illinois Public Service Company (Central Illinois), Applicant in 
Docket No. G—10785, filed on May 13, 1957, a motion (a) to require the presiding 
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éxaminer to certify the consolidated proceeding in the above numbered dockets 
to the Commission forthwith, (b) to enlarge said consolidated proceedings to 
permit Central Illinois to submit evidence in support of its application as 
amended, Docket No. G—10785, for an order under Section 5 (a) of the Natural 
Gas Act requiring Trunkline Gas Company (Trunkline) to amend or supplement 
its F. P. C. Gas Tariff, Original Volume No. 1, in such manner as will permit the 
increase in the maximum volumes of natural gas Trunkline may deliver and 
sell to Central Illinois at a point near Neoga, Illinois, as sought in Central 
Illinois’ said application as amended, and (c) to keep said consolidated proceed- 
ing open for the submission of further evidence. 

In support of said motion Central Illinois states that its application as 
amended prays for an order under Section 7 (a) and Section 5 (a) of the Natural 
Gas Act that Trunkline be authorized and directed to deliver and sell natural 
gas to Central Illinois at said point near Neoga, Illinois, in volumes up to 3500 
Mcf of natural gas per day and that it be required to amend or supplement its 
tariff by such just and reasonable provision as would permit the increase in 
the deliveries and sales sought in said application as amended. 

Central Illinois quotes from the notice of hearing which stated that it sought 
an order “to amend or supplement its FPC Gas Tariff so as to permit the increase 
sought in this application in the volumes of natural gas Trunkline may deliver 
and sell to Central Illinois at said point.” 

Central Illinois states that its proposed increase in its purchases of natural 
gas from Trunkline from the current maximum of 2,000 Mcf per day to a maxi- 
mum of 3,500 Mcf per day will allow for the connection and service of 676 
additional customers. 

That the clause of the notice setting the date of hearing read as follows: 


Take further notice that, pursuant to the authority contained in and 
subject to the jurisdiction conferred upon the Federal Power Commission 
by Sections 7 and 15 of the Natural Gas Act, and the Commission’s Rules 
of Practice and Procedure, a hearing will be held on April 29, 1957, at 
10:00 a. m. (EDST), in a Hearing Room of the Federal Power Commission, 
441 G Street, NW., Washington, D. C., concerning the matters involved in 
and the issues presented by such applications. 


That upon objection by counsel for Trunkline the presiding examiner held 
that the Commission having specifically set forth Sections 7 and 15 as being 
the sections involved in the hearing, no evidence could be introduced by appli- 
cant in support of that part of its prayer for relief under Section 5 (a) of the 
Natural Gas Act, and that applicant’s evidence would be limited to a showing 
of need. 

Central Illinois alleged further that Trunkline’s gas tariff under which it is 
presently delivering and selling natural gas to Central Illinois at said point near 
Neoga, Illinois, does not permit deliveries and sales of volumes of natural gas 
in excess of 2,000 Mcf per day; that the order of the Commission, effective No- 
vember 9, 1953, anticipated that, in the future, deliveries would be required at 
said point near Neoga, Illinois, in excess of 2,000 Mcf of natural gas per day, 
and this anticipation, as to the future need for increased maximum volume 
deliveries at said point, has been borne out by the evidence with respect to 
need submitted by applicant in Docket No. G—10785. The limitation in Trunk- 
line’s gas tariff on deliveries of natural gas to 2,000 Mcf per day is unjust, 
unreasonable, unduly discriminatory and preferential, but until applicant is 
permitted to submit evidence in support of this averment, the showing of its 





+ awe ee Se Vs eS 


FEDERAL POWER COMMISSION 817 


very pressing need for the delivery and sale to it at said point near Neoga of 
volumes of natural gas in excess of 2,000 Mcf per day will be futile and of no 
avail in obtaining the relief sought by it in its application as amended. 


The Commission, having read and fully considered said motion, finds: 


Good cause has not been shown and it is not necesSary or appropriate to carry 
out the provisions of the Natural Gas Act that said motion be granted. 


The Commission orders: 

The motion of Central Illinois Public Service Company, filed herein on May 13, 
1957, to require the presiding examiner to certify the consolidated proceeding to 
the Commission, to enlarge said consolidated proceeding, and to keep it open 
for the submission of further evidence be and the same is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


MOUNTAIN FUEL SUPPLY COMPANY, DOCKET NO. G-—10446 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 13, 1957) 


Mountain Fuel Supply Company (Applicant),.a Utah corporation with its 
principal place of business at Salt Lake City, Utah, filed an application on May 
21, 1956, as supplemented on June 11, 1956, for a certificate of public convenience 
and necessity authorizing the construction and operation of facilities and the 
transportation in interstate commerce of natural gas as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in the 
application which is on file with the Commission and open for public inspection. 

Applicant seeks certificate authorization for: (1) the construction, installation, 
and operation of an additional 2640 HP of gas engine driven compressor capacity 
at its Eakin Compressor Station, together with the necessary plant accessories 
therefor; (2) the construction and operation of 37.9 miles of 20-inch diameter 
pipeline extending from a point 11.8 miles east of said Eakin Compressor Station 
to Kanda Junction, 6.5 miles east of Green River, Wyoming, as a parallel loop to 
its present 18-inch line, together with the necessary cross-overs, fittings, valves, 
meter and other accessory facilities; and (3) the construction, installation, and 
operation of an interconnection, together with appurtenant facilities required to 
take delivery of a maximum quantity of 58,750 Mcf of gas from Pacific Northwest 
Pipeline Corporation (Pacific) and a meter and control station on its present 
18-inch line near Eakin Compressor Station for measuring and controlling the 
delivery of such gas. 

Applicant states that the proposed additional facilities and the proposed gas 
purchase from Pacific will increase its delivery capacity to 285,000 Mcf per day 
and will enable it to meet its estimated peak day requirements for the winter 
seasons 1956-1957 and 1957-1958 of 275,000 Mcf per day and 285,000 Mcf per day, 
respectively. 

The total estimated cost of the facilities proposed herein is $3,159,100 to be 
financed by Applicant out of funds obtained from internal sources. 

The National Coal Association, United Mine Workers of America and Fuels 
Research Council, Inc., and the Utah Coal Operators Association were permitted 
to intervene in this proceeding by order of the Commission issued August 10, 1956. 
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The above-named parties filed a joint petition, on May 13, 1957, requesting 
leave to withdraw from these proceedings, which joint petition should be granted 
as hereinafter ordered. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on June 4, 1957, respecting the matters involved in and the issues 
presented by the application. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the application. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Mountain Fuel Supply Company, a Utah corporation with its principal 
place of business at Salt Lake City, is a ‘“‘natural-gas company” within the mean- 
ing of the Natural Gas Act as heretofore found by the Commission by its order 
dated October 15, 1940 and issued in Docket No. G—154. 

(2) The facilities proposed to be constructed and operated by Mountain Fuel 
Supply Company, hereinbefore described, are to be used as an integral part 
of its existing transmission facilities for the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof are subject to the requirements of Subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the transportation 
of natural gas as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (2), (8), (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (e) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 12 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities and to 
transport natural gas as hereinbefore described, all as more fully described 
in the application in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (ce) (1), 
(2), (3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
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issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 12 months from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(E) The National Coal Association, United Mine Workers of America, Fuels 
Research Council, Inc., and the Utah Coal Operators Association be and the same 
are hereby permitted to withdraw their respective petitions for leave to intervene 
in the proceeding in Docket No. G—10446. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, and William R. Connole. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-9319 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 14, 1957) 


On September 12, 1955, Michigan Wisconsin Pipe Line Company (Applicant), 
a Delaware corporation with its principal place of business in Detroit, Michigan, 
filed an application in Docket No. G-9319 for a certificate of public convenience 
and necessity under Section 7 (c) of the Natural Gas Act, as amended, author- 
izing the continued operation of a 6-inch lateral pipe line extending approxi- 
mately 3.17 miles from the main line of Applicant to a well, known as the 
Minnie B. Dorman Well No. 1, of Sunray Oil Corporation and The Carter Oil 
Company, in the Floris area, Beaver County, Oklahoma, all as more fully de 
scribed in said application which is on file with the Commission and open to 
public inspection. 

Under date of September 21, 1956, The Carter Oil Company was authorized 
in Docket No. G-4987 to continue the sale of gas to Applicant. The application 
of Sunray Oil Corporation in Docket No. G-5180 to continue the sale of gas to 
Applicant is presently pending. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 4, 1957, respecting the matters involved in and the issues presented by the 
application. No petitions to intervene or protests to the granting of the appli- 
cation have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 

(1) Applicant, Michigan Wisconsin Pipe Line Company, a Delaware corpo- 
ration having its principal place of business at Detroit, Michigan, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order dated November 30, 1946, in Docket No. G-669 
(5 F. P. C. 953). 
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(2) The facilities hereinbefore described, as more fully described in Michigan 
Wisconsin’s application herein, are used in the transmission and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, as integral parts of Michigan Wisconsin’s existing pipeline system and 
the construction and operation thereof by Michigan Wisconsin are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of the facilities as proposed by Applicant is 
required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to continue the operation 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure (18 CFR 1.30) was unopposed by any party 
of record, and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the continued operation by Michigan Wisconsin Pipe 
Line Company of the facilities hereinbefore described, all as more fully de- 
scribed in the application in this proceeding, upon the terms and conditions of 
this order. 

(B) The certificate issued to Applicant is not transferable in any manner 
and shall be effective only so long as Applicant continues the operations author- 
ized by this order and in accordance with the provisions of the Natural Gas 
Act, as well as applicable rules, regulations and orders of the Commission. 

(C) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G-11779 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 14, 1957) 


New York State Natural Gas Corporation (Applicant), a New York corpora- 
tion with its principal place of business in Pittsburgh, Pennsylvania, filed an 
application on January 24, 1957, for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act authorizing the develop- 
ment of the Woodhull Pool in Potter and Tioga Counties, Pennsylvania and 
Steuben County, N. Y., as an underground storage, and the construction, replace- 
ment and operation of certain pipeline facilities incidental to utilization of the 
proposed Woodhull storage, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

The facilities proposed to be constructed and operated and those to be re- 
placed, together with the year of completion and their estimated costs are 
summarized as follows: 
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Facilities to be Constructed 


Total 


Woodhull storage: 
1. Drill 


. ing, redrilling, reconditioning wells $1, 839, 000 
2. Field lines: | 


, 584, 000 
4.55 miles 856 inch , , | ’ 197, 000 
9.47 miles 65 inch é | 236, 400, 000 
Measuring stations. * , . 139, 000 
Compressor stations (11,100 H. P. . | » 4, 585, 000 
Miscellaneous. | 7 75, 000 
Contingencies , b , | 238,000 


Subtotal Woodhull storage . 1, 993, 000 8, 057, 000 


Main transmission lines: 
3. 13.2 miles 20-inch transmission line. Woodhull stor- 
age to point on 10-inch No. 2 line 
4. 5.9 miles 20-inch transmission line. Sabinsville sta- 
tion to terminus in (3) replacing 5.9 miles of existing 


5. 12 miles 20-inch transmission line. Harrison station 
to Sabinsville station replacing 12 miles of 12 inch._.. 

6. 14.5 miles 26-inch transmission line terminus in (3) 
to Boom station replacing 6.6 miles of 10-inch and 
7.9 miles of 20-inch 








Subtotal main transmission lines 





Total excluding retirement 6, 435, 000 1, 993, 000 11, 610, 000 





The Applicant states that the proposed pipeline facilities will handle the out- 
puts of Applicant’s existing Harrison and Sabinsville storages, the proposed 
Woodhull storage, and will facilitate the flow of other gas in that portion of its 
System between Sabinsville and Boom stations for disposal to its markets north- 
east of the Boom station. 

The application states that a study of the market requirements of Applicant 
for the years 1953 to 1960, show an increasing demand for natural gas, principally 
for househeating. That the Woodhull storage and facilities proposed herein 
exemplifies Applicant’s continued policy for service of its expanding markets. 

Applicant proposes no new service, or increase in rates as a result of the pro- 
posed construction of facilities and development of the Woodhull storage. 

The project will be financed by issuing notes or stock, or both, to Applicant’s 
parent company, Consolidated Natural Gas Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 6, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business in 
Pittsburgh, Pennsylvania, is a “natural-gas company” within the meaning of the 
Natural Gas Act as heretofore found by the Commission in its order of January 
20, 1942, issued in Docket No. G—223 et al. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and storage of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of Applicant’s pipeline system and 
the construction and operation thereof by Applicant are subject to the require 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (4) and (e) of Section 157.20 of the 
Commission’s General Rules and Regulations, including the Rules of Practice and 
Procedure, should attach to the issuance of the certificate referred to in para- 
graph (4) above, and to the exercise of the rights granted thereunder, and that 
the time within which construction of all facilities authorized by this order should 
be completed and said facilities should be placed in actual operation should be 
fixed at October 1, 1959. 

(6) A request durng the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the terms 
and conditions of this order. 


(B) The general terms and conditions set forth in paragraphs (b), (c) (3), 


(4) and (e) of Section 157.20 of the Commission’s General Rules and Regulations, 
including Rules of Practice and Procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which all the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at October 1, 1959. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(EB) Semi-annual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas injected 
and withdrawn from the Woodhull Storage Field, the shut-in wellhead pressure 
of each well corresponding to the volume of gas in the storage; together with a 
statement by wells of the maximum daily injection and withdrawal rates ex- 
perienced and the wellhead working pressure of each well corresponding to such 
rates. There shall be included with each report a map showing the shut-in 
wellhead pressures in all storage wells and similar pressures on all wells in 
the area immediately adjacent to the storage field. Reports shall be filed until 
Applicant has completed two injection and withdrawal cycles when the shut-in 
storage pressure, after the injection cycle, has reached or has closely approxi- 
mated the 1950 psig maximum wellhead storage pressure. 

(f) The maximum shut-in wellhead pressure of 1950 psig shall not be exceeded 
without further authorization by this Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G—12058 


FINDINGS AND ORDER AUTHORIZING ABANDONMENT AND ISSUING CERTIFICATE OF 
PURLIC CONVENIENCE AND NECESSITY 


(Issued June 14, 1957) 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Denver, Colorado, filed on February 21, 1957, 
an application, and supplement thereto on March 28, 1957, for a certificate of pub- 
lic convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing the Applicant (1) to construct and operate natural gas facilities and 
(2) to abandon other facilities and service, subject to the jurisdiction of the 
Commission, hereinafter described, and as more fully described in the application. 

Applicant proposes to construct and operate the following described facilities: 

(a) Metering station for deliveries to Public Service Co. of Colorado at West 
40th Avenue and Youngfield in West Denver, Colorado, together with appurtenant 
facilities. 

(b) Approximately 300 feet of 4-inch line to serve the Arvada area of Public 
Service Company of Colorado near Denver. 

(c) Approximately 12,000 feet of 8-inch lateral line from the Mesa-Cheyenne 
8-inch main line looping the existing 6-inch lateral serving Greeley Gas Co. at 
Greeley, Colorado. 

(d) New metering station for Greeley Gas Co. at Greeley, Colorado. 

(e) Nine new farm taps and three new group taps for Public Service Com- 
pany of Colorado. 

(f) Two new farm taps and one new group tap for Greeley Gas Company. 

Applicant also proposes to abandon the following described facilities : 

(g) Approximately 282 feet of 2-inch line in the Arvada area of Public Service 
Company near Denver. 

(h) Present farm tap serving Ready-Mix Cement Company and service being 
rendered therefrom in West Denver, Colorado. 

(i) Approximately 23,600 feet of 6-inch Thornton lateral line in the Denver 
area. 

(j) Approximately 2,650 feet of 6-inch Thornton line by sale to Public Service 
Company of Colorado. 

The proposed new facilities, replacement and retirement will improve and 
increase Applicant’s ability to serve its existing customers in present market 
areas. The Denver and Greeley areas are growing in population necessitating 
the additional facilities for domestic and commercial use. 

Applicant proposes to retire and sell portions of the old Thornton lateral, as 
that area of Denver can be better served through the new 12 and 16-inch line 


from Mesa to the Arvada-Boulder main line, as authorized in Docket Nos. G-—8699 
and G—9967. 


Applicant represents that it receives numerous requests for so-called farm 
taps and group taps from resale customer companies. The farm taps are pipe- 
line connections from which the distribution companies supply gas to rural 
areas having small load concentrations, and generally serve less than 10 con- 
sumers, and the annual load does not exceed 2000 Mcf per tap, nor a peak day load 
in excess of 20 Mcf per tap. Group taps generally serve rural areas with some- 
what larger loads than the farm taps, but not requiring major meter station 
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installations. Applicant estimates it will install 11 farm taps and 4 group taps 
in 1957, at locations not yet determined. The taps will require the following 
estimated volumes: 










































Peak day Annual 
(Mef) (Mef) 


The gas supply available to Applicant appears to be reasonably adequate for 
the service proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 6, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) That Applicant is engaged in the transportation of natural gas in inter- 
state commerce and the sale of natural gas in interstate commerce, for resale 
for ultimate public consumption subject to the jurisdiction of the Commission, 
and, therefore, is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission in its order issued June 18, 1956, 
Docket No. G—9967. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part of 
Applicant’s existing pipeline system, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(5) Abandonment of facilities as proposed by Applicant is permitted by the 
public convenience and necessity and should be permitted and approved as here- 
inafter ordered. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), {c) (1), (ec) (3), (c) (4), and (e) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure and set 
forth in paragraph (E) hereof should attach to the certificate hereinafter 
issued, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at twelve months from the date 
on which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
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Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) Applicant be and is hereby permitted to abandon the facilities described 
herein, all as more fully described in the application filed herein. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (ec) (3), (e) (4), and (e) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
twelve months from the date on which this order issues. 

(E) Applicant shall, by March 1, 1958, inform the Commission in writing and 
under oath of the actual size and location of each farm tap and group tap in- 
stallation authorized herein and the resale customer to be served at each 
installation. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


UNITED GAS PIPB LINE COMPANY, DOCKET NO. G-12322 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 14, 1957) 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, filed an application on 
April 1, 1957, for a certificate of public convenience and necessity, pursuant to 
Section 7 (c) of the Natural Gas Act, as hereinafter described subject to the 
jurisdiction of the Commission, all as more fully represented in the application. 

Applicant proposes to construct and operate 0.43 of a mile of 4inch pipe 
line with metering and regulating appurtenances, extending from a tap, to be 
constructed near Milepost 15 on Applicant’s 16-inch Baxterville-to-Petal pipe- 
line, northward to the Black Creek Refinery of Pontiac Eastern Corporation 
now under construction in Lamar County, Mississippi, for the purpose of de- 
livering natural gas on an interruptible basis to said refinery. The estimated 
cost of the proposed facilities is $39,642 and is to be financed from funds on hand. 

The application states that the refinery has been designed to burn natural gas 
as fuel in processing up to 12,000 barrels of oil per day; and that its estimated 
peak day gas demand will be 5,000 Mcf, with an annual gas requirement of 
1,500,000 Mcf. 

Rendition of the proposed service will have no appreciable effect upon Appli- 
cant’s natural gas supply. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June'5, 1957, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the interme- 
diate decision procedure be omitted and the. Commission render a decision herein 


pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) United Gas Pipe Line Company is a “natural-gas company” as heretofore 
found by the Commission in its order issued August 21, 1945 in Docket No. G—-1945. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (ec) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The construction and operation of the facilities and the delivery of 
natural gas as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (3), (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the.Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (e) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation should 
be fixed at six months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
and to deliver up to 5,000 Mcf per day to Pontiac Eastern Corporation, as here- 
inbefore described, all as more fully described in the application in this proceed- 
ing, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(3), (4) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at six months from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
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Before Commissioners :.Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NATIONAL YOUTH FOUNDATION, PROJECT NO. 2125 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued June 17, 1957) 


Application was filed January 21, 19538, and later revised, by Robert Pierce 
Wilson, of Taylorsville, California, for a preliminary permit under Section 4 (f) 
of the Federal Power Act (hereinafter referred to as the Act) for proposed 
Project No. 2125, designated “Lights Creek Hydroelectric Project”, to be located 
on Lights Creek and Moonlight Creek, tributaries to Indian Creek, in the Feather 
River basin, in Plumas County, California, in the region of Taylorsville, Crescent 
Mills, and Greenville, California, and affecting lands of the United States within 
the Plumas National Forest. 

Robert Pierce Wilson has assigned his interest in the application to National 
Youth Foundation, of Taylorsville, California. Mr. Wilson and the Foundation 
have requested that the application be considered as an application filed by 
National Youth Foundation. 

As described in the application, the proposed project consists of : 

(1) A dam across Lights Creek (sec. 5, T. 27 N., R. 11 E., M. D. B. & M.) 
about 130 feet high, forming Upper Lights Creek Reservoir; a tunnel about 
16,500 feet long; a penstock approximately 1,350 feet long; and Lights Creek 
Powerhouse No. 1 (sec. 19, T. 27 N., R. 11 E., M. D. B. & M.) with a proposed 
installed capacity of about 10,000 horsepower ; 

(2) A dam across Lights Creek (sec. 30, T. 27 N., R. 11 B., M. D. B. & M.) 
about 130 feet high, forming Lower Lights Creek Reservoir which will extend 
up to Powerhouse No. 1; a tunnel about 6,000 feet long ; a penstock approximately 
450 feet long; and Lights Creek Powerhouse No. 2 (sec. 31, T. 27 N., R. 11 E., 
M. D. B. & M.) with a proposed installed capacity of about 5,000 horsepower ; 

(3) A dam across Moonlight Creek (sec. 2, T. 27 N., R. 10 B., M. D. B. & M.) 
about 190 feet high, forming Moonlight Creek Reservoir; a tunnel about 7,600 
feet long; a penstock about 2,480 feet long; and Lights Creek Powerhouse No. 3 
(sec. 5, T. 27 N., R. 11 E., M. D. B. & M.) with a proposed installed capacity of 
about 3,000 horsepower ; and 

(4) Miscellaneous hydraulic, electrical and mechanical facilities. 

The application states that a portion of the power generated will be used 
in mining, smelting, refining, and manufacturing operations, and for the use of 
persons, public agencies, firms, and corporations supplying power within the 
area of Northern California. 

The Chief of Engineers, Department of the Army, has informed the Com- 
mission that the proposed project as presently planned would have no adverse 
effect on the navigation or flood control projects of the Corps of Engineers and 
that no objection is made to issuing the preliminary permit. 

The Secretary of Agriculture, who has supervision over the Plumas National 
Forest, has informed the Commission that a preliminary review of the project 
indicates that it may be of doubtful feasibility due to the extremes of runoff 
and the probable high cost of the development and recommends, should the 
permit be issued, the inclusion therein of certain conditions for the protection 
and utilization of the national forest land and resources, which protection and 
utilization may be attained through certain conditions hereinafter provided: 

The Secretary of the Interior has informed the Commission that they have no 
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objection to the granting of the preliminary permit, subject to the inclusion 
therein of a condition to determine measures necessary to mitigate harmful 
effects and to achieve maximum possible benefits consistent with the primary 
purpose of the project substantially as hereinafter provided. 

The Department of Fish and Game of the State of California has recom- 
mended insertion in the permit of certain requirements for the protection and 
enhancement of fish and wildlife resources, which protection and enhancement 
may be attained through certain conditions hereinafter provided. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of the 
permit, the right of priority of application for license while the permittee 
undertakes the necessary studies and examinations, including the preparation 
of maps and plans, in order to determine the economic feasibility of the proposed 
project, the means of securing the necessary financial arrangements for con- 
struction, the market for the project power, and all information necessary for 
inclusion in an application for license, should one be filed. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
California. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 


(4) No reason is apparent at this time for development of the project by the 
United States. 


The Commission orders: 


(A) This preliminary permit is issued to National Youth Foundation (here- 
inafter referred to as the Permittee) for a period of three years, effective as of 
June 1, 1957, for the sole purpose of maintaining priority of application for a 
license for Project No. 2125, affecting lands of the United States within the 
Plumas National Forest, subject to the terms and conditions of the Act which 
is hereby incorporated by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1,* entitled “Terms and Conditions of Preliminary Permit”, which terms 
and conditions (designated as Articles 1 through 8) are attached hereto and 
made a part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 9. The Permittee shall submit, at the close of each six-month period 
from the effective date of the preliminary permit, to the Commission’s Regional 
Engineer in San Francisco, California, having supervision over the project, or 
to such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
the permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, coop- 
erate with the State of California Department of Fish and Game, the United 
States Fish and Wildlife Service, and the United States Forest Service in order 
that adequate provisions may be made for the protection of the fish and wildlife 
resources of the affected areas. 

Article 11, The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the Regional 


*See 16 F. P. C. 1303. 
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Forester, United States Forest Service, as to reasonable requirements relative 
to operations, field surveys and explorations, and shall abide by such require- 
ments; and shall cooperate with the United States Forest Service during the 
period of this permit to develop a plan for alleviation of damage to and achieving 
maximum utilization of national forest resources insofar as affected by the 
proposed project. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NATIONAL YOUTH FOUNDATION, PROJECT NO. 2126 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued June 17, 1957) 


Application was filed February 10, 1953, by Robert P. Wilson, of Taylorsville, 
California, for a preliminary permit under Section 4 (f) of the Federal Power 
Act (hereinafter referred to as the Act) for proposed Project No. 2126, desig- 
nated “East Branch of North Fork Feather River Hydroelectric Project”, to be 
located on East Branch North Fork Feather River and its tributaries, Indian 
Creek and Spanish Creek, in Plumas County, California, in the region of Crescent 
Mills, Paxton, Keddie, Virgilia, and Belden, California, and affecting lands of 
the United States within the Plumas National Forest. 

Robert P. Wilson has assigned his interest in the application to National 
Youth Foundation, of Taylorsville, California. Mr. Wilson and the Foundation 
have requested that the application be considered as an application filed by 
National Youth Foundation. 

As described in the application, the proposed project consists of: 

(1) On Indian Creek: A dam about 30 feet high (sec. 35, T. 26 N., R. 9 E., 
M. D. B. & M.) and reservoir, near Dixie Creek; a tunnel about 3.5 miles long; 
a penstock ; and Indian Creek Powerhouse (sec. 9, T. 25 N., R. 9 E., M. D. B. & M.) 
on Spanish Creek near its confluence with Indian Creek, with a proposed 
installed capacity of about 40,000 horsepower ; 

(2) On Spanish Creek: A dam about 175 feet high (sec. 16, T. 25 N., R. 9 E., 
M. D. B. & M.) and a reservoir below Keddie; a penstock; and Spanish Creek 
Powerhouse (sec. 9, T. 25 N., R. 9 E., M. D. B. & M.) at the confluence of Spanish 
Creek with Indian Creek, with a proposed installed capacity of about 9,000 
horsepower ; and 

(3) On the Hast Branch North Fork Feather River: (a) A dam (sec. 23, T. 25 
N., R. 8 E., M. D. B. & M.) and reservoir near and above Mill Creek (the dam is 
to be constructed in two stages: first a dam about 40 feet high, following which 
the dam will be raised, or an alternate dam constructed to about 110 feet in 
height) ; a tunnel about 6.5 miles long; a penstock; Hast Branch Powerhouse 
(sec. 22, T. 25.N., R. 7 E., M.D. B. & M.) at Mill Creek with a proposed installed 
capacity of about 50,000 horsepower ; 
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(b) A dam about 145 feet high (sec 20, T. 25 N., R. 7 B.,. M.D. B. & M.) and 
reservoir above the confluence at North Fork Feather River; a tunnel about 1.5 
miles long; a penstock; Mill Creek Powerhouse (sec. 19, T. 25 N., R. 7 B., 
M. D. B. & M.) near Fern Canyon with a proposed installed capacity of about 
25,000 horsepower; and 

(c) Miscellaneous hydraulic, electrical, and mechanical facilities. 

The application states that a portion of the power generated will be used in 
mining, smelting, refining, and manufacturing operations, and for the use of 
persons, public agencies, firms, and corporations supplying power within the 
area of Northern California. 

The Chief of Engineers, Department of the Army, has informed the Commission 
that on the basis of the data presented, the proposed project would not affect any 
navigation or flood control projects of the Corps of Engineers and that no objec- 
tion is made to issuing the permit. 

The Secretary of Agriculture, who has supervision over the Plumas National 
Forest, in commenting on the application, has recommended, should the permit 
be issued, the inclusion therein of certain conditions for the protection and utiliza- 
tion of the national forest land and resources, which protection and utilization 
may be attained through certain conditions hereinafter provided. 

The Secretary of the Interior has informed the Commission that they have no 
objection to the granting of the preliminary permit, subject to the inclusion 
therein of a condition as to fish and wildlife conservation substantially as herein- 
after provided. 

The Department of Fish and Game of the State of California has recommended 
insertion in the permit of certain requirements for the protection and enhance- 
ment of fish and wildlife resources, which protection and enhancement may be 
attained through certain conditions hereinafter provided. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of the 
permit, the right of priority of application for license while the permittee 
undertakes the necessary studies and examinations, including the preparation 
of maps and plans, in order to determine the economic feasibility of the proposed 
project, the means of securing the necessary financial arrangements for construc- 
tion, the market for the project power, and all information necessary for 
inclusion in an application for license, should one be filed. 


The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
California. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 


(4) No reason is apparent at this time for development of the project by the 
United States. 


The Commission orders: 


(A) This preliminary permit is issued to National Youth Foundation (herein- 
after referred to as the Permittee) for a period of three years, effective as of 
June 1, 1957, for the sole purpose of maintaining priority of application for a 
license for Project No. 2126, affecting lands of the United States within the 
Plumas National Forest, subject to the terms and conditions of the Act which is 
hereby incorporated by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 
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(B) This permit is also subject to the terms and conditions set forth in Form 
P-1,* entitled “Terms and Conditions of Preliminary Permit”, which terms and 
zonditions (designated as Articles 1 through 8) are attached hereto and made 
a part hereof; and subject to the following special conditions set forth herein 
as additional articles: 

Article 9. The Permittee shall submit, at the close of each six-month period 
from the effective date of the preliminary permit, to the Commission’s Regional 
Engineer in San Francisco, California, having supervision over the project, or to 
such other officer as the Commission may designate, accurate statements of the 
work accomplished during the period and of the work contemplated under the 
permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, cooperate 
with the State of California Department of Fish and Game, the United States 
Fish and Wildlife Service, and the United States Forest Service in order that 
adequate provisions may be made for the protection of the fish and wildlife 
resources of the affected areas. 

Article 11. The Permittee shall, prior to undertaking any investigation work 
under this preliminary permit on national forest lands, consult with the Regional 
Forester, United States Forest Service, as to reasonable requirements relative 
to operations, field surveys and explorations, and shall abide by such require- 
ments; and shall cooperate with the United States Forest Service during the 
period of this permit to develop a plan for alleviation of damage to and achieving 
maximum utilization of national forest resources insofar as affected by the 
proposed project. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


CENTRAL ALASKA POWER ASSOCIATION, INC., PROJECT NO. 2215 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued June 17, 1957) 


Application was filed August 13, 1956, by Central Alaska Power Association, 
Inc., of Anchorage, Alaska, (Applicant) for a preliminary permit under the Fed- 
eral Power Act for proposed Project No. 2215 to be located on Copper River, a 
navigable water of the United States, in the Third Judicial Division, Territory 
of Alaska, in the region of Valdez, Chitina and Cordova, Alaska, and affecting 
lands of the United States. 

As described in the application the proposed project would consist of a con- 
crete gravity dam about 560 feet high, located on Copper River in Wood Canyon 
about 4 miles below the confluence of the Chitina River; a reservoir, extending 
51 miles up the Copper River and 55 miles up the Chitina River, having a total 


*See 16 F. P. C. 1303. 
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eapacity of 1814 million acre-feet of storage of which 14 million acre-feet would 
be active storage; a powerhouse with an estimated ultimate installed capacity 
of 1,475,000 horsepower (1,100,000 kilowatts), transmission lines; and appur- 
tenant facilities. 

Applicant estimates that the potential annual energy which could be generated 
at this project is seven billion kilowatt-hours which, it is assumed, could be 
utilized by future electro-chemical and electrometallurgical industries and for 
other purposes. 

The Assistant Chief of Civil Works, Corps of Engineers, submitted comments 
on the application. He stated that the proposed project is similar to the general 
plan outlined in H. Doc. 182, 88d Congress, prepared by the District Engineer at 
Anchorage, Alaska. He suggested the applicant coordinate the studies of the 
proposed project with the District Engineer as hereinafter provided. 

The Forest Service commented on the application to the extent that only the 
transmission lines and distribution system might affect national forest lands. 
The standard terms and conditions of the preliminary permit were considered 
adequate to protect national forest interests. 

An Assistant Secretary of the Department of the Interior reporting on the 
application, discussed the adverse effects that construction of the project would 
have on the fishing industry by destruction of the spawning areas of the red, 
king and silver salmon; the effect on lands, homes, and graveyards of the 
Alaskan natives; the effect on sport fishery ; and the improbable installation and 
maintenance of successful fishways to fully protect and offset the tremendous 
fishery losses expected from the construction of the project. Although these 
matters could have an adverse effect on construction of the project by affecting 
the economic feasibility of the project, the issuance of a preliminary permit 
could not adversely affect any opposing interest because a permit does not 
authorize any construction. While not recommending the issuance of a permit, 
the Department did recommend that a special article be included in the permit, 
if issued, to protect the interests of the fishery resources of the area as here- 
inafter provided. The Department of the Interior also recommended that a 
provision be included in the permit, if issued, providing for consultation with the 
Juneau, Alaska, area office of the Bureau of Indian Affairs concerning compensa- 
tion and losses which would result from the proposed construction, as hereinafter 
provided. 

A number of protests have been received alleging that construction of the 
proposed dam would have an adverse effect upon the fishing industry in the area. 

The project applied for is the same project for which the Commission issued 
a preliminary permit, for a period of three years effective August 1, 1954, to 
Harvey Aluminum, Inc., as Project No. 2138. This permit was issued in the 
light of similar objections which have been made to the present application. 
Harvey Aluminum, Inc. filed an application to surrender the permit which was 
accepted by the Commission effective September 1, 1956. 

No construction is authorized under this preliminary permit. The permit 
merely gives permittee, during the period of the permit, the right to priority 
of application for license while the permittee undertakes the necessary studies 
and examinations, including the preparation of maps and plans, in order to 
determine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the project 
power, and all other information necessary for inclusion in an application for 
license Should one be filed. 

Upon consideration of the entire record in this proceeding, including the 
above-mentioned protests, the Commission finds: 
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(1) The applicant is a cooperative corporation organized under the laws of 
the Territory of Alaska. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The proposed project does not affect any Government dam and no reason 
is apparent at this time for its development by the United States. 

(4) The project as proposed will affect lands and navigable waters of the 
United States. 
The Commission orders: 


(A) This preliminary permit is issued to Central Alaska Power Association, 
Inc. (hereinafter referred to as the Permittee) for a period of 36 months, 
effective June 1, 1957, for the sole purpose of maintaining priority of application 
for a license for Project No. 2215 to be located on Copper River in the Third 
Judicial Division, Territory of Alaska, affecting lands of the United States, 
subject to the terms and conditions of the Federal Power Act, which is hereby 
incorporated by reference as a part of this permit, and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1,* entitled “Terms and Conditions of Preliminary Permit,” which terms 
and conditions (designated as Articles 1 through 8, inclusive) are attached 
hereto and made a part hereof, and further subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Regional Forester, U. S. 
Forest Service, Juneau, Alaska, having supervision over the project, or to such 
other officer as the Commission may designate, accurate statements of the work 
accomplished during the period and of the work contemplated under the permit 
for the ensuing period. 

Article 10. The Permittee shall during the period of the preliminary permit 
coordinate the studies of the proposed project with the District Engineer, Corps 
of Engineers, Anchorage, Alaska, with a view that the storage at the project 
may be used for flood control, incidental to power operations. 

Article 11. The Permittee shall, during the period of the permit, cooperate 
with the U. 8S. Fish and Wildlife Service and with territorial agencies concerned 
with fish conservation with the object of assuring full consideration of the 
problems concerning fish and wildlife resources; and further shall avail itself 
of the status and results of studies being conducted in the Columbia River Basin 
relative to anadromous fish protective facilities for high dams, with a view 
toward incorporation in construction plans of protective devices for the preserva- 
tion of the salmon runs on the Copper River. 

Article 12. The Permittee shall consult with the Juneau, Alaska, area office 
of the Bureau of Indian Affairs concerning compensation and losses to the 
Alaskan natives which would result from construction of the proposed project. 

(C) This order shall become final thirty days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this preliminary permit. In acknowledgment of the acceptance of this pre- 
liminary permit, it shall be signed for the Permittee and returned to the Com- 
mission within sixty days from the date of issuance of this order. 


*See 16 F. P. C. 1303. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THE MONTANA POWER COMPANY, PROJECT NO. 2223 
ORDER DENYING APPLICATION FOR PRELIMINARY PERMIT 
(Issued June 17, 1957) 


Application was filed November 2, 1956, by The Montana Power Company 
(Applicant), of Butte, Montana, for a preliminary permit for 18 months under 
the Federal Power Act (hereinafter referred to as the Act) for proposed Project 
No. 2223, to be located on Flathead River, navigable waters of the United States, 
in Lake and Sanders Counties, Montana, and affecting lands within the Flathead 
Indian Reservation. 

As described in the application, the proposed project will consist of a dam 
with a gross head of 160 feet at Buffalo Site No. 4; a reservoir 36 miles long 
with a normal water surface at elevation 2705 feet—which elevation is also the 
normal tailwater elevation of Applicant’s existing Kerr Development, Project 
No. 5, located upstream; and a powerhouse with a capacity of 220,000 kilo- 
watts and appurtenant facilities. 

Applicant is the permittee for proposed Project No. 2164 (at mile 36.4), cov- 
ering the proposed development of this same Buffalo Site No. 4, and, in addition, 
it is the permittee for proposed Project No. 2163 (at mile 60.7), covering the 
proposed development of a site located between Buffalo Site No. 4 and the Kerr 
Dam (at mile 72). The preliminary permits for proposed Projects Nos. 2163 
and 2164 were issued March 8, 1955, for a period of 15 months, effective as or 
February 1, 1955, and as extended will expire January 31, 1958. 

Applicant was issued a preliminary permit for proposed Project No. 2135 (at 
mile 68.6)—covering the proposed development of a site located between Buffalo 
Site No. 4 and the Kerr Dam—for a period of one year, effective as of April 1, 
1954, and as extended expired March 81, 1957. 

Proposed Project No. 2163, if constructed, would inundate proposed Project 
No. 2135 and proposed Projects Nos. 2163 and 2164 would develop the reach of 
Flathead River between Buffalo Site No. 4 and Kerr Dam in two developments. 
Proposed Project No. 2223 would develop this entire reach in one high-head 
development. 

Section 5 of the Act provides that each preliminary permit issued shall be for 
the sole purpose of maintaining priority of application for a license under the 
terms of the Act for such period or periods, not exceeding a total of three years, 
as in the discretion of the Commission may be necessary for making examinations 
and surveys for preparing maps, plans, specifications and estimates and for 
making financial arrangements. 

Applicant has informed the Commission that development of the entire reach 
of the river by a single high dam would flood a much larger area than would 
two or three low-head dams and would involve substantially different local 
considerations. Applicant has also informed the Commission that a limitation 
of the period of a permit for Project No. 2223 to the same period as now provided 
in the permits for proposed Projects Nos. 2163 and 2164 would be acceptable 
to it. 


The Commission finds: 


(1) Proposed Project No. 2223, if constructed, would develop the same reach 
of river as would the proposed projects described in Applicant’s preliminary per- 
mits for proposed Projects Nos. 2135, 2163. and 2164. 
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(2) Such examinations, surveys, and other acts, the performance of which is 
contemplated under a preliminary permit—and which have not already been 
performed under the permits for proposed Projects Nos. 2135, 2163, and 2164— 
can be made with respect to proposed Project No. 2223 under the outstanding 
preliminary permits for proposed Projects Nos. 2163 and 2164. 

(3) In view of the statutory limitation, the Commission is precluded from 
granting the requested preliminary permit for proposed Project No. 2223. 


The Commission orders: 
The aforesaid application is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6747 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 
(Issued June 18, 1957) 


By order issued May 27, 1957, 17 F. P. C. 752, in the above entitled matter, the 
Commission authorized Gulf States Utilities Company (Applicant) to issue and 
sell through competitive bidding, 200,000 shares of Common Stock (no par value), 
subject to the provisions, among others, as set forth in paragraph (B) of that 
order as follows: 

“(B) The proposed issuance and sale of Common Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of § 34.2 (k) (3) of the Commission’s Regulations under the Federal Power Act 
relating to compliance with the competitive bidding requirements and § 34.2 
(k) (4) of the Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegraph as contemplated by § 34.9 of those Regulations. 

(ii) The Commission, by further order, shall have approved the price per share 
to be received by the Applicant for the proposed issuance of Common Stock.” 

Applicant on June 18, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order setting forth, among other things, that 
it proposes to accept as providing the highest price per share therefor, the bid 
of Stone & Webster Securities Corporation to purchase the proposed issuance of 
Common Stock at the price of $37.88 per share. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued May 27, 1957, in the above docket and 
under the bid it proposes to accept for the purchase of the proposed issuance 
of Common Stock, the price to be received by Applicant therefor is reasonable. 

(2) The proposed issuance of Common Stock as hereinafter authorized and 
approved will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 





836 FEDERAL POWER COMMISSION 


The Commission orders: 


(A) The price to be received by Applicant for the proposed issuance of Com- 
mon Stock under the bid referred to above, is approved as reasonable. 

(B) The proposed issuance and sale of Common Stock referred to above, upon 
the terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized subject only to the provisions of paragraphs (A), (C), (D) and (E) 
of the Commision’s order issued May 27, 1957, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


MANUEL DE J. CASTILLO AND MARGARET P. STALLINGS, PROJECT 
NO. 1890 


ORDER APPROVING TRANSFER OF LICENSE (MAJOR) 
(Issued June 18, 1957) 


A joint application pursuant to Section 8 of the Federal Power Act was filed 
March 14, 1957, and amended May 3, 1957, by Manuel de J. Castillo, licensee for 
major Project No. 1890, and Margaret P. Stallings for approval of transfer of 
the license for the project from the former to the latter. 

The project is located on Milner Creek, a tributary of Owens River, in Mono 
County, California, and affects lands within Inyo National Forest and other lands 
of the United States. 

The license for the project, which is former Project No. 922 improved, was 
issued January 2, 1946, effective as of January 1, 1945, for a period of 25 years 
to Champion Sillimanite, Inc., and, after several previous transfers—all approved 
by the Commission—was last transferred, effective as of June 20, 1955, to Manuel 
de J. Castillo, the present licensee. 

The proposed transferee acquired the interest of the licensee in the project 
properties through intermediate conveyances, particularly by deeds executed 
August 30, 1956 and April 2, 1957. 


The Commission finds: 


(1) The proposed transferee of the license is a citizen of the United States, 
and has submitted satisfactory evidence of compliance with the requirements 
of all applicable State laws insofar as necessary for the operation of the 
project. 

(2) Approval of the transfer of the license for the project, as hereinafter 
provided, will not be inconsistent with the public interest. 


The Commission Orders: 


(A) The transfer of the license, as amended, for major Project No. 1890 from 
Manuel de J. Castillo to Margaret P. Stallings is approved, effective as of August 
30, 1956, subject to Section 9.3 of the Commission’s regulations under the 
Federal Power Act, provided that the transferee shall be subject to all the 
conditions of the license, as amended, and to all the provisions and conditions 
of the to Act to the same extent as though she were the original licensee, and 
subject to the further condition that in effecting the transfer neither the 
expenditures on account of the project nor the net investment therein shall be 
increased on account of the transfer. 
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(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance by Margaret P. Stallings of the license for Project No. 1890. In 
acknowledgment of the acceptance of the license, this instrument shall be 
signed by Margaret P. Stallings, the new licensee, and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NEW ENGLAND FISH COMPANY, PROJECT NO. 1931 


ORDER ISSUING NEW LICENSE (MINOR) 
(Issued June 18, 1957) 


Application was filed October 31, 1956, by New England Fish Company, of 
Seattle, Washington, for a new license under the Federal Power Act (hereinafter 
referred to as the Act) for constructed minor Project No. 1931, located on 
Orca Creek, tributary to Orea Inlet, an arm of Prince William Sound, in the 
fhird Judicial Division, Territory of Alaska, and affecting lands of the United 
States within the Chugach National Forest. 

The project—License No. 1 for which expired February 25, 1957—is a recon- 
struction of Project No. 1114, surrender of license for which was accepted 
September 5, 1944, and occupies approximately one-half acre of lands of the 
United States. License No. 1 was issued to New England Fish Company on 
February 26, 1947, for a period of ten years. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Chugach National Forest, has reported that certain pro- 
visions included in the expired license—which are usually included in licenses 
for such projects and are included in the license issued herein—will provide for 
adequate protection and utilization of the national forest land now occupied. 

The Secretary of the Interior has informed the Commission that no fish 
facilities are recommended or required on the project. 

The Chief of Engineers and the Secretary of the Army have informed the 
Commission that insertion in the license of terms and conditions in the interest 
of navigation is not considered necessary. 

The Alaska Department of Fisheries has informed the Commission that it 
has no objection to the reissuance of a license for the project. 

The Commission finds: 

(1) The project occupies lands of the United States. 

(2) The project consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Principal structures, comprising a rock-filled diversion dam about 1% 
feet high and 25 feet long, a semicircular wooden flume 221 feet long and ap- 
proximately 18 inches in diameter, a wooden penstock or box at the lower end 
of the flume, a circular wooden tank 24 feet in diameter and 16 feet high with 
capacity of 50,000 gallons, a 10-inch-diameter wire-wound wood pipeline about 
850 feet long from the tank to the Applicant’s salmon cannery on the shore of 
Orca Inlet, and an 80-horsepower water wheel and 50-kilowatt generator oper- 
ating under a gross head of about 240 feet located in the cannery; and 

506455—59———_55 
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(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests, the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by a certain exhibit which formed part of the application for license and which 
is described as follows: 

Erhibit K: A detail map in one sheet (FPC No. 1931-1), entitled “Power 
Project of New England Fish Company at Orca, Alaska,” and signed by H. 
Synnestvedt, Vice President and General Manager, on April 21, 1945. 

(3) The applicant is a corporation organized under the laws of the State of 
Maine and has submitted satisfactory evidence of compliance with all the require- 
ments of all applicable State and Territorial laws insofar as necessary to effect 
the purposes of a new license for the project. 

(4) No conflicting application is before the Commission. 

(5) The issuance of a new license for the project as hereinafter provided 
will not affect the development of any water resources for public purposes which 
should be undertaken by the United States. 

(6) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Chugach 
National Forest was created or acquired. 

(7) The amount of annual charges to be paid by the licensee under the new 
license for the purposes of reimbursing the United States for the costs of 
administration of Part I of the Act and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The installed capacity of the project is 80 horsepower and the energy 
generated thereby is used for lighting and other purposes in Applicant’s cannery 
in case of failure of the main power supply, which is furnished by Alaska Public 
Utilities, of Cordova, Alaska. 

(9) The exhibit described in finding (2) above conforms with the Commis- 
sion’s rules and regulations. 

(10) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 


Section 4 (b), except the second sentence thereof ; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and to 
the acceptance and expression in the license of terms and conditions of the 
Act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to 
depreciation reserves; (10) (d); 10 (f); 11; 12; 14, except insofar as the 
power of condemnation is reserved; 15; 18, except insofar as it relates to 
fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value. 


The Commission orders: 


(A) This new license is issued to New England Fish Company under Sections 
4 (e) and 15 of the Act for a period of 10 years, effective as of February 26, 1957, 
for the operation and maintenance of minor Project No. 1931, affecting lands of 
the United States within the Chugach National Forest, subject to the terms and 
conditions of the Act which is hereby incorporated by reference as a part of 
this license (except that the terms and conditions of Part I of the Act referred 
to in finding (10) above are hereby waived to the extent therein specified), and 
subject to such rules and regulations as the Commission has issued ‘or pre- 
scribed under the provisions of the Act. 
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(B) This license is also subject to the terms and conditions set forth in Form 
L-7,* December 15, 1953, entitled “Terms and Conditions of License for Minor 
Project Affecting Lands of the United States”, which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special 
condition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, $5.00; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $5.00. 

(C) The exhibit described in finding (2) above is approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the Licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THE WASHINGTON WATER POWER COMPANY, PROJECT NO. 2058 
ORDER APPROVING PROJECT EXHIBIT 
(Issued June 18, 1957) 


Application was filed December 27, 1956, and supplemented on May 3, 1957, 
by The Washington Water Power Company, licensee for major Project No. 2058, 
for approval of Exhibit K (FPC No. 2058-41) as a part of the license for the 
project. 

The exhibit just described shows a 230 kv tap line extending from the Cabinet 
Gorge Switching Station of Project No. 2058 to the Bonneville Power Admin- 
istration switchyard, a distance of about 1.12 miles, and the effect of approval 
of the exhibit would be to include the tap line under the license as part of 
Project No. 2058. The tap line does not occupy any lands of the United States. 


The Commission finds: 


(1) The aforementioned tap line constitutes a primary line as defined in Sec- 
tion 3 (11) of the Federal Power Act and, therefore, is subject to the licensing 
authority of the Commission. 

(2) Exhibit K (FPC No. 2058-41), which supersedes Exhibit K (FPC No. 2058- 
16) now part of the license, conforms to the Commission’s rules and regulations 
and should be included as part of the license for Project No. 2058, and the super- 
seded exhibit should be eliminated therefrom as hereinafter provided. 


The Commission orders: 


(A) Exhibit K (FPC No. 2058-41) is approved as part of the license for 
Project No. 2058 and the tap line shown thereon is approved as part of the 
project. 


* See p. 486. 
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(B) Superseded Exhibit L (FPC No. 2058-16) is eliminated from the license 
for the project. 

(C) This order shall become final thirty (30) days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 318 (a) 


of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


CONSOLIDATED WATER POWER COMPANY, PROJECT NO. 2110 
ORDER APPROVING REVISED EXHIBIT 
(Issued June 18, 1957) 


On October 12 and 15, 1956 Consolidated Water Power Company, licensee for 
major Project No. 2110, filed for Commission approval, Supplemental Exhibit F 
and Supplemental Exhibit K, Sheet 1 (FPC No. 2110-15) for the project transmis- 
sion line. 

On May 1, 1957 the licensee submitted a revised Supplemental Exhibit F and a 
revised print of Supplemental Exhibit K, Sheet 1, and authorized the Commission 
staff to revise the tracing of the latter exhibit to conform to the print. The 
transmission lines does not affect lands of the United States. 

Commission approval of Supplemental Exhibit F is not required. 

The Commission finds: 

The above-described Supplemental Exhibit K, Sheet 1 as revised conforms 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project. 

The Commission orders: 

(A) Supplemental Exhibit K (FPC No. 2110-15) as revised is approved as 
part of the license for Project No. 2110. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PUGET SOUND POWER AND LIGHT COMPANY, DOCKET NO. E-6753 


ORDER DENYING REQUEST FOR MODIFICATION OF AUTHORIZATION TO ISSUE FIRST 
MORTGAGE BONDS 


(Issued June 19, 1957) 


By order issued June 7, 1957, 17 F. P. C. 797, in the above-entitled matter, the 
Commission authorized Puget. Sound Power and Light Company (Applicant) 
to issue and sell at competitive bidding $20,000,000 principal amount of First 
Mortgage Bonds, series due 1987 upon the terms and conditions and for the 
purposes as set forth in the application and subject to among other conditions 
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subsequent Commission approval of the price to be received by Applicant for the 
Bonds and the interest rate thereof.* 

Applicant on June 17, 1957 filed an amendment requesting a modification of 
the aforementioned Commission order so as to authorize the inclusion in 
Applicant’s Indenture of First Mortgage as heretofore supplemented and as to 
be further supplemented by a proposed Forty-second Supplemental Indenture 
thereto, of an initial five-year limitation on the right of Applicant to call the 
proposed $20,000,000 issuance of Bonds for redemption. Specifically, Applicant 
proposes the inclusion of the following language: 


* * * provided, however, that prior to July 1, 1962, no bonds of this series 
may be redeemed, directly or indirectly, from the proceeds of or in antici- 
pation of the issuance of any indebtedness by or for the account of the 
Company having an effective interest cost (calculated after adjustment, in 
accordance with generally accepted financial practice, for any premium re- 
ceived or discount granted in connection with such issuance) of less than 
such effective interest cost to the Company of the bonds of this series. 


The proposed Forty-second Supplemental Indenture otherwise provides that 
the regular redemption price of the Bonds would be, for the 36 months’ period 
commencing July 1, 1957, the initial public offering price of each Bond, plus 4 
of one per cent of the principal amount thereof, plus an amount equal to the 
interest rate on the Bonds; and for each 12 months’ period thereafter, the 
initial regular redemption premium would be reduced by 1/27th. 

Applicant bases its request for the subject amendment upon its evaluation 
that present market conditions would result in a lower interest cost for new 
issues of long-term debt securities with a financially non-callable feature over 
those without such provision. In addition, Applicant states that such a pro- 
vision would materially enhance the marketability of the proposed issuance of 
First Mortgage Bonds. 

Our examination of this matter leads us to the conclusion that Applicant 
has failed to make an adequate factual showing in support of its current 
request. The matters of credit rating, present amounts of capital available 
for investment purposes and the current competition therefor by the electric 
utility industry are market factors whose aggregate weight is, in any given 
situation, reflected in the current hire of the money. The change cf any one 
of those or other factors affecting the capital market would, of course, be 
reflected in the “hire” to be paid by any given borrower. What this is today 
may or may not be the prevailing rate tomorrow. Accordingly, we believe it to 
be in the public interest, in the case of a regulated industry such as electric 
utility industry, that this “hire” be stated, in such a manner as to allow the 
debtor to take advantage of any future fortuitous market conditions which 
might result in lower annual costs of money to it. Under the proposed amend- 
ment to Applicant’s Indenture in the case now before us, that would not be 
possible for the first five years. 

Any conclusion that the addition of the proposed “non-call” feature to 
Applicant’s $20,000,000 issuance of Bonds would result in a substantial interest 
saving to it, must a fortiori involve an evaluation of future market conditions 
for a minimum period of five years. Unforeseen circumstances may, of course, 
result in a substantial alteration of any such evaluation at this time. 

However, stated, Applicant will have to pay the currently prevailing “hire” 
or cost of money for securities of the type and character which it proposes to 


1 By that order, Applicant was also authorized to issue $25,000,000 Principal Amount of 
short-term unsecured Promissory Notes. 
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issue. We see no difference in setting forth that cost as a stated interest rate, 
or in part as a stated interest rate and in part as a penalty against redemption. 
And, in any event our experience to date has not shown a material difference in 
the cost of money, on a current basis, of comparable security issues with a limita- 
tion on the right of redemption and those without. Rather, the difference if any 
is reflected, we believe, in the whole period during which a borrower may not 
redeem a given issuance. 

Accordingly, we believe it is necessary and appropriate for the purposes of the 
Federal Power Act that Applicant’s request for an amendment of our prior 
authorization herein be denied as hereinafter provided. 

The Commission orders: 

Applicant’s request for an amendment of the authorization to issue and sell 
$20,000,000 principal amount of Bonds as set forth in our order issued June 7, 
1957, in the above docket be and the same hereby is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. E-6755 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF CONVERTIBLE DEBENTURES AND 
COMMON STOCK 


(Issued June 19, 1957) 


By order issued June 10, 1957, 17 F. P. C. 810, in the above-entitled matter, the 
Commission authorized Montana-Dakota Utilities Co. (Applicant), to issue and 
sell through competitive bidding $10,000,000, principal amount, of Debentures 
convertible into unissued shares of Applicant’s Common Stock, par value $5.00 
per share, subject to the provisions, among others, as set forth in paragraph (B) 
of that order as follows: 


(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and telegraph, as contemplated 
by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the coupon rate and the price 
to be received by Applicant for such Debentures and the conversion price 
of Applicant’s Common Stock by a further order. 


Applicant on June 19, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, stating that it has fixed $27.00, as the 
conversion price of its shares of Common Stock into which the $10,000,000, 
principal amount of Debentures are convertible from the time of issuance 
through May 31, 1967; and that it proposes to accept, as providing the lowest 
annual cost of money to it, the bid of Blyth & Co., Inc. to purchase the proposed 
issuance of Debentures at the price of 99.17% of principal amount, with a coupon 
rate of 4%% per annum. 
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The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order, referred to above, and the price to be received 
by Applicant for the proposed Debentures, and the coupon rate on said Deben- 
tures (under the bid referred to above), and the conversion price of its Common 
Stock are reasonable. 

(2) The proposed issuances of Debentures and Common Stock, as hereinafter 
authorized and approved, will be for a lawful object within the corporate pur- 
poses of Applicant and compatible with the public interest, which is appropriate 
for and consistent with the proper performance by Applicant of service as a 
public utility, and which will not impair its ability to perform that service, and 
is reasonable and appropriate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the Debentures and the coupon 
rate thereon (under the bid referred to above), and the conversion price of 
Applicant’s Common Stock all are approved as reasonable. 

(B) The issuances of Debentures and Common Stock referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of Paragraphs (A), (C), (D) and 
(E) of the Commission’s order issued June 10, 1957, in this matter. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NOS. G—2503, 
G-9784, G-9785, G-9786; TEXAS EASTERN PENN-JERSEY TRANSMIS- 
SION CORPORATION, DOCKET NO. G-9787 


UPINION AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AUTHORIZING ABANDONMENT OF FACILITIES 


(Issued June 21, 1957) * 
Syllabus 


1. Commission concludes that the Little Inch in products transportation serv- 
ice will not have an adverse substantive impact on the barge operators, nor will 
its association with Texas Eastern’s natural-gas business have any destructive 
or competitively unfair effects on them. P. 858. 

2. Commission finds that the conversion of the Little Inch to petroleum prod- 
ucts will not constitute any violation either of the letter or policy of the antitrust 
statutes. P. 858. 

3. Commission finds that reconversion of the Little Inch to the transportation 
of petroleum products will be consistent with national defense plans. P. 861. 

4. Commission issues a certificate of public convenience and necessity under 
section 7 of the Natural Gas Act authorizing Texas Eastern to construct and 
operate “maximum” facilities and grants Texas Eastern permission to abandon 
certain facilities. P. 864. 

Charles I. Francis, R. Clyde Hargrove, J. D. Head, Keith M. Pyburn, Martin L. 
Friedman, Frank J. Peragine, Rush H. Limbaugh, Jr., Sterling W. Steves, and 


Charles D. Thompson for Texas Eastern Transmission Corp. and Texas Eastern 
Penn—Jersey Transmission Corp. 


*Designated Commission opinion No. 303. Rehearing denied by order issued 
August 9, 1957. 
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Robert L. Russell and William L. Brunner for the staff of the Federal Power 
Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


INTRODUCTION 


Our task here is to apply the provisions of Sections 7 (b) and (e) of the 
Natural Gas Act (Act) to the authorizations sought by Texas Eastern Trans- 
mission Corporation (Texas Eastern) in this case, so as to comply fully with 
the requirements lad down by the Court of Appeals in its City of Pittsburgh 
decision’ reversing our earlier grants of authority to Texas Eastern in opinion 
No. 282 and accompanying order,’ to the end that these proceedings, which have 
been pending before us for almost three years, can at last be consummated. 
The authorizations Texas Eastern seeks involve, summarily, (a) permission 
to abandon a portion of its Little Inch line which it would then convert to the 
transportation of clean petroleum products and (b) authority to construct and 
operate facilities which would supply the natural-gas service formerly rendered 
by the Little Inch and also enable Texas Eastern to increase its peak-day deliv- 
eries by 255,000 Mcf. 

As a matter of fact, the task before us is already largely completed. After 
the court reversed opinion No. 282, in accordance with its mandate we set the 
matter down and heard it again, and some eight months ago, on October 9, 1956, 
we issued a second opinion, No. 296 and accompanying order. In reaching our 
determinations there, we considered the greater part of those matters the court 
had held we must pass upon in determining where the public convenience and 
necessity lie in respect of the authorizations Texas Eastern seeks. That phase 
of the case we denominated Part A. Hearing and decision on the remaining 
few issues, which were denominated Part B, we deferred, in the exercise of 
administrative discretion. Now we have heard and are ready to decide Part B 
also, which under the court’s decision involves a consideration, as further ele- 
ments in determining the public convenience and necessity, of (a) whether 
there would be any unfair competition stemming from the reconverted Little 
Inch’s association with Texas Eastern which would injure the business of barge 
operator interveners engaged in transporting clean petroleum products along 
the Mississippi River and tributaries; (b) whether conversion of the Little 
Inch would violate our national policy against monopoly; and (c) whether 
conversion would have an adverse effect on the national defense. 


PROCEDURAL BACKGROUND AND NATURE OF THE OASE 





These proceedings have been expanded by the intervener barge operators out 
of all proportion to the merits of the issues they urge. However, to preclude 
any claimed misunderstanding of the issues considered and determinations 
reached here and in opinion No. 296 and accompanying order, we deem it de- 
sirable to set forth the background and elements of the case in exrtenso. 

The proceedings arose on an application filed by Texas Eastern on July 26, 
1954, in docket No. G—2503, for two authorizations. First, Texas Eastern 
sought permission under Section 7 (b) of the Act to abandon that portion of its 
“Little Inch” line which extends from Baytown, Texas, to Moundsville, West 


1 City of Pittsburgh, et al. v. Federal Power Commission, 237 F. 2d 741 (CADC, March 
8, 1956). 

2JIn the Matter of Texas Eastern Transmission Corporation, docket No. G—2503, issued 
June 24, 1955. 
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Virginia, as well as certain compressor facilities. This portion of the line 
would then be converted to transport clean petroleum products to Midwestern 
markets, in which capacity it would be under the jurisdiction of the Interstate 
Commerce Commission. Second, Texas Eastern sought permission under Sec- 
tion 7 (e) to construct and operate substitute facilities, consisting of com- 
pressor facilities at Beaumont, Texas, a 24inch pipeline extending from Beau- 
mont across south Louisiana to Kosciusko, Mississippi, and additional com- 
pression facilities along Texas Eastern’s existing 30-inch pipeline extending from 
Kosciusko to Connellsville, Pennsylvania. By means of the Beaumont-Kosciusko 
tie-line the load therefore carried by the Little Inch would be transferred to the 
Kosciusko-Connellsville line which would continue without diminution the 
natural-gas service previously rendered by the Little Inch. 

The Little Inch is a pipeline 20 inches in diameter which had been constructed 
by the federal government at the time of World War II for the transportation 
of petroleum, and which Texas Eastern had purchased and converted to trans- 
port natural gas. The Little Inch originates in east Texas, relatively close to 
the sources of natural gas and oil in the area. Both the Little Inch and 
Kosciusko-Connellsville lines feed into the Appalachian region in the neighbor- 
hood of Pittsburgh.* The capacity of the Kosciusko-Connellsville line is suf- 
ficient, by means of additional compression, to accommodate, in addition to its 
present load, the volume of some 200,000 Mcf of natural gas per day presently 
being transported through the Little Inch. 

After extended hearings, by opinion No. 282 and accompanying order issued 
June 24, 1955, we authorized both the abandonment and the construction and 
operation of substitute facilities by Texas Eastern. 

Then on March 8, 1956, the Court of Appeals reversed that opinion and order, 
on appeal by interveners the City of Pittsburgh, Chotin Towing Corporation, and 
Greenville Towing Company, Inc. (the later two being referred to herein as 
“barge operators”) and remanded the case to the Commission for further 
proceedings in conformity with its opinion. 
for reversal related principally to the exclusion at the hearing of evidence offered 
by these parties which the court held we should consider in determining the 
“public convenience and necessity.” 

The City of Pittsburgh’s position was that the abandonment of the Little Inch 
as proposed would, by requiring the utilization of unused capacity of the 
Koschiusko-Connellsville line, remove from service facilities which could be 
inexpensively expanded, so that future necessary expansion for service could 
only be achieved at greater cost, to the detriment of Pittsburgh ratepayers. Such 
evidence was excluded by the presiding examiner as beyond the scope of the hear- 
ing. The court held that Pittsburgh was entitled to show whether it would be 
injured by the exhaustion of Texas Eastern’s “cheap expandability,” and that we 
should consider the evidence respecting the next block of expansion “on alterna- 
tive hypotheses: (1) that Little Inch is a part of the system, (2) that Little Inch 
has been abandoned,” 237 F. 2d at 753. 

We have already made the indicated comparison in opinion No. 296, with 
results that decisively favor abandonment. Neither the City of Pittsburgh nor 
any other party has challenged opinion No. 296 by either application for rehear- 
ing or petition for review, and the determinations finally reached there may be 
said to be laid to rest beyond the possibility of revival. 

8 This area may, for present purposes, be regarded as their points of termination. The 
Big Inch, a 24-inch line constituting the third of Texas Eastern’s main lines, is not in- 


volved in this case. It substantially parallels the Little Inch’s course from Texas to 
New Jersey. 
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However, the problems raised by the barge operators are still with us.“ The 
barge operators had offered evidence claimed to show injury from the entry of the 
Little Inch into petroleum products service. Their position was that Texas 
Eastern in its products operation made possible by our grant of authority would 
possess an unlawful or at least improper power to damage or destroy the barge 
operators’ businesses by reason of the advantages the Little Inch would derive 
from association with Texas Eastern’s natural-gas business, and that this would 
result in violation of the national policy against monopoly expressed in the 
antitrust laws as well as be inconsistent with the national defense. The evidence 
they proffered on these issues was rejected by the Commission, but the court 
held it should have been received, stating that (237 F. 2d at 754)— 


Although the Commission has no power to enjoin conduct as illegal under 
the Sherman Act or even declare such illegality, it certainly has the right 
to consider a congressional expression of fundamental national policy as 
bearing upon the question whether a particular ertificate is required by 
public convenience and necessity. 


And (id.)— 


So far as problems of national defense are concerned, other agencies are 
more directly responsible and more competent than this Commission. The 
Commission would, of course, do well to respect the views of such other 
agencies as to those problems. . . . [However,] the views of defense agencies 
ean have no influence at all over the determinations which come within the 
Commission’s jurisdiction, if the Commission treats defense problems as 
beyond the limits of its notice. 


Meanwhile, on December 16, 1955, before opinion No. 282 was reversed, Texas 
Eastern filed in docket No. G-9784 a request for authority to expand its natural- 
gas system to make an additional 255,000 Mcf peak-day deliveries, and to lease and 
operate other new facilities proposed to be constructed by Texas Eastern Penn- 
Jersey Transmission Corporation (Penn-Jersey) in docket No. G—°787, under the 
latter’s application filed the same day. 

Texas Eastern also applied, on December 16, 1955, in docket No. G-9785, for 
authorization to import natural gas from Mexico, and in docket No. G—9786, 
for a permit to import such gas in accordance with Executive Order No. 10485. 
Such imported gas was to constitute a substantial portion of the 255,000 Mcf 
peak-day expansion. These four dockets were consolidated and Texas Eastern 
presented its complete direct case at hearings on March 19-23, 1956, whereupon 
the hearings were recessed until April 16, 1956. 

When the court’s March 8 reversal of opinion No. 282 was handed down, and 
when we came to reopen the case in conformity therewith, it appeared that Texas 
Eastern’s proposed expansion in the above dockets afforded opportunity for 
considering the economic effect of future expansion by Texas Eastern which 
the court had held was required. Accordingly, by order issued April 5, 1956, 
we provided for the consolidation of all the above-listed dockets, along with the 
original proceeding which had been reversed. As matters then stood, Texas 
Eastern’s requested authorizations presented two aspects or proposals: certain 
“minimum” facilities which it would need under its expansion program, assum- 
ing the Little Inch were retained in service; and certain “maximum” facilities 
which it would need if the Little Inch were retired from service. 


“Most recently, the barge operators have filed a petition for review of our order issued 
March 11, 1957, omitting the intermediate decision in this case and a request for a stay 
of the oral argument on the merits of the case. The court denied the request for stay ; 
the petition for review is still pending. 
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In that April 5 order we also prescribed procedures to be followed at the 
hearing which would permit the trying out, in an orderly and expeditious man- 
ner, of all the issues presented.’ We directed that the proceedings be conducted 
in two parts. 

In Part A, a record was to be made covering all the issues raised by Texas 
Eastern’s proposals in all the consolidated dockets, insofar as they related to 
Texas Eastern’s “gas service,” without consideration of what we termed the 
“public policy questions’—that is, the question of whether there would be harm 
to the barge operators from unfair competition, and questions of the effect on 
the national antimonopoly policy, and on national defense—arising from Texas 
Eastern’s proposed products service. The record in Part A would thus include 
all evidence relating to both the “minimum” and the “maximum” expansions 
proposed by Texas Eastern and the comparison of costs of expansion called for 
by the court’s opinion in response to the City of Pittsburgh’s complaints—in 
other words, evidence in satisfaction of each and every requirement of public 
convenience and necessity with respect to all such matters as adequacy of facili- 
ties, adequacy of service, gas supply, economic feasibility, and the like arising 
on the proposed abandonment under Section 7 (b) and on the construction and 
operation of facilities and proposed sales under Section 7 (e)—with the narrow 
éXception of the evidence on the issues postponed to Part B. 

We directed that in Part B, which should follow the determination of Part A, 
a record should be made relating solely to the public policy questions summar- 
ized above, raised by the barge operators. 

The record in Part A was certified to us as directed, and on October 9, 1956, we 
issued our opinion No. 296 and accompanying order. To the extent pertinent, in 
that opinion we did two things. First, we granted finally the authorizations 
Texas Eastern sought for the “minimum” facilities, which we could do without 
regard to any action which might be taken on the application to abandon the 
Little Inch. Second, we determined that the public convenience and necessity 
permitted the abandonment of the Little Inch, and required the construction 
and operation of the “maximum” facilities sought by Texas Eastern. And we 
found that except for the need for hearing and determining the final narrow 
issues raised by the barge operators reserved for Part B, permission to abandon 
the Little Inch and to construct and operate the “maximum” facilities would be 
granted forthwith.® 

By order issued March 11, 1957, the intermediate decision procedure was 
omitted and on May 16, 1957, oral argument was had pursuant to Commission 


5 Even then, over a year ago, we expressed our concern that these matters go forward 
expeditiously, pointing out that “it is incumbent upon us to pass upon the propriety of 
those demands [of Texas Eastern’s customers for additional gas] and Texas Eastern’s 
proposal to supply them at the earliest possible moment” and that “[P]roper discharge of 
our duties under the Natural Gas Act requires us to specify procedures designed to secure 
the most expeditious disposition possible of these consolidated matters, preserving at 
the same time the rights of all parties.” 

* Thus in this regard, we found and determined in opinion No. 296 that (16 F. P. C. 47) 
“(4) insofar as Texas Eastern’s gas operations only are concerned, the public convenience 
and necessity permit the retirement of the Little Inch line as requested in docket No. 
G—2503, and require the construction and operation of the maximum facilities requested 
in docket Nos. G-2503 and G—9784 as amended . . .”, and that “But for the necessity of 
considering relevant evidence relating to matters other than gas operations, as outlined 
in our order issued April 5, 1956, concerning (1) the effect of the proposed reconversion 
of the Little Inch line upon carriers of petroleum products, (2) possible violations of the 
national policy against monopoly expressed by the antitrust laws, and (3) matters of 
national defense, we would at this time authorize the abandonment of the Little Inch line 
and the construction of the maximum facilities referred to in paragraph (4) hereof.” 
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order issued April 16, 1957, and we must now dispose of the remaining issues 
in Part B. 

Except for the casual and intermittent participation of several of the inter- 
veners, the only interveners actively participating in the Part B hearings were 
the barge operators, consisting of Chotin Towing Corporation, Greenville Towing 
Company, Inc., The Comet River Company, G. W. Gladders Towing Company, 
Inc., Walter C. Houghland Sons, Inc., Industrial Marine Service, Inc., Ingram 
Barge Company, and Lea River Lines, Inc. 


TEXAS EASTERN’S PROPOSAL AND THE POSITIONS OF THE PARTIES 


Texas Eastern’s proposal.—Turning to the specific features of Texas Eastern’s 
project, as mentioned above, the Little Inch originates in east Texas and pro- 
ceeding in a northeasterly direction, extends across Arkansas, crosses the 
southeastern corner of Missouri, where it crosses the Mississippi River at a 
point south of Cape Girardeau, and then proceeding across southern Illinois, 
crosses southern Indiana, central Ohio, northern West Virginia, and southern 
Pennsylvania to its point of termination in New Jersey, near New York City. 
As mentioned, Texas Eastern proposes to abandon only that portion lying be- 
tween Baytown, Texas and Moundsville, West Virginia. That part of the 
Little Inch converted for operation as a common carrier of petroleum products 
would be operated as a part of its petroleum products division, and would be 
subject to the jurisdiction of the Interstate Commerce Commission." The re- 
converted line will carry clean petroleum products such as gasoline, kerosene, 
and distillates, as well as liquefied petroleum gases such as butane and propane 
which because of their characteristics are not transported by barge. 

At the southwestern end, Texas Eastern proposes to interconnect the Little 
Inch with products pipelines for receipt of products having three principal 
points of origin: the large refineries on the Texas-Gulf coast area between 
Sweeney, Texas and Lake Charles, Louisiana; the refineries in the Shreveport- 
El Dorado, Arkansas area; and the Oklahoma refineries as far west as Duncan, 
Oklahoma. The Texas-Gulf coast refineries will have access through existing 
products pipeline facilities. The Little Inch would give shippers from this area 
access to inland points in the southwest such as Shreveport and Little Rock and 
outlets to the lower Mississippi River at Arkansas City, Helena, and West 
Memphis. The Shreveport-El Dorado refineries will have access through the 
Triangle pipeline system which was acquired by Texas Eastern in 1954. An 
interconnection will also be established at El Dorado with Project 5 pipeline, 
which runs to the Mississippi River at Helena, Arkansas. Products from the 
Oklahoma refining areas will enter the Little Inch through an interconnection 
in northern Arkansas with the Oklahoma-Mississippi River Products Pipeline 
(Omar), which carries clean products to its terminus at) West Memphis, 
Arkansas. 

Shippers in all three refining areas would be able to ship to discharge points 
in the midwest along the route of the Little Inch and along a 14-inch lateral 
that Texas Eastern proposes to build from Seymour, Indiana, through Indian- 
apolis and Lafayette, Indiana to Chicago. Interconnections are planned with 
other pipelines in the midwestern area such as the Buckeye, Wolverine and 
Badger systems. Also, water terminals will be constructed by Texas Eastern 
at Cape Girardeau, Missouri and Moundsville, West Virginia for barge trans- 
shipments. By use of its facilities, and by interconnections with other products 
pipeline facilities, Texas Eastern plans to supply a products transportation 


7 Pursuant to Section 1 (1) (b) of the Interstate Commerce Act. 
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service which will enable products from the above areas, directly or by trans- 
shipment, to reach markets in the eleven states emphasized by Texas Eastern, 
consisting of Missouri, Illinois, Indiana, Ohio, Iowa, Minnesota, Wisconsin, 
Michigan, Kentucky, Tennessee and West Vi: ginia. 

Texas Eastern’s contentions.—A brief summarization of the positions of the 
parties will assist in restoring this case to its proper perspective. 

Texas Eastern takes the position that conversion of the Little Inch will have 
little, if any, adverse effect upon the barge operators. Admitting that the barge 
operators may feel a competitive rub at the outset of the Little Inch’s operations, 
Texas Eastern takes the position that this will be temporary and will not cause 
permanent harm. It contends that there is enough traffic in petroleum products 
from the areas the Little Inch would serve to support both barges and the Little 
Inch. It argues that large and growing market for clean products in the area 
the Little Inch would serve, and the surplus supplies in the Little Inch’s areas 
of origin, assure a need for a large and growing transportation service sufficient 
to support barge operators and Little Inch alike. 

Nor will the barge operators suffer any unfair or destructive competition from 
the Little Inch, says Texas Eastern. The barge operators had contended, in 
the language of the court, that “Texas Eastern would bring to its new business 
a destructive competitive power born of the financial advantage it derives from 
its natural-gas business...” 237 F. 2d at 753. Texas Hastern replies that 
its status as a natural-gas company would give it no special advantage in the 
operation of the Little Inch as a products carrier since independent of the 
Little Inch, the conversion project is feasible economically and from every other 
point of view; and that such competition as would result from the Little Inch 
would be neither unfair nor destructive, but lawful and salutary. 

Since the barge operators could suffer no significant injury and since there 
would be no unfairness involved in the competition the Little Inch would 
supply, there can be no adverse consequences resulting from the conversion of 
the Little Inch, says Texas Eastern. On the contrary, in the company’s view, 
the conversion of the Little Inch to products transportation will foster compe- 
tition and promote the national policy against monopoly, as well as promote 
the national defense, and would thus serve rather than detract from the 
convenience and need of the public. The barge operators, the company says, 
basically are seeking to protect their own narrow private interests, rather than 
the public interest. It concludes that since the company has met the burden 
imposed by the Act as the court interpreted it in the City of Pittsburgh opinion, 
the authorizations granted in part in opinion No. 296 and accompanying order 
should now be granted finally. 

The barge operators’ opposition —In their brief, the barge operators set forth 
that “they would not object to the Little Inch as a products line if it stood on its 
own two feet—and did not have the natural gas nexus available as succor and 
the basis for launching and operating the line in products service; and that they 
would not object to a conditional approval of the Little Inch abandonment, con- 
ditioned on a severance, at the outset, of the Little Inch from the natural gas 
transmission company.” 

Otherwise, the barge operators take the position that conversion of the Little 
Inch would result in “undoubted injury” to them. Basically, they contend that 
the volume of clean petroleum products to be transported to the area Texas 
Eastern would serve is limited to a relatively fixed total which is sufficient to 
support the barge operators alone but insufficient to support both them and the 
Little Inch together. 
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In the initial proceeding the barge operators sought to protect a transporta- 
tion market then totaling some 100,000 barrels of products daily, the extent of 
their deliveries. The converted Little Inch as now projected has an initial 
capacity of 185,000 barrels daily. The transportation market in question, ac- 
cording to the barge operators, consists of P. A. D. (Petroleum Administration 
for Defense) District 2, embracing the states lying in the eleven-state area, 
except for West Virginia, emphasized by Texas Eastern and also North Dakota, 
South Dakota, Nebraska, Kansas and Oklahoma, and involves an average 
daily volume of some 150,000 barrels. This transportation market is now served, 
it is said, by the contract barge operators with the long-haul transportation of 
clean products from the Gulf coast and lower Mississippi Valley area, consisting 
of P. A. D. District 3. The barge operators take the position that for basic 
economic reasons, the clean products requirements of P. A. D. District 2 are 
served from this area’s own refineries, which can refine imported crude more 
economically than clean products can be imported into the area. Accordingly, 
they say, the import of clean products is a fringe or marginal transportation 
market which will not increase. The employment of the Little Inch in prod- 
ucts transportation, it is said, would cause the displacement of the barge oper- 
ators from the bulk of this fringe transportation market, injuring the operators 
displaced and placing those which remain at a competitive disadvantage because 
of the excess barge equipment remaining in service. 

However, what the barge operators call the “vital” issue in the case is the 
allegedly unfair means by which the Little Inch would cause the damage and 
the unfair competition which it is said would be involved in its operation. They 
argue that the Little Inch in products operation would enjoy a sheltered position 
and special advantages of economic and financial strength arising out of its 
joinder with Texas Eastern’s natural-gas business. It is said that on this 
account, the Little Inch would enjoy greater ease of financing, reduced costs, 
and lessened risks. Further, it is said that although its operation in products 
transportation actually is commercially unsound for basic economic reasons, the 
Little Inch could, with these supports and benefits, actually lose money and 
still compete successfully with the barge operators. 

As to the effects of the conversion on the national policy against monopoly, 
the barge operators say, first, that the Little Inch conversion project is in dis- 
regard of the antitrust laws, for the reason that acquisition of the Triangle Pipe- 
line several years ago, said to be Texas Eastern’s first step in carrying out the 
project, was in violation of Section 7 of the Clayton Act. Furthermore, it is 
contended that Texas Eastern’s conversion project conflicts with what is said 
to be “the national policy against attempts to use a lawful monopoly to displace 
eompetitors in another business,” since, according to the barge operators, Texas 
Eastern is already a monopoly. They also reiterate their arguments respecting 
the “unfair” competition resulting from the joinder of the Little Inch and 
Texas Eastern. 

The barge operators appear to have abandoned any claim that there would 
be an adverse effect on the national defense resulting from the conversion of 
the Little Inch, since in their briefs they fail to argue this point. 


THE ISSUES PRESENTED 


Under the court’s decision in the City of Pittsburgh case, we must take into 
account (1) the effect of the proposed reconversion of the Little Inch upon barge 
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operator carriers of petroleum products ;* (2) possible violations of the national 
policy against monopoly expressed by the antitrust laws;° and (3) matters of 
national defense.” 

Additionally, the barge operators advance certain policy arguments not previ- 
ously made in this case, among others, the argument that the employment of 
the Little Inch in products transportation would be contrary to the national 
transportation policy as enunciated by Congress in the Transportation Act of 
1940 in various particulars. 


THE COMMISSION’S DETERMINATIONS 


At the outset, it deserves mention that neither the conversion of the Little 
Inch to the transportation of petroleum products nor its operation as a products 
carrier is subject to the jurisdiction of this Commission. In the matter of 
rates and certain other aspects, it would be regulated by the Interstate Com- 
merce Commission. We have jurisdiction under the Natural Gas Act over Texas 
Eastern’s proposed abandonment and its proposed construction and operation 
of facilities under Section 7. However, the court in the City of Pittsburgh opin- 
ion held that certain claimed harmful effects of which the barge operators com- 
plain (assuming their existence) would result from authorizations only we can 
grant; and that such harmful effects can be prevented by administrative super- 
vision at the genesis of the project, which only we can supply. Pursuant to the 
court’s decision, we shall consider the broader implications of the requested 
authorizations from this point of view, therefore. 

We conclude that the factors the court in the City of Pittsburgh case required 
that we consider, when weighed and evaluated with the other elements of public 
convenience and necessity we considered in opinion No. 296, do not derogate 
from but rather confirm the conclusions and fully justify and support the find- 
ings we reached there and arrive at here. On a fundamental consideration, we 
believe that the public good which will flow from the conversion of the Little 
Inch to products service will substantially outweigh any detriments which may 
ensue from it. It is reasonably to be inferred that competition from the Little 
Inch will not destroy the business of the barge operators, nor do them permanent 
damage. Likewise, it is a reasonable inference that the Little Inch will be oper- 
ated lawfully and without unfair competitive effects such as the barge operators 
fear. And in its “publicly significant consequences,” in the language of the 
court, far from damaging the public, it will stimulate and improve competition 
to the benefit of consumers of petroleum products and in furtherance of the 
objectives of the antitrust statutes; and will improve rather than imperil the 
national defense. Indeed, so substantial are the benefits of the conversion 
project in so many particulars that even if the barge operators’ relatively small 
interest sustained the injury they contend, the public convenience and necessity 


8“They (the barge operators) concede that it is not improper for a natural-gas pipeline 
operator to go into the petroleum products pipeline business and that no authorization 
from the Commission is necessary for that purpose. They say, however, that Texas 
Eastern would bring to its new business a destructive competitive power born of the 
financial advantages it derives from its natural gas business and that this destructive 
power is inherent in the Order which permits transfer of the Little Inch line to products 
transportation.” City of Pittsburgh v. Federal Power Commission, supra, at 753. 

*“The barge operators urge, as additional grounds for reversal, that the Order would 
permit Texas Eastern to take over the entire petroleum products market they now serve 
and drive them out of business.” Id. 

2” “The publicly significant consequences of such destruction of the barge operators’ 
business are claimed to be not only violation of the national policy against monopoly 
expressed in the antitrust laws, but also ‘mperilment of the national defense.” Jd. at 754. 
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under Sections 7 (b) and 7 (e) would still permit and require the requested au- 
thorizations. We conclude that there is no justification in fact or law for with- 
holding any longer permission for a project the benefits of which have already 
been too long denied the public. 

No destructive or competitively unfair effects on the barge operators.—Specifi- 
cally as to the issues on which the hearing on Part B was had, we find that the 
retirement of the Little Inch from natural-gas service and its conversion to the 
transportation of petroleum products will have little, if any, permanently harm- 
ful effects upon the barge operators. So far as can reasonably be foreseen, the 
Little Inch in operation as a carrier of petroleum products will not pre-empt the 
market for the transportation of clean petroleum products to the area the barge 
operators serve and the Little Inch proposes to serve, nor will it drive the barges 
out of business.“ Such limited harm as the barge operators may sustain to their 
relatively narrow interests must be endured as an unavoidable accompaniment of 
increased competition, technological advance, and improvement in the economics 
of supply and distribution in the area proposed to be served in particular, and 
progress within the petroleum products industry generally. 

Nor will the entry of the Little Inch into the field of products transportation 
result in competitively unfair injury to the barge operators in consequence of the 
Little Inch’s association with Texas Eastern’s natural-gas operations. We know 
of no judicial decision which condemns the relationship which would exist be- 
tween the two, nor can we perceive any basis in policy for condemning it. Like- 
wise, assuming that benefits will flow to the Little Inch from the joinder with 
Texas Eastern, the reasonable inference is that any such benefits will inure also 
to the public benefit, rather than do damage to the public. And there is no basis 
for assuming that the Little Inch, once launched in products service, would 
pursue unlawful or socially destructive competitive policies, or indeed have any 
incentive to do so. 

Considering first the matter of harm to the barge operators, we note that the 
barge operators have failed to prove that in any material and specific particulars, 
the conversion of the Little Inch would have any adverse effect upon their 
individual businesses. It may almost be said that they have not undertaken to 
prove any such effects. There has been no evidence or testimony of matters from 
which the extent of harm to their businesses might be inferred. There was 
virtually no probative evidence of costs, rates or profits, or how and to what 
extent they would be injured in the reduction of volumes or revenues, on the 
basis of the companies’ financial statements or books and records. The record 
before us is barren of proof that the particular intervener companies will suffer 
economic injury resulting from conversion of the Little Inch to petroleum products 
transportation. 

Likewise, there is no basis for inferring harm to the barge operators generally. 
The facts indicate that in the long run there will be more than enough potential 
traflic for both the contract barge operators and the Little Inch; and that al- 
though some temporary effect will be felt from the new competition, if the future 
demand grows to the extent past experience indicates probable, the likelihood 
that the barge operators will be permanently damaged is most remote. 

The barge operators sought initially to protect an aggregate transportation 
volume of 100,000 barrels a day” from Little Inch competition which would 
consist of 2 maximum transportation of 185,000 barrels per day of clean petro- 


11 We interpret the court in the City of Pittsburgh case as directing that we consider 


harm to the barge operators in whatever degree, as an element in determining the public 
convenience and necessity. 


12 As set forth in their proffer of proof in the first hearings on these matters. 
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leum products, including an estimated 40,000 barrels of liquid petroleum gases 
(LPG) which are not transported by barge. 

In contrast, markets for clean products in Texas Eastern’s eleven-state area 
in the midwest are enormous and increasing. Sales of clean products in that 
area during 1946 were 862,000 barrels per day. In 1953, the year this proceed- 
ing was initiated, the demand was 1,480,000 barrels per day. In 1955, it was 
1,686,000 barrels, and in 1956, it was approximately 1,800,000 barrels. This con- 
sumption doubled in a decade and the average annual increase on a cumulative 
basis was 7.74 percent. In the three years this case has been in progress, the 
demand (estimating conservatively for 1956) has increased by 320,000 barrels 
per day. And the long-trend indicates a continuing increase in average con- 
sumption of approximately 140,000 to 150,000 barrels per day per year—enough in 
a single year, on the basis of Texas Hastern’s estimates, to make the Little Inch 
a feasible and profitable venture. 

As a matter of fact, it appears that the transportation market served by the 
barge operators has grown in the three years since these proceedings commenced 
from 100,000 barrels per day to 227,000 barrels per day, increasing at an even 
more rapid rate than the demand for products in the eleven-state area. 

Furthermore, the facts disclose that in 1955 the clean products manufactured 
in the eleven-state area were one-half million barrels per day below consumption. 
Absent new refineries or increased capacity in the area, the deficiency in needed 
imports of products to the area will substantially exceed 1,000,000 barrels per 
day by 1960. Even if volumes refined locally continue to increase at the rate 
experienced during the last decade, imports of 716,000 and 980,000 barrels will be 
needed in 1961 and 1966, respectively. 

The little likelihood that the barge operators will experience any permanent 
injury from products transportation by the Little Inch is emphasized by several 
other factors. In this connection, it cannot be assumed that the Little Inch 
must or will transport products solely to the market the barge operators are 
serving, to their resulting detriment. It should be kept in mind that the Little 
Inch will traverse market areas which barge traffic cannot readily reach, 
including a large area from the line’s point of origin to Cape Girardeau, Mis- 
souri, containing such population centers as Shreveport, Louisiana, and Little 
Rock, Arkansas. Also between Cape Girardeau and Moundsville, West Virginia, 
the Little Inch runs for considerable distance north of the river. Coupled with 
other forms of transportation, the Little Inch could reach important land-locked 
marketing centers inaccessible to barges. 

In addition, the Little Inch will carry certain products which the contract 
tank barge operators do not carry, such as liquefied petroleum gases which are 
not carried by the barge operators at all but which will be one of the most 
remunerative and rapidly expanding sources of Little Inch traffic. In 1954, the 
anticipated traffic in LPG was estimated at 40,000 barrels per day, an estimate 
which now appears very conservative. This is a source of traffic which will have 
no impact on the barge operators. 

In conclusion on this point, we are somewhat inclined to believe that the barge 
operators are seeking primarily to protect their own somewhat limited private 
interests, rather than interests of more substantial public concern.“ In any 
event, we are of the opinion that assuming that the barge operators would suffer 
the harm they fear, the public convenience and necessity would still permit and 


18 The intervener barge operators consist of only eight of the some sixty-five barge 
operators the record discloses are engaged in the transportation of clean products. The 


record does not disclose what proportion the eight carry of the total volume of business 
of the sixty-five. 
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require the authorizations Texas Eastern seeks, in view of the many public 
benefits that would flow from the Little Inch conversion project, as more fully 
described in opinion No. 296 and hereinafter. Actually, the 100,000 barrels per 
day volume of traffic which the particular barge interveners sought initially to 
protect apparently aggregates something less than 6 percent of the market for 
clean products in the eleven-state area. Computing from data in the record, 
all this 100,000 barrels per day could be handled by approximately 1 percent 
of the 3500 towboats and 10 percent of the 848 products barges plying the river. 
Assuming that the interveners handle a quarter of this business, their participa- 
tion in the barge transportation of petroleum products is small indeed, and in 
relation to all the business done by all the barges on the river, it is minuscule. 

Turning to what the barge operators regard as the “vital” issue in this case, 
they charge that the Little Inch in products transportation would enjoy special 
advantages of its joinder with Texas Eastern’s natural-gas business and that 
these special advantages resulting from its governmental-sheltered position would 
give rise to and permit unfair competition with the barge operators. Further 
in this connection, they contend that standing alone, without the connection with 
Texas Eastern, the Little Inch would not be a commercially feasible venture. 

We are of the opinion that, in view of the many countervailing considerations 
in this case, these and the barge operators’ related arguments cannot prevail. 

To begin with, the issue of whether there exists claimed unfair competition 
arising from asserted special advantages would not appear so “vital” as the 
barge operators suppose ; for the lack of any adverse substantive impact on them 
from the conversion of the Little Inch would seem, in practical effect, to destroy 
the basis for any claim of unfair competition and of the barge operators’ other 
arguments as well. 

Furthermore, to the extent we are empowered to judge, there is no unlawful- 
ness in the relationship which would exist between Texas Eastern and the 
Little Inch. The matter of possible antitrust violations we discuss at length sub- 
sequently, in relation to the effects of the conversion on the national policy 
against monopoly. It is sufficient here to observe that we know of no judicial 
decision holding that a regulated natural-gas company cannot use its resources 
and abilities in a lawful fashion to assist it in diversifying its business opera- 
tons in a manner which would be attended by notable public benefits. And 
that is essentially what Texas Eastern proposes.* 

Likewise, there is no basis in this record for concluding that at some future 
time the association between the Little Inch and Texas Eastern would take 
on an unlawful character or result in unlawful actions. It must be kept in mind 
that both Texas Eastern and the Little Inch will continue to be subject to 
regulation by this Commission and the Interstate Commerce Commission which, 
if not empowered to take action with respect to such activities themselves, 
could no doubt secure action by the agencies having the necessary authority. 
Nor is there any basis for inferring that the connection between the Little Inch 
and Texas Eastern would at some future time result in or lead to activities 
which, although not unlawful, would be so destructive and competitively unfair 
as to require the withholding of the authorizations Texas Eastern now seeks. 


%In U. 8. v. Columbia Steel Co., 334 U. S. 495, the Supreme Court held the U. S. Steel 
Corporation, one of the nation’s largest industrial aggregations with assets many times 
those of Texas Eastern, would not be engaged in any violation of the antitrust laws by 
adding to its empire an independent fabricator of rolled steel which already claimed a 
substantial share of the market in its community, the court pointing out that (p. 
526), “. . . no direction [of Congress or the Executive] has appeared of a public policy 
that forbids, per se, an expansion of facilities of an existing company to meet the needs 
of new markets of a community, whether that community is nation-wide or country- 
enn s 
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Looking at the matter realistically, it must be recognized that Texas Eastern 
enjoys no protected monopoly, as might be inferred from the barge operators’ 
argument; it must meet the competition of coal and oil, and even its natural-gas 
service enjoys no monopoly within its service areas. In many respects, the 
relationship which would exist between Texas Eastern and the Little Inch is 
not unlike that which would exist in the instance of any unregulated company. 
In other respects, however, Texas Eastern in launching and operating the Little 
Inch as a products carrier would suffer from certain significant disadvantages 
as compared with the usual owner of a products pipeline, a major oil company, 
or any large unregulated company for that matter. For example, as a “natural- 
gas company” it is limited by law to reasonable rates and cannot charge what 
the traffic will bear, as would otherwise be the case. 

As to the specific instances of claimed “special advantage,” the barge operators 
argue, first, that the joinder of the Little Inch with Texas Eastern’s “sheltered” 
natural-gas business would eliminate risks which would normally attach to 
entry into the products pipeline business, in that the impact of an unsuccessful 
products pipeline could be absorbed in the increase in natural-gas revenues due 
to replacement of the Little Inch. They point to testimony of Mr. J. W. Har- 
grove“ in the original docket No. G—2503, for example, that “the common and 
preferred stockholders of the company would still be better off under the pro- 
posed plan even if the oil products systems yielded a book net income of zero 
than if the plans were not undertaken”, and that even if the Little Inch incurred 
losses of $500,000 per annum, “the operating loss from the oil products division 
would be more than offset by the additional net income to be derived from the 
gas transportation system by reason of the conversion.” They contend further 
in this regard that the replacement of the Little Inch by substitute facilities 
would mean an increase in the natural-gas rate base of some $18,300,000 with 
corresponding improvement in gross natural-gas earnings as a result. 

They argue, second, that the Little Inch would be financed -initially in 
reliance on the credit and the prestige, strength and financial standing of the 
natural-gas system, as evidenced by the fact, among others, that Texas Hastern 
proposed initially an integrated plan of financing to cover both expenses of 
putting the Little Inch into products operation as well as natural-gas facilities ; 
and that this prestige and strength will give the Little Inch initial and continuing 
advantages which an independent line would not have. 

Third, the barge operators contend that the Little Inch would enjoy low costs 
of operation of its products business by reason of the transfer of the Little Inch 
at a depreciated figure, pointing to testimony indicating a total cost of placing 
its facilities in products operation of approximately $60,000,000 as contrasted 
with a reproduction cost of those facilities of $100,000,000, 

However, these very objections of the barge operators disclose that to the 
extent the relationship between Texas Eastern and the Little Inch results in 
advantages to the latter, those advantages will inure primarily to the public 
Texas Eastern serves and would serve after the conversion, and far from re- 
quiring condemnation of the project, further support it. For under the Natural 
Gas Act, Texas Eastern is held to a reasonable return on its investment, and any 
additional earnings resulting from savings in operating costs must inure to the 
benefit of the natural-gas company, and ultimately to those Texas Eastern 
serves. So also as to the claimed increase in earnings which it is said would 
be realized from the increase in the natural-gas rate base. Although, of course, 
one consequence of the increased rate base will be a greater total dollar return 
and associated taxes, what is really significant from the public interest point 


15 Mr. Hargrove was vice president with general supervision over financing plans, 
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of view is the fact that despite the increase in rate base, the operating savings 
resulting from the new investment are such that the total cost of natural-gas 
service will actually be reduced by some $4,000,000 annually, as we found in 
opinion No. 296 and accompanying order in Part A of these proceedings. 

As to Texas Eastern’s strength and prestige resulting in an ability to finance 
which an independent would not have, there is no unfairness involved in this 
circumstance. Here again, the public benefits from an ability, assuming its 
existence, to secure the money to put the project into operation. Moreover, 
such advantage as Texas Eastern might have is no greater than that which 
any other company not a natural-gas company of comparable credit and financial 
resources would have. In any event, the record establishes that the prospects 
of success for the Little Inch are such that it could feasibly be launched in 
products transportation without any affiliation with another corporation. 

Furthermore, the typical products line is owned by one or a combination of 
major oil companies, with assets far exceeding those of Texas Eastern. These 
companies are not limited in return nor are they prevented from subsidizing 
their products line operations through other branches of their integrated enter- 
prise. Also, in most instances, their pipelines have an assured through-put 
Since the oil company owners generally ship their own products. In these and 
other ways they enjoy advantages which are far more substantial than any 
advantages the Little Inch might enjoy from its association with Texas Eastern.” 

Nor does the record support the barge operators’ argument that the conversion 
project would be a commercially unsound and economically infeasible venture 
if it were deprived of the claimed special advantages of association with Texas 
Eastern’s natural-gas business. On the contrary, all the pertinent criteria point 
to an economically feasible operation.” 

In the matter of supply, the Little Inch will tap the nation’s richest area of 
present and. potential crude oil reserves, an area which is also the greatest 
refinery center in the world. It is an area moreover of an enormous surplus of 
petroleum products for which market outlets must be found. It is clear that 
the Little Inch as a products carrier will have more than ample supplies for the 
duration of its economic life. The market picture, which in size and prospects 
has already been discussed, is equally favorable. Although Texas Eastern has 
presented no written commitments from prospective shippers, a large number of 
refiners and marketers, majors and independents alike, have indicated an interest 
in using the line, and this interest has been stimulated and has increased since 
1955 by the proposed construction of the lateral to Chicago. The availability of 
markets is confirmed by the testimony of expert witnesses and other data in the 
record. 

With the reasonable certainty of a continuing demand for the transporation 
service it can render, there is substantial evidence that the Little Inch will sup- 
port all costs and yield a reasonable return. Texas Eastern submitted evidence 


16 We note that contract tank barge operators themselves enjoy special advantages their 
competitors do not have, such as free use of right-of-way, enormous sums spent by the 
federal government for improvements to navigation, and the like. 

17 In this regard, we note that the economic feasibility of the Little Inch is not before us 
from the standpoint of whether the line would, in products operation, meet the certificate 
requirements of Section 7 (e) of the Natural Gas Act, for we obviously have no such 
jurisdiction, but from a more limited point of view. Cf. the court’s language in the 
City of Pittsburgh opinion that (237 F. 2d 741) “To the extent . . . that the evils antici- 
pated by the petitions are the automatic incidents of the conversion project and not de- 
pendent upon any particular rate schedule, they can be prevented only by administrative 
supervision at the very genesis of the project. Such supervision is beyond the jurisdiction 
of the I. C. C. and can be supplied only by the Federal Power Commission.” 
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of operating costs on the extremely conservative assumption that the system 
would from the beginning be capable of delivering the entire capacity of 185,000 
barrels per day to the end of the line at Moundsville, West Virginia. On this 
basis, the record establishes that this volume could be transported from the 
Gulf coast to Moundsville at a rate of 29.3 cents per barrel, and produce revenues 
sufficient to pay all charges and yield a rate of return of six percent. Further, 
the evidence shows that with a through-put of 125,000 barrels per day, revenues 
of 42 cents per barrel would pay costs and produce a six percent rate of return. 
The system operating between these levels of through-put would require a range 
in revenues between 29.3 cents and 42 cents to produce a six percent return. 
Although the Little Inch rates for products transportation have not been finally 
formulated (they will be filed with the Interstate Commerce Commission and 
subject to its jurisdiction), it is reasonably certain that those rates will be such 
as to make the project economically feasible. 

As more fully discussed at page 852, supra, the record does not disclose that the 
particular barge operators in this case could not profitably operate in compe- 
tition with these prices. The Little Inch’s rates appear, however, to be competi- 
tive with those of both pipelines and barge operators generally supplying the 
Midwest. There was testimony which justifies the finding that Texas Eastern’s 
rates into Chicago would be lower than the existing Great Lakes pipeline rate 
of 58 cents per barrel from Tulsa, and lower than the Phillips products line 
rate of 72 cents per barrel from Borger, Texas, to Chicago. As to barge rates, 
there was testimony that in 1956, at the lower rate of 3% mills per ton mile, it 
cost a Houston shipper 80.6 cents per barrel to Chicago, or 86.8 cents at the 
higher rate of 3% mills. Neither of these barge rates includes terminalling 
charges at destination. Also, it would cost a Houston shipper 57 cents per 
barrel to reach Cape Girardeau at a three-mill barge rate while the minimum 
pipeline rate to the same point is 32 cents. And there was testimony which we 
accept that if Texas Eastern charged a rate to Seymour, Indiana, the approxi- 
mate midpoint of the line, that would yield a return of 37 cents (or 42 cents as 
one witness testified), the Little Inch would soon be operating to capacity. 

However, the barge operators emphasize that the transportation market which 
would be served by the Little Inch is the same commercial transportation market 
now served by the contract tank barge operators, consisting, they say, of the 
“long-haul large volume transportation of clean petroleum products from the 
Gulf Coast and lower Mississippi Valley to the Ohio Vailey and Mississippi 
Valley.” The barge operators regard P. A. D. No. 2 as the area of demand which 
gives rise to this transportation market, and P. A. D. No. 3 as the area which 
supplies the products. They contend that District 2 receives most of its clean 
products from refineries in the area, which can process crude more cheaply than 
refined products can be imported, so that this market is relatively fixed and does 
not permit of any significant expansion. 

There are a number of answers to this argument. Perhaps the most obvious is 
the fact that the actual volume of barge traffic has been growing since these 
proceedings commenced, at an even more rapid rate than the demand for 
products in the eleven-state area. By 1956, the relevant barge volumes had 
reached some 227,000 barrels per day, an increase in three years of some 127 
percent over the 100,000 barrels per day upon which their petition to intervene 
and proffer of proof were predicated. The concept that the products transporta- 
tion service which the barge operators are rendering exists as an unchanging 
entity and that there is some kind of unalterable economic principle or relation- 
ship which requires it must remain forever in the vicinity of 100,000 barrels per 
day simply cannot be sustained. 





858 FEDERAL POWER COMMISSION 


Furthermore, it is fallacious to regard these P. A. D. districts relied on 
by the barge operators as a basis for measuring the market for petroleum 
products which the Little Inch would serve. In the first place, they were set 
up for purely administrative purposes and have no such fundamental economic 
significance in terms of production and consumption as the barge operators 
contend. In the second place, the inclusion of the large producing states of 
Oklahoma and Kansas in the market area is misleading since this area, from 
which the Little Inch will secure a part of the products it transports, is actually 
a large exporter of products to the eleven-state area the Little Inch proposes to 
serve. ‘ 

Nor is there any basis for assuming that the refineries located in the Gulf 
region cannot economically compete in the midwest. The fact is they have 
been and are continuing to compete for a share in the increasing midwestern 
market. This is evidenced to some extent by the fact of the long-term upward 
trend of barge movements from points south of Cairo, Illinois. Also, data of 
comparative prices indicate that the Little Inch would be capable of moving 
products to Chicago for considerably below the prevailing price there, and would 
thus be in a position to share in the expanding midwest petroleum products. 
Although certainly in many instances the midwest refineries would have a com- 
petitive advantage, there would be other instances where the advantage’ would 
be with the Little Inch, depending upon a variety of factors, including costs of 
transportation from the refinery and the like. Furthermore, it should be kept in 
mind that the Little Inch is seeking to transport only 185,000 barrels per day, 
which is a very small part of the estimated two million barrels consumed per 
day in its total market area for the year 1957. So that, although the increased 
competition would probably result in some price reduction by midwestern re- 
fineries, it is unreasonable to suppose that the reductions could or would be 
sufficient to exclude entry of additional Gulf coast products. 

We conclude, on the basis of the above and other evidence of record, that the 
Little Inch in products transportation service will not have an adverse substantive 
impact on the barge operators, nor will its association with Texas Eastern’s 
natural-gas business be attended by any destructive or competitively unfair 
effects on them. 

Conversion of Little Inch in relation to the national policy against monopoly.— 
To the extent we are qualified and empowered to judge,” the conversion of the 
Little Inch to petroleum products would not constitute any violation either 
of the letter or policy of the antitrust statutes. On the contrary, we believe 
the conversion project will promote the policy of the antitrust laws, and that, 
in evaluating the public convenience and necessity, in this regard also its public 
benefits would outweigh such detriment as the relatively narrow interest of the 
barge operators would sustain. 

The provisions of the antitrust laws which the barge operators contend are 
in issue in this case are Section 7 of the Clayton Act, 38 Stat. 731, and Sections 
1 and 2 of the Sherman Anti-trust Act, 26 Stat. 209, as amended. Section 7 of 
the Clayton Act provides in part: 


No corporation engaged in commerce shall acquire, directly or indirectly, the 
whole or any part of the stock or other share capital and no corporation 
subject to the jurisdiction of the Federal Trade Commission shall acquire 


18 The court in the City of Pittsburgh case said, 237 F. 2d 741 at 754, that, “The Com- 
mission, while it ‘has no power to enforce the Sherman Act [15 U. S. C. A., Sections 1-7, 
15 note] as such * * * [and] cannot decide definitely whether the transaction contem- 
plated constitutes * * * an attempt to monopolize which is forbidden by that Act * * *,’ 
nevertheless ‘cannot without more ignore the [Act].’” (Citations omitted.) 
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the whole or any part of the assets of another corporation engaged also 
in commerce, where in any line of commerce in any section of the country, 
the effect of such acquisition may be substantially to lessen competition 
or tend to create a monopoly. (15 U.S.C.18). 


Section 1 of the Sherman Act provides in part: 


Every contract, combination in the form of trust or otherwise, or conspiracy, 
in restraint of trade or commerce among the several States, or with foreign 
nations, is declared to be illegal. ... (15 U. S. C. 1). 


Section 2 provides in part: 


Every person who shall monopolize, or attempt to monopolize, or combine 
or conspire with any other person or persons, to monoplize any part of the 
trade or commerce among the several States ... [shall be guilty of a 
misdemeanor.] (15 U. S. C. 2). 


The principles and policies which these provisions embrace have been declared 
in judicial decisions so numerous as to require no citation. Summarizing, a 
basic objective of the antitrust laws is the promotion of competition in open 
markets. The statutes are aimed at preserving opportunity for market access 
and fostering market rivalry, so that the public will receive the better service, 
lowered prices, and other benefits the rivalries of competitors produce. Ac- 
cordingly, business success, growth, and the ability to expand are not held to 
be unlawful, even though competitors may suffer harm as a result. The law 
seeks to encourage and not impede skill, energy, and enterprise; and the fact 
that a company may attain a dominant position is not subject to condemnation 
if the position was not unlawfully achieved or the power is not unlawfully used. 
Furthermore, the diversification by a company of its business activities is not 
unlawful, even though it is made possible by financial and economic strength 
deriving from long-time establishment of some other business activity. Indeed, 
one purpose of the antitrust laws is to assure the right of entry into other 
markets, as well as the right to create new ones. 

We are of the opinion that the circumstances of this case disclose no violation 
of either the provisions or the policies of the antitrust statutes. On the con- 
trary, the facts support the conclusion that conversion of the Little Inch to 
petroleum products service will foster competition and promote the national 
policy against monopoly as expressed in the antitrust laws. 

To begin with, the Little Inch would provide shippers with access to midwest 
markets on a nondiscriminatory basis. It would provide additional sources of 
supply for independent marketers in the midwest, supplies which also would 
be available on an economic, dependable, and nondiscriminatory basis. It would 
enable the transportation of products not now transported by barge. It would 
reduce the cost of transportation of clean petroleum products between the Gulf 
coast and the midwest. And it would stimulate competition in the marketing 
end of the oil business in the midwest, with resultant benefits to the consumers 
of refined petroleum products. These are the kinds of public benefits the anti- 
trust laws were designed to achieve. Moreover, they would be achieved by 
opening up new facilities competitive with other sources of supply to the mid- 
west, in addition to being competitive with the barge operators. The operation 
of the Little Inch in products service would, we believe, significantly ameliorate 
the problem of ownership of transportation facilities by shippers consisting 
often of large oil companies, which has given rise to considerable litigation under 
the antitrust laws. Indeed, one of the purposes of the Surplus Property Admin- 
istration in the sale of the Little Inch was to keep it in products service, in an 
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effort to foster competition among the carriers of petroleum products, a pur- 
pose as worthy today as it was then. Unquestionably, rather than hindering 
competition, the fundamental effects of the conversion of the Little Inch would 
be to promote it. 

Indeed, the arguments of the barge operators that the Little Inch will violate 
the Clayton Act and the Sherman Act verge on the extreme. As to the barge 
operators’ contention that the acquisition by Texas Eastern of the Triangle 
Pipeline was a violation of Section 7 of the Clayton Act, quoted above, this 
facility was purchased in January, 1954. Neither at this time nor at any previ- 
ous time had Texas Eastern been in the products transportation business, so 
that the acquisition of the Triangle Pipeline did not and could not lessen com- 
petition with anyone. Furthermore, Texas Eastern by reconversion would not 
“acquire directly or indirectly the whole or any part of the stock or assets of 
another corporation.” It seeks merely to transfer property it now owns and oper- 
ates from one use to another. There is nothing in Section 7 or any other part 
of the Clayton Act which prohibits the use of corporate property in another 
line of business. In any event, assuming that Section 7 were applicable, the 
record before us would not support a finding that the effect of the acquisition may 
be “substantially to lessen competition or tend to create a monopoly,” as the 
section requires. 

The barge operators’ argument that conversion of the Little Inch would 
violate the antimonopoly provisions of the Sherman Act is to the effect that 
Texas Eastern seeks to displace the barge operators from the limited transporta- 
tion market they presently serve; and that its power to do so derives from its 
improper use of its monopoly in the natural-gas business. 

Preliminarily, we note that if the Little Inch were filled to capacity of 185,000 
barrels in 1957, it would carry something less than 10 percent of the estimated 
2,000,000 barrels per day which will be consumed in the markets in the eleven- 
state area this year. Under the law, it would seem doubtful that this small 
percentage could approach a monopoly; and even if the market were limited to 
the deficiency which exists in the area—500,000 barrels per day in 1955—it would 
seem that the proportion would still be less than that necessary to constitute 
a monopoly, where, as here, there is lacking any intent or purpose to monopolize. 

In any event, in most of its aspects, this is simply a repetition of the argu- 
ments we have already considered and denied. It is wholly fallacious to limit 
the transportation market in issue in this case to that presently served by the 
barge operators, in view of the increased demand in midwestern markets and the 
actual increase in volumes over the past few years the barge operators them- 
Selves have transported. The economics of the supply and demand of petro- 
leum products, complicated by so many diverse elements and subject to such 
continual change, simply cannot be confined within any such rigid mold. It 
is also fallacious to contend that the association of the Little Inch with Texas 
Eastern results in any improper benefits, for the reason, already fully dis- 
cussed, that there is no impropriety, and the further reason, likewise detailed 
above, that the benefits of the association outweigh any detriments which may 
attend it. 

Finally in this connection, it deserves mention that even before Texas Eastern 
filed its initial application in these proceedings, certain of the barge operators, 
on May 21, 1954, filed an antitrust suit against Texas Eastern seeking to enjoin 
the conversion project, and later intervened in these proceedings, attaching a 
copy of their antitrust complaint to their petition to intervene, and raising the 
same contentions asserted in the antitrust case.* Although the court denied 


19 River Co., Inc., et al. v. Texas Eastern Transmission Corporation, et al., District Court 
for the Western District of Louisiana, Civil No. 4714. 
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a motion by Texas Eastern for summary judgment, in so doing it stated in an 
opinion handed down on August 2, 1955, that: 


Absent a better showing than they had made thus far, we do not see how 
plaintiffs expect to prevail. They have made the matter appear to be highly 
complicated. Yet it seems to us to resolve itself fundamentally into a 
rather simple proposition: Plaintiffs are seeking to have this Court exercise 
its equitable powers, not just to stop an allegedly unlawful combination and 
threatened monopoly of certain markets by defendants, but to maintain 
in status quo their own unregulated quasi-monopoly of those markets—to 
escape prospectively superior competition they obviously fear and which they 
have not yet shown will be unfair. 

Their own private interests, not those of the public, seem to be all they 
seek to serve. 

We are not to be misunderstood as having prejudged the case in any sense, 
and we will maintain an open mind. That is none the less our present 
reaction. Therefore, were it not for the many caveats respecting summary 
judgments found in the appellate jurisprudence cited infra, we would feel 
justified in dismissing the action as not only not within the purview of the 
Sherman and Clayton Acts, but actually in their very teeth. 


With these comments of the court we are in accord. 

The national defense—The other matter of public significance which we must 
consider under the Court’s decision is whether the conversion of the Little Inch 
would imperil or be inconsistent with the national defense. This issue the 
barge operators do not discuss in their briefs in this case and apparently they 
have abandoned their claims on this score. 

In any event, substantial evidence supports the conclusion that conversion 
of the Little Inch to the transportation of petroleum products would be of 
material aid to the national defense. There is convincing testimony that 90 
days for conversion, which is the requirement of the National Security Pro- 
visions, is a short time for converting the line and that in the event of a 
national emergency, conversion would have to take place at a time when it could 
be least spared from gas service. On the other hand, if converted now, sub- 
sequently the capacity of the line could quickly be increased to almost double 
its initial capacity at considerable savings in time and money over construction 
of other facilities. In addition, if the refineries in the Chicago area were de- 
stroyed, supplies of products from the Little Inch, which could draw from 
widely dispersed refineries in oil producing or refining areas, would be of vital 
importance to that area. 

Furthermore, in accordance with the court’s opinion, we have considered the 
opinions of those agencies of government more directly concerned with this 
problem than we. In response to inquiry by the Commission, the Department 
of the Interior advised that reconversion of the Baytown, Texas, to Moundsville, 
West Virginia, section of the Little Inch to transportation of petroleum products 
would be “consistent” with national defense plans, and the Office of Defense 
Mobilization likewise advised that the proposed reconversion would “not be 
inconsistent with national defense planning’—clear answers to the barge 
operators’ claim of imperilment of the national defense. 


OTHER MATTERS 


® 
In original docket No. G—2503, the Booth Compressor Station was listed among 
the facilities for which authorization was requested. Located on Texas East- 
ern’s Provident City to Vidor line in Texas, it was to have had 2,200 installed 
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horsepower. This facility was certificated in opinion No. 282 but because of 
the court’s remand had to again be considered along with all the facilities in 
docket No. G-2503. As described at the outset, when Texas Eastern proposed 
its expansion in docket No. G—9784, “minimum” and “maximum” facilities were 
proposed, and the “maximum” facilities were additional to those originally 
sought in docket No. G-2503. As the record developed, it was shown that Texas 
Eastern had erroneously included the Booth Compressor Station in its minimum 
facilities, and in opinion No. 296 and accompanying order we excluded this 
facility from certification. However, the Booth Compressor Station is needed 
to provide the service proposed under the maximum expansion and therefore is 
included in the authorization of the maximum facilities granted herein. 

In the matter of financing Texas Eastern’s proposed “maximum” facilities, 
although we could not approve the proposed plan of financing in opinion No. 
296 and accompanying order until Part B of the case had been determined, we 
stated-in that opinion that if we were to authorize those facilities then, we would 
find “that the proposed capitalization ratio would not be improper and that 
Texas Eastern could finance such project.” However, we reserved the matter 
for final determination until such time as we should find that the application 
to abandon the Little Inch is permitted by the public convenience and neces- 
sity. In this opinion and order we grant permission to abandon. Accordingly, 
the public convenience and necessity require that Texas Eastern file with the 
Commission within 60 days of the date of issuance of this opinion, its plan for 
financing its maximum facilities, as set forth hereinabove and more fully de- 
scribed in opinion No. 296 and accompanying order, satisfactory to the Com- 
mission. 

The barge operators contend that their true position has been variously mis- 
interpreted, setting forth, as quoted previously, that “they would not object 
to the Little Inch as a products line if it stood on its own two feet—and did 
not have the natural gas nexus ...and that they would not object to a 
conditional approval of the Little Inch abandonment, conditioned on a severance, 
at the outset, of the Little Inch from the natural gas transmission company.” 
The foregoing analysis and discussion, disclosing the lack of valid objection 
to the “nexus” and its actual public benefits, fully establishes that the condi- 
tion they request is not required by the public convenience and necessity under 
Section 7 (e). 

Finally, the brief filed by Commission staff counsel sets forth the staff’s 
position that in fixing Texas Eastern’s rates for natural-gas service, the com- 
pany should not be allowed to reflect in its natural-gas costs any of the invest- 
ment, operating costs, revenues, and other elements resulting from its oil 
operations; and recommends that a condition be imposed, requiring that any 
losses suffered by Texas Eastern in its oil business shall be borne by the stock- 
holders of Texas Eastern and not by the natural-gas customers of Texas Eastern. 
No pressing need appears for such a condition, in view of the fact that in fixing 
natural-gas rates, the elements we conventionally have considered are those 
related to the facilities used and useful in the natural-gas business and rea- 
sonable costs related thereto. This, indeed, is an important reason for the 
lack of substance to the barge operators’ claims of injury resulting from the 
operation of the Little Inch by Texas Eastern. However, the recommended 
condition may serve a precautionary purpose and on this basis we are able to 
find that it is required by the public convenience and necessity. 

We have considered the various other arguments and contentions advanced 
by the barge operators in this case, including their claim that the Little Inch 
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conversion project would controvert the principles of the national transporta- 
tion policy as enunciated in the Transportation Act of 1940. Respecting this 
and such other of the barge operators’ arguments and objections as are not 
discussed in detail or specifically disposed of herein, we find that they are 
without substantial support in the record or reasonable basis in law and 
should be denied. 


CONCLUSION 


In the light of the Court’s decision in the City of Pittsburgh case, supra, 
237 F. 2d 741, we have, in effect considered the abandonment docket in these 
proceedings as including the question of whether to authorize use of a portion 
of the Little Inch line for the transportation of clean petroleum products, 
notwithstanding the fact that there is no legislation requiring certification of 
such oil lines. In fact, the Congress has not seen fit to require persons to 
obtain certificates of public convenience and necessity before engaging in the 
pipeline transportation of petroleum products. It seems, therefore, that in the 
absence of legislation authorizing an administrative agency to consider the 
pipeline transportation of petroleum products in relation to the overall national 
transportation policy, our only alternative has been to consider the abandon- 
ment proceeding in the light of the provisions of the Natural Gas Act. 

As is demonstrated by the antecedent portions of this opinion, we have at- 
tempted to apply to the extent possible, the same criteria that we would apply 
had there been two competing natural-gas companies before us applying for 
certificates of public convenience and necessity to render the same or substan- 
tially similar service. We have examined the many facets of Texas Eastern’s 
proposal to convert a portion of the Little Inch line to the transportation of 
petroleum products and the potential effects thereof upon barge operators and 
have attempted to delineate clearly hereinbefore our findings with respect 
thereto. 

The action we take, however, must be viewed in accordance with the provi- 
sions of the Natural Gas Act which is the only bench mark the Congress has laid 
out for us. 

The primary objectives of the Natural Gas Act are to protect the public 
interest and the interests of the ultimate consumers of natural gas. Citations 
for this proposition are unnecessary. In carrying out our duties in these re- 
spects, we do not feel that it is incumbent upon us under the provisions of the 
Natural Gas Act to require a natural-gas company to maintain in operation 
certain specified facilities when more economical facilities can be substituted 
therefor even though the interests of competitors may, to some extent, be 
affected by such substitution. In the light of the provisions of the Natural 
Gas Act we do not feel that we are required to give dominant consideration to 
the provisions of the antitrust laws in carrying out our duties under the Act. 
Cf. Pennsylvania Water & Power Co. v. Federal Power Commission, CADC, 
1951, 193 F. 2d 230; affd. 348 U. S. 414. As we see it there is nothing unlawful 
per se about a natural-gas company engaging in the transportation of petroleum 
products in competition with others engaged in the transportation of such 
products. 

Seemingly it is the contention of the barge operators that it is our duty under 
the Natural Gas Act to deny the abandonment of the Little Inch line so as to 
prevent Texas Eastern from lawfully competing with the barge operators in 
the transportation of petroleum products, even though Texas Eastern proposes 
to substitute more economical facilities for the transportation of natural gas 
in interstate commerce. What the barge operators are seeking, in effect, is 


864 FEDERAL POWER COMMISSION 


protection from lawful competition—protection we are not required to give 
competing natural-gas companies under the provisions of the Natural Gas Act. 
Home Gas Co. v. Federal Power Commission, CADC, 1956, 231 F. 2d 253; cert. 
den. 352 U. 8S. 831; Panhandle Eastern Pipe Line Co. v. Federal Power Com- 
mission, CADC, 1947, 169 F. 2d 881; cert. den. 335 U. S. 854; Kentucky Natural 
Gas Corp. v. Federal Power Commission, C. A. 6, 1947, 15S F. 2d 215. 


The Commission further finds: 


(1) Texas Eastern Transmission Corporation is a natural-gas company within 
the meaning of the Natural Gas Act, as the Commission has heretofore found. 

(2) The proposed facilities hereinbefore described as the “maximum” facilities 
in docket No. G-9784, and more fully described in opinion No. 296 and accom- 
panying order and herein, are to be used in the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Texas Eastern are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The pipeline facilities hereinbefore described and more fully described in 
opinion No. 296 and accompanying order, which Texas Eastern proposes in 
docket No. G-2503 to abandon insofar as its interstate operation is concerned, 
are subject to the jurisdiction of the Commission, and the abandonment, as 
proposed by Texas Eastern, is subject to the provisions of subsection (b) of 
Section 7 of the Natural Gas Act. 

(5) Construction and operation of the maximum facilities proposed by Texas 
Eastern as described above, less the Hampton, Arkansas and Newton, Texas 
laterals, are required by the public convenience and necessity, and a certificate 
therefor should be issued. 

(6) The proposed abandonment of the pipeline facilities hereinbefore de- 
scribed is permitted by the present and future public convenience and necessity, 
and permission and approval to abandon should be granted. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (c) (2), (e) (3), (ce) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act [18 CFR 157.20] should attach to the certificate hereinafter issued and 
to the exercise of the rights granted thereunder. 


The Commtssion orders: 


(A) A certificate of public convenience and necessity is hereby issued au- 
thorizing Texas Eastern Transmission Corporation to construct and operate the 
“maximum” facilities hereinbefore described and more fully described in opinion 
No. 296 and accompanying order issued October 9, 1956, proposed in docket 
No. G-—9784, as amended, including the Booth Compressor Station, and less the 
Hampton, Arkansas and Newton, Texas laterals. 

(B) The permission and approval of the Commission for the abandonment 
of the facilities hereinbefore described and more fully described in opinion 
No. 296 and accompanying order, as set forth in the application in docket No. 
G-—2503 as supplemented, be and it is hereby granted upon the terms and con- 
ditions of this order. Texas Eastern shall comply with the conditicns set forth 
under paragraph (B) of our order accompanying opinion No. 282, issued June 24, 
1955, in docket No. G—2503, except for subparagraph (i) thereof, which has been 
satisfied. 
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(C) As further conditions attached to the exercise of the rights granted 
under the certificate issued under paragraph (A): 

(i) Texas Eastern shall commence construction of its said maximum facilities 
within sixty (60) days from the date of issuance of this order, unless otherwise 
ordered by the Commission for good cause shown. 

(ii) The certificate issued in paragraph (A) shall be accepted in writing 
under oath by a responsible official of Texas Eastern within thirty (30) days 
from the issuance of this order. 

(iii) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (2), (e) (3), (e) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act [18 CFR 157.20] shall attach to the certificate herein issued and to 
the exercise of the rights granted thereunder, and that the date upon which 
construction of facilities authorized by this order shall be completed and in 
actual operation shall be fixed as December 31, 1957. 

(iv) Texas Eastern shall not include in its natural-gas costs any of the 
accounts for investment, operating costs or revenues resulting from its oil opera- 
tions and transportation, and any losses suffered by Texas Eastern in its oil 
business shall not be charged against the natural-gas operations. 

(v) Texas Eastern shall, within sixty (60) days of the date of issuance of 
this order, file its plan, which shall be satisfactory to the Commission, for 
financing its facilities authorized in paragraph (A), such plan to include a state- 
ment of the extent to which the financing needs associated with these under- 
takings have been anticipated, through the sale of securities or otherwise, and 
the extent to which further financing is neeessary. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—5259 
ORDER REOPENING RECORD FOR THE RECEIPT OF EVIDENCE 
(Issued June 21, 1957) 


Tennessee Gas Transmission Company (Tennessee), on June 6, 1957, filed a 
petition requesting the Commission to reopen the record in this proceeding for 
the limited purpose of receiving in evidence proposed Exhibit 54 consisting of 
material portions of the Agent’s Report of the Internal Revenue Service (here- 
inafter called the Internal Revenue Agent’s Report) pertaining to Tennessee’s 
Federal income tax return for 1954. 

Tennessee states that in the decision of the presiding examiner issued in this 
proceeding on April 12, 1957, ruling was deferred on the treatment to be ac- 
corded three Federal income tax matters in computing Tennessee’s cost of service 
for the test year 1954. The income tax matters referred to appear to involve 
deductions made in Tennessee’s 1954 tax return for Depreciation on Rights-of- 
Way, Cost of Transporting Base Gas into Storage, and Extraordinary Property 
Losses. 

Tennessee further states that the Internal Revenue Agent’s Report dealing 
with Tennessee’s income tax return is now available. It appears from the 
Internal Revenue Agent’s Report that the deductions claimed for Depreciation 
on Rights-of-Way and Cost of Transporting Base Gas Into Storage were dis- 
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allowed. The deduction for claimed Extraordinary Property Losses was sub- 
stantially allowed. It is clear from the initial decision that the presiding exam- 
iner did not give effect in Appendix B thereof to any of the three deductions in 
computing income taxes for Tennessee. 

In its petition Tennessee asserts that it will simplify the Commission’s task 
in connection with its consideration of the exceptions filed to the presiding exam- 
iner’s decision, on which oral argument is to be had before us on June 27, 1957, 
if the record were completed to include the attached proposed Exhibit 54. Ten- 
nessee categorically states that ‘““Tennessee has not, and does not, intend to 
contest the rulings made by the Internal Revenue Service as reflected in the 
Agent’s Report”. ‘Those rulings are, therefore, to be considered final and thus 
resolves the doubts surrounding the claimed deductions. 

A joint response to Tennessee’s petition was filed on June 17, 1957, by Lake 
Shore Pipe Line Co., The Lake Shore Gas Company, Hope Natural Gas Company, 
The East Ohio Gas Company, New York State Natural Gas Corporation, The 
Peoples Natural Gas Company, and Public Service Electric and Gas Company on 
behalf of 54 intervenors (referred to in the decision as “Joint Intervenors’’). 
Joint Intervenors agree with Tennessee that the presiding examiner did not give 
effect in Appendix B, supra, to any of the three deductions, and that Appendix B 
should be adjusted to reflect the reduction in Federal and state income taxes 
arising from the allowance as a tax deduction of Extraordinary Property Losses. 
The joint intervenors, alleging that Tennessee accounts for such losses on its 
books as a charge against depreciation reserve, assert that “to include extraor- 
dinary property losses as a separate item of operating expense, as TGT has 
attempted to do in its attachment to its ‘Petition to Reopen the Record for 
Limited Purposes’, would be highly improper because it would permit TGT the 
duplicate recovery of cost of such losses from TGT’s customers.” They refer us 
to certain pages of their exceptions to the presiding examiner’s decision in 
support of the foregoing proposition. 

But, as we understand Tennessee’s petition, it is asking that proposed Exhibit 
54 be received into evidence. This Exhibit, as noted previously, consists solely 
of the material portions of the Internal Revenue Agent’s Report. We think it 
plain that when joint intervenors referred to “its attachment” in the quoted 
matter above they referred to a tabulation which Tennessee merely attached 
for the convenience of the Commission and the parties, and which presumably 
reflects Tennessee’s views as to the ultimate effect of the Internal Revenue 
Agent’s Report on its overall cost of service for the test year. Tennessee is not 
asking that we receive that tabulation in evidence. Moreover, the joint inter- 
venors reference to their exceptions clearly shows that the proposition advanced 
in the joint response is one of the issues which will be heard in the oral argument 
set for June 27, 1957. Also joint intervenors attached to their response a “Re- 
vised Appendix III” to their exceptions, reflecting their view of the effect of the 
Internal Revenue Agent’s Report. Because we shall permit the receipt in 
evidence of proposed Exhibit 54, we shall consider their exceptions as so amended. 

Tennessee states that it sees no necessity for reconvening the hearing and 
suggests that the Commission reopen the record simply for the purpose of receiv- 
ing the proposed exhibit. None of the parties to this proceeding objects to this 
procedure, nor do we see any necessity for reconvening the hearing for this 
purpose. 


The Commission finds: 


It is appropriate in the public interest and consistent with orderly administra- 
tion of the Natural Gas Act to reopen the record in this proceeding for the limited 
purpose set forth in Tennessee’s petition. 
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The Commission orders: 


(A) The record in this proceeding is reopened for the sole purpose of and there 
is received in evidence Tennessee’s proposed Exhibit 54 consisting of the material 
portions of the Internal Revenue Agent’s Report pertaining to Tennessee’s Fed- 
eral income tax return for 1954. 

(B) Nothing in this order is to be construed as affecting or prejudicing in any 
way the exceptions heretofore filed by any party to the presiding examiner’s 
decision issued April 12, 1957, in this proceeding. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FOREST OIL CORPORATION, ET AL., DOCKET NO. G-5510 
ORDER DENYING APPLICATION FOR REHEARING AND GRANTING STAY 


(Issued June 21, 1957) 








On May 27, 1957, Forest Oil Corporation and other joint owners of the pro- 
ducing properties here concerned’ filed a joint application for reconsideration 
of our order issued February 26, 1957, in which we denied Forest Oil’s application 
to reopen the record for the purpose of allowing it to introduce cost-of-service 
evidence, and for rehearing and stay of our order issued April 26, 1957, 17 
F. P. C. 586. In the latter order we disallowed a rate increase from 9.797150 
cents per Mcf to 17 cents per Mcf for gas sold by Forest Oil from a well in the 
North Egan Field, Acadia Parish, Louisiana, to Transcontinental Gas Pipe Line 
Corporation (Transco), granted motions to dismiss the proceeding by counsel 
for interveners and staff counsel, ordered refunds and denied a motion for oral 
argument. 

After giving careful consideration to Forest Oil’s application we find that 
it contains nothing to impel us to depart from our previous decision although 
in view of the announced intention of Forest Oil to petition for review if its 
application for rehearing is denied, we will grant a stay so that Forest Oil 
may continue to charge the 17-cent rate and will not be required to make refund 
until the time for filing a petition for review has passed and the court takes 
action upon a request for a stay during the reviewing period. In general, the 
contentions advanced by Forest Oil in its present application have already been 
considered by us and discussed in our previous order. Only the following 
additional comments are necessary. 

Forest Oil contends that the Commission had no power to set aside its increased 
rate without a finding that it is unlawful and that the burden was on the 
Commission, not on it, to make this finding. In support of this contention. 
Forest Oil refers to United Gas Pipe Line Co. v. Mobile Gas Service Corporation, 
350 U. S. 332, and F. P. C. v. Sierra Pacific Power Co., 350 U. S. 348. In both 
these cases, as Forest Oil points out, it is made clear that our power is not 
to fix rates initially but to review them. Furthermore, the Mobile Gas case 
indicates that a changed rate can be set aside only upon being found “unlawful” 
by the Commission. On the other hand and contrary to Forest Oil’s contentions, 
Section 4 (e) of the Natural Gas Act provides that “At any hearing involving 
a rate or charge sought to be increased, the burden of proof to show that the 
increased rate or charge is just and reasonable shall be upon the natural-gas 































1 Hereinafter referred to jointly as “Forest Oil.” 
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company * * *.” As we have already found that Forest Oil has not met this 
burden of proof as required by Section 4 (e), we also find that the increased 
rate is unlawful within the meaning of Section 4 (e), although the findings in 
our previous order were tantamount to the same thing. 

Forest Oil contends that City of Detroit v. F. P. C., 230 F. 2d 810 (CADC, Decem- 
ber 15, 1955), certiorari denied, 352 U. 8. 829, requiring the submission of evidence 
showing what price is necessary to encourage exploration for and production of 
gas and evidence in support of the increased rates under the rate-base method, 
applies to pipeline companies but not to independent producers. We note here, 
as we did in our order denying rehearing in the Union Oil case,’ that in the City 
of Detroit case the court was interpreting substantive statutory and constitu- 
tional standards applicable to all natural-gas companies whether they be inter- 
state transmission companies or independent producers. The justness and 
reasonableness of rates are measured by a balancing of investor and consumer 
interests, by the protection afforded to the ultimate consumers through limiting 
the rate to that which is needed, but no more than is needed. Forest Oil’s 
evidence supplies no basis enabling us to make the required determination of 
justness and reasonableness. 

Forest Oil also contends that the Commission should have reopened the pro- 
ceedings to allow it to introduce cost-of-service evidence for it was not until 
December 6, 1956, it says, when the Commission issued its opinion No. 300 in 
the Union Oil case that there had been any pronouncement by the Commission 
that this type of evidence would be required in independent producer rate cases. 
Forest Oil argues, therefore, that it has been deprived of opportunity to know 
the issues and to supply evidence with which to satisfy the criteria which the 
Commission has adopted. 

Clearly, Forest Oil was on notice from the outset of this proceeding that the 
reasonableness of its increased rates was in question. There is no requirement 
that the Commission must detail all elements of proof in giving reasons for 
suspension or notice of hearing under Section 4 (e). The Act imposes an affirma- 
tive duty upon natural-gas companies to charge and file only reasonable rates and 
natural-gas companies must take the initiative to assure the continuing reason- 
ableness of its rates. Cf. Pennsylvania Water &4 Power Company v. Consolidated 
Gas, Electric Light € Power Company, 184 F.. 2d 552, 567 (CA4, 1950), certiorari 
denied, 340 U. S. 906. In filing a change in rate, a natural-gas company, as 
proponent of the charge, must know the elements upon which it relies as justifica- 
tion of the change. Forest Oil presented what evidence it thought supported 
the increase from 9.797150 cents per Mcf to 17 cents per Mcf. 

Furthermore, Forest Oil clearly knew before the close of the hearing on 
January 16, 1956, that cost-of-service evidence might be required. Upon a 
motion to dismiss made by the staff, in our order issued October 24, 1955, 14 
F. P. C. —, we refused to dismiss the proceeding for the same reasons expressed 
in two orders issued the same day, Union Oil Company, et al., 14 F. P. C. —, G- 
4331, et al., and Sun Oil Company, et al., 14 F. P. C. —, G-8288, In those orders 
we held that evidence of arm’s-length bargaining in connection with the nego- 
tiation of the contract and of market prices or field prices was not sufficient to 
show whether the increased rates were justified. Furthermore, in the orders 
we remanded the proceedings to the presiding examiner to give the applicants 
a second chance to prove the reasonableness of their increased rates. We also 
stated that protection of the interests of consumers would not permit further 


2 Order Denying Petitions for Rehearing, In the Matters of Union Oil Company of Cali- 
fornia, et al., 17 F. P. C. 89, docket No. G--4331, et al., issued January 31, 1957. 





FEDERAL POWER COMMISSION 869 


extensions of the hearings. Evidence presented upon remand of those proceedings 
and the Forest Oil proceeding did not cure the initial record deficiencies. 

From statements made by its counsel it is obvious that Forest Oil was fully 
aware that rate-base and cost-of-service evidence might be held essential, par- 
ticularly in the light of the City of Detroit case, stating the minimum require- 
ments of proof to satisfy the statutory standards of reasonableness of increased 
rates. 

In further explanation of its failure to present rate-base and cost-of-service 
evidence when the opportunities were afforded to it, Forest Oil contends that 
it was justified in basing its proof upon the field-price theory set forth in our 
opinion No. 269, In the Matters of Panhandle Eastern Pipe Line Company, et al., 
docket No. G-1116, et al., issued April 15, 1954. Yet now, without receding 
from that position, it contends that the same case, modified on appeal, is not 
applicable to the rates of independent producers. We find that it would not be 
in the public interest or consistent with orderly administration of the Natural 
Gas Act to delay final determination of this proceeding in order to give Forest 
Oil a third chance to sustain its burden of proof. In determining not to reopen 
this proceeding we are concerned with a long delay in making any necessary 
refunds. 


The Commission finds: 


(1) The application for rehearing of our order issued on April 26, 1957, in this 
proceeding, sets forth no new facts and no principles of law which either were 
not fully considered by the Commission when it issued that order or which 
having now been considered warrant any change in or modification of such 
order. All contentions and objections not specifically discussed or referred to 
herein have been considered and found either without basis in law or support in 
fact, but are not sufficiently material to warrant individual treatment or have 
been adequately disposed of otherwise. 

(2) It is necessary and appropriate in the public interest and in aid of orderly 
administration of the Natural Gas Act that the application insofar as it requests 
reopening of the record in this proceeding should be denied. 

(3) It is necessary and appropriate in the public interest that the operation 
of our order issued April 26, 1957, be stayed to the extent provided below. 


The Commission orders: 


(A) The application filed May 27, 1957, by Forest Oil, insofar as it requests 
rehearing of our order issued April 26, 1957, 17 F. P. C. 586, and reopening of the 
record is hereby denied. 

(B) The order issued in these proceedings on April 26, 1957, is hereby stayed 
for a period of 60 days from the date of issuance of this order: provided, how- 
ever, if judicial review of our action should be sought and a stay requested from 
the court, this stay shall continue in effect until the court takes action upon the 
request for stay of the Commission’s order in this proceeding: provided, however, 
that the period within which Forest Oil shall make refund to Transco in accord- 
ance with paragraph (C) of our order of April 26, 1957, shall extend for not 
more than 30 days after the end of the stay period provided herein and that the 
period within which Forest Oil shall report the details of its calculations regard- 
ing its refunds in accordance with paragraph (D) of our order of April 26, 1957, 
shall extend for not more than 45 days after the end of the stay period ; revided 
herein. 

(C) To the extent that Forest Oil’s application filed May 27, 1957, is not 
granted herein, it is hereby denied. 

Commissioners Digby and Stueck dissenting. 
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CITIZENS UTILITIES COMPANY, DOCKET NOS. E-6716 AND E-6760 


Before Commissioners : Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


ORDER INSTITUTING INVESTIGATION, CONSOLIDATING PROCEEDINGS, AND FIXING HEARING 
(Issued June 24, 1957) 


Citizens Utilities Company (Citizens), a Delaware corporation having its 
principal office at Stamford, Connecticut, and a place of business at Newport, 
Vermont, in the spring of 1956 commenced construction of project works for 
water power development in or along the Clyde River approximately one mile 
upstream from the point at which Clyde River flows into Lake Memphremagog 
near Newport, Orleans County, Vermont. 

By letter dated September 11, 1956, the Commission informed Citizens that 
it had come to the Commission’s attention that Citizens had commenced the 
aforesaid construction without having filed a declaration of intention, or appli- 
cation for license therefor pursuant to the mandatory provisions of Section 
23 (b) of the Federal Power Act (16 U. S. C. 817). On November 30, 1956, 
Citizens filed a declaration of intention with respect to the aforesaid construc- 
tion, Docket No. E-6716. 

The Clyde River flows in a generally northwesterly direction and is a tributary 
of Lake Memphremagog, which extends across the international boundary into 
Canada, the greater part of the lake being in Canada. The confluence of the 
Clyde River and Lake Memphremagog is at the south end of the lake near 
Newport, Vermont. 

The preliminary investigation on the declaration of intention indicates that 
the Clyde River has been utilized as a highway for commerce principally for 
the floating of forest products, and that Clyde River together with Lake 
Memphremagog in their natural condition, or with minor improvements, would 
be capable of transportation of persons and property in interstate or foreign 
commerce. Prior investigation shows that in the colonial period the Clyde 
River, together with the Nulhegan River, Lake Memphremagog, and the Magog 
and St. Francis Rivers served as a highway for the Indians between points in 
the New England Colonies and points along the St. Lawrence River (10 F. P. C. 
1255, 1256-1257). 

It appears that Citizens is also maintaining and operating project works in 
or along Clyde River for water power development, and that such project works 
are not being maintained and operated under in accordance with the terms of a 
permit or valid existing right-of-way granted prior to June 10, 1920, within 
the meaning of Section 23 (b) of the Act, nor under a license granted pursuant 
to the Act. Consequently, it is appropriate to institute an investigation with 
respect to the present occupancy by Citizens of the Clyde River for the purpose 
of developing water power. 

The Commission finds: 

(1) It is appropriate and in the public interest that an investigation be insti- 
tuted, as hereinafter provided, with respect to the present occupancy by Citizens 
of the Clyde River for developing water power. 

(2) It is appropriate and in the public interest to hold a public hearing as 
hereinafter provided respecting the matters involved and the issues presented 
by the aforesaid declaration of intention and by the aforesaid investigation, and 
that, for the purpose of hearing, the investigation should be consolidated with 
the proceeding on the declaration of intention. 
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The Commission orders: 


(A) An investigation be and the same hereby is instituted, with respect to 
the occupancy by Citizens Utilities Company of Clyde River for developing 
electric power, for the purpose of determining whether it is appropriate, expedi- 
ent, and in the public interest to issue an order to conserve and utilize the navi- 
gation and water resources of the region for the use or benefit of interstate 
or foreign commerce, for the improvement and utilization of water power de- 
velopment, and for other beneficial public uses, including recreational purposes, 
Docket No. E-6760. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Federal Power Act, 
particularly Sections 4 (g), 23 (b), 307 and 308 thereof, and the Commission’s 
Rules of Practice and Procedure, a public hearing shall be held on July 22, 1957 
at 10:00 a. m. (EDST) in Hearing Room No. 42, Post Office Building at New- 
port, Vermont, respecting the matters involved and issues presented by the 
aforesaid investigation and declaration of intention. 

(C) The investigation instituted herein (Docket No. E-6760) is consolidated 
for hearing with the proceeding on the aforesaid declaration of intention, Docket 
No. E-6716. 

(D) Petitions to intervene may be filed with the Federal Power Commission, 
Washington 25, D. C., in accordance with the Commission’s Rules of Practice and 
Procedure (18 CFR 1.8) on or before July 15, 1957. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-10077 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 24, 1957) 


On March 9, 1956, Arkansas Louisiana Gas Company (Applicant), a Delaware 
corporation with principal offices at Shreveport, Louisiana, filed, in Docket No. 
G-—10077, an application for a certificate of public convenience and necessity under 
Section 7 (c) of the Natural Gas Act, as amended, authorizing it to construct and 
operate a main line tap and appurtenant facilities on its transmission system in 
Jefferson County, Arkansas, and to operate, under lease, certain transmission 
facilities to be constructed and owned by the Cities of Grady, Dumas and Gould, 
Arkansas, all as more fully described in said application which is on file with the 
Commission and open to public inspection. A supplement to the application was 
filed on April 25, 1956. 

Under date of May 10, 1956, Applicant was granted temporary authority by the 
Commission pursuant to Section 7 of the Natural Gas Act to construct and 
operate the natural gas facilities as described in its application in Docket No. 
G-10077. Applicant advised the Commission by letter dated October 24, 1956 
that it commenced operation of the facilities on October 20, 1956. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 13, 1957, respecting the matters involved in and the issues presented by the 
application. No petitions to intervene or protests to the granting of the applica- 
tion have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
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pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
with principal offices at Shreveport, Louisiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order adopted January 26, 1948, in Docket No. G-252 (3 F. P. C. 
910). 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are used in the transportation of natural gas in interstate com- 
merce as an integral part of Applicant’s existing pipeline system, and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to continue the operation 
heretofore temporarily authorized and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure (18 C. F. R. 1.80) was unopposed by any party 
of record, and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Arkansas Louisiana Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, upon the terms and conditions of this order. 

(B) The certificate issued to Applicant is not transferable in any manner and 
shall be effective only so long as Applicant continues the operations authorized 
by this order and in accordance with the provisions of the Natural Gas Act, 
as well as applicable rules, regulations and orders of the Commission. 

(C) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(D) Applicant shall report to the Commission within 30 days from the issu- 
ance of this order the actual cost of construction of the subject facilities 
classified according to the estimates submitted in the certificate application 
and compared therewith together with an explanation of any significant 
differences. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
William R. Connole and Arthur Kline. 


GAS LIGHT COMPANY OF COLUMBUS, DOCKET NO. G-10298 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 24, 1957) 


Gas Light Company of Columbus (Applicant), a Georgia corporation with its 
principal place of business in Columbus, Georgia, filed on April 23, 1956, an 
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application for a certificate of public convenience and necessity authorizing 
continued operation of certain natural gas facilities utilized in the transporta- 
tion of natural gas in interstate commerce. 

The facilities for which authorization is sought herein consist of approximately 
2.7 miles of looped 6 and 10-inch gas transmission lines from a point of delivery 
from Southern Natural Gas Company in Russell County, Alabama, southeasterly 
to the Chattahoochee River on the Alabama-Georgia boundary, at which point 
Applicant operates a meter station where it delivers and sells gas to Fort 
Benning, Georgia, a United States Government military installation, all as more 
fully described in said application which is on file with the Commission and 
open to public inspection. 

Applicant is engaged in the transportation of natural gas in interstate com- 
merce by means of its natural gas pipe lines and appurtenant facilities described 
in its application, situated in the State of Alabama from the point of purchase 
from Southern Natural Gas Company and extending to a point on the boundary 
line of the States of Alabama and Georgia, where sale is made for consumption 
in the State of Georgia. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 13, 1957, respecting the matters involved in and the issues presented by the 
application. No petitions to intervene or protests to the granting of the appli- 
cation have been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 


sion pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, Gas Light Company of Columbus, a Georgia corporation with 
its principal place of business in Columbus, Georgia, is a natural-gas company 
within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are used in the transportation of natural gas in interstate commerce 
as an integral part of Applicant’s existing pipeline system and are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation of Applicant’s Alabama facilities is required by 
the public convenience and necessity and a certificate therefor should be issued. 

(4) Applicant is able and willing to do the acts and to continue the operation 
hereinafter authorized, and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure (18 CFR 1.30) was unopposed by any party 
of record, and, not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Gas Light Company of Columbus to continue the 
operation of the facilities hereinbefore described, all as more fully described 
in the application in this proceeding, upon the terms and conditions of this order. 

(B) The certificate issued to Applicant is not transferable in any manner 
aud shall be effective only so long as Applicant continues the operation author- 
ized by this order and in accordance with the provisions of the Natural Gas 


Act, as amended, as well as applicable rules, regulations and ‘orders of the 
Commission. 
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(C) Applicant shall report to the Commission within 30 days from the issuance 
of this order the actual cost of acquisition of the subject facilities from Georgia 
Power Company. 

(D) The certificate herein issued shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 











Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, ET AL., DOCKET NOS. G—10921, 
G-10974, G-11658, G-12125, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued June 24, 1957) 


Cities Service Gas Company (Cities Service), a Delaware corporation with 
its principal place of business located in Oklahoma City, Oklahoma, filed appli- 
cations for certificates of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, for the construction and operation of facilities, subject 
to the jurisdiction of the Commission, as more fully described in the various 
applications which are on file with the Federal Power Commission. 

Cities Service proposes in an application filed on August 16, 1956, in Docket 
No. G—10921, to continue the operation of the following described facilities 
installed without prior authorization, which cost $8,901.27, for the purpose of 
taking natural gas from certain independent natural gas producers. The facili- 
ties are: 

(a) A standard 4inch orifice meter setting with appurtenances, located near 
the center of the west line of Section 23, Township 24 North, Range 2 West, 
Noble County, Oklahoma. Said meter will hereinafter be referred to as the 
Earlsboro meter. 

(b) Two standard 4inch orifice meter settings with appurtenances, located 
near the center of the west line of Section 26, Township 24 North, Range 2 West, 
Noble County, Oklahoma. One of said meters will hereinafter be referred to as 
the Jennings & Clogg meter, and the other will be referred to as the Davidor 
meter ; and 

(c) A standard 4-inch orifice meter setting with appurtenances, located near 
the north line of the Southeast Quarter (SE-%) of Section 27, Township 16 
North, Range 2 West, Logan County, Oklahoma. This meter will hereinafter 
be referred to as the Eason meter. 

Bach of these meter settings are installed on Cities Service’s existing 20-inch 
transmission pipeline. 

The gas supply which became available by the installation of Cities Service’s 
facilities is reasonably adequate to justify the continued operation of the 
facilities. 

Cities Service proposes in an application filed on December 26, 1956, and 
supplements thereto on March 11 and April 5, 1957, in Docket No. G—11658, to con- 
struct and operate facilities at an estimated cost of $8,250 for the purpose of 
selling natural gas to Argonia Gas Company, Incorporated (Argonia) for resale 
in the City of Argonia, Sumner County, Kansas. The facilities are: 





*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Approximately % mile of 2-inch welded gas pipeline from a point on its main 
20-inch Pampa to Wichita line to a connection with facilities to be built by 
Argonia Gas Co., Inc., in Harper County, Kansas, together with meter setting, 
regulator, and appurtenant facilities, 

The record shows estimated annual and peak day requirements of Argonia for 
the first three years to be: 


Annual Peak day 
Mef Mef 





Argonia proposes to build 5.3 miles of 2-inch pipeline to connect its proposed 
distribution system with the facilities of Cities Service, at a cost of approxi- 
mately $85,210. 

Cities Service proposes in an application filed on August 27, 1956, in Docket 
No. G—10974, to construct and operate facilities at an estimated cost of $3,930 
for the purpose of enabling it to take natural gas from An-Son Petroleum Corpo- 
ration for transportation in interstate commerce for resale. The facilities are: 

Approximately 1,600 feet of 4inch lateral supply pipeline to extend from a 
point in the Northwest Quarter (NW-%4) of Section 6, Township 27 North, 
Range 25 West, to a point of connection with Cities Service’s existing 26-inch 
line near the center of the west line of the Southwest Quarter (SW-%4) of 
Section 31, Township 28 North, Range 25 West, all in Harper County, Oklahoma, 
together with a meter setting and appropriate appurtenances thereto. 

* « . + * * * 

Cities Service proposes in an application filed on February 20, 1957, in Docket 
No. G-12125, to construct and operate facilities at an estimated cost of $1,735 
for the purpose of enabling it to take natural gas from Great Sweet Grass Oils 
Company for transportation in interstate commerce for resale. The facilities 
are: 

A standard 4-inch orifice meter setting complete with 2-inch by-pass, inlet 
drip, outlet check, aud fittings and appurtenances, located on its existing trans- 
mission pipeline near the north line of the Northwest Quarter (NW-%4) of 
Section 3, Township & North, Range 4 West, McClain County, Oklahoma. 

2 = = J © ~ s 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 12-13, 1957 respecting the matters involved in and the issues presented 
by the applications filed by Cities Service in Docket Nos. G—10921, G—10974, 
G-11658, and G—12125, An-Son in Docket No. G—11669, and Great Sweet Grass 
Oil Company in Docket No. G-11678. No protest to the granting of the appli- 
cations has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

Cities Service in G—10921 shows that three 4-inch meter settings were in- 
stalled without receiving prior authorization for the purpose of enabling it to 
receive gas produced by Davidor & Davidor (Davidor), Earlsboro Oil & Gas 
Company, Inc., (Earlsboro), and Jennings and Clog (Jennings) in the South 
Tonkawa Field, Noble County, Oklahoma, and one 4-inch meter setting in Logan 
County, to enable it to receive gas produced by Eason Oil Company (Hason) in 
the East Gurthie Lake Area, Logan County, Oklahoma; Davidor and Jennings 
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were authorized in Docket Nos. G-7768 and G—9685, respectively ; and Earlsboro 
and Eason in G—-10123 and G—10307, respectively, to make their respective sales. 

The facilities proposed by Cities Service in Docket No. G-11658 will provide 
facilities to serve natural gas to the Argonia Gas Company, Inc., (Argonia), 
a newly formed company, for resale in the City of Argonia, Sumner County, 
Kansas. Temporary authorization for the construction and operation of the 
facilities Was issued May 16, 1957. 

The facilities proposed by Cities Service in Docket No. G—10974, and the sale 
of natural gas proposed to be made by An-Son in interstate commerce in Docket 
No. G—11669 to Cities Service for resale will provide additional dedicated re- 
serves to Cities Service’s system. 

The facilities proposed by Cities Service in Docket No. G—12125, and the sale 
of natural gas proposed to be made in Docket No. G-11678 by Great Sweet Grass 
Oils Company in interstate commerce to Cities Service for resale will provide 
additional supplies of gas for the system of Cities Service. 

The gas supplies which will become available by the operation of Cities 
Service’s proposed facilities as described in Docket Nos. G-10974 and G-—12125, 
respectively, are reasonably adequate to justify the construction of the pro- 
posed facilities. 


The Commission finds: 


(1) Cities Service, a Delaware corporation, having its principal place of 
business in Oklahoma City, Oklahoma, owns and operates, among other facili- 
ties, an integrated natural-gas transmission pipeline system located in the 
States of Oklahoma, Texas, Kansas, Missouri, and Nebraska, and by such 
operations Cities Service is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order entered on December 28, 1943, Docket No. G—298 
(4 F. P. C. 471). 

* eo 2 a * . 2 

(3) The facilities hereinbefore described of Cities Service presently used and 
proposed to be used, as more fully described in Cities Service’s applications 
herein, for the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Cities Service’s 
existing pipeline system, and the construction and operation thereof by Cities 
Service, are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(4) Cities Service is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

a s * a ~ oe * 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure should attach to 
the certificates hereinafter issued in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order in Docket Nos. G—-11658, G—10974 and G—12125 
shall be completed and in actual operation should be fixed at twelve months 
from the date on which this order issues. 

+ * 7 so * - a 

(9) The continued operation of the facilities hereinbefore described by Cities 

Service in Docket No. G—10921 and the proposed construction and operation of 
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facilities in Docket Nos. G—11658, G-10974 and G—12125 are required by the 
public convenience and necessity, and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(10) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Cities Service in Docket Nos. G—11658, G—10974, and G~—12125, 
authorizing Cities Service to construct and operate the facilities hereinbefore 
described, and for the continued operation of facilities in Docket No. G—10921, 
all as more fully described in the applications in these proceedings, for the 
transportation and sale of natural gas as therein set forth, upon the terms and 
conditions of this order. 

(B) The certificates to Cities Service shall be accepted in writing and under 
oath by a responsible official of Cities Service within 30 days from the issuance 
of this order, and the general terms and conditions set forth in paragraphs (a), 
(b), (c) (3), (c) (4), and (e) of Section 157.20 of the Commission’s General 
Rules and Regulations, including Rules of Practice and Procedure, shall attach 
to the issuance of the certificates granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

* * . eo * s = 

(E) The certificates issued in (A) and (C) above are not transferable and 
shall be effective only so long as Cities Service, An-Son and Great Sweet Grass 
Oils Company, respectively, continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission. 

* * * * * * * 

(G) The time within which the facilities hereby authorized in Docket Nos. 
G-11658, G-10974, and G—12125 shall be constructed and placed in actual opera- 
tion, as provided by paragraph (b) of Section 157.20 of the Commission’s Rules 
of Practice and Procedure, is hereby fixed at twelve months from the date on 
which this order issues. 

* * e ” . * + 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, ET AL., DOCKET NO. G—10934, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
AND GRANTING MOTION OF SUNRAY TO SEVER * 


(Issued June 24, 1957) 


Cities Service Gas Company (Cities Service), a Delaware corporation with a 
principal place of business at Oklahoma City, Oklahoma, filed on August 17, 
1956, an application for a certificate of public convenience and necessity pursuant 


*Omitted portions of this order relate to the issuance of indevendent producer certificates. 
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to Section 7 of the Natural Gas Act, authorizing Cities Service to construct and 
operate facilities, as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the application on file with the 
Commission. The facilities are described as follows: 

(a) A pipe line system comprising 1.7 miles of 10-inch, 1.84 miles of 8-inch, 2.3 
miles of 6-inch, and 11.35 miles of 4-inch pipe, beginning at Applicant’s Straight- 
Blackwell 26-inch pipe line in the NW% Section 4-T.27N.-R.5W. and extending 
northerly to existing and proposed gas wells located in Sections 19, 20, 21, 22, 
25, 26, 27, 28, 29 and 30-T.28N.-R.5#., Grant County, Oklahoma. 

(b) A pipe line system comprising 2.65 miles of 10-inch, 1.09 miles of 8-inch, 
2.10 miles of 6-inch, and 10.47 miles of 4inch pipe, beginning at Applicant’s 
Straight-Blackwell 26-inch pipe line in the SW%4 Section 35-T.28N.-R.6W., and 
extending northerly to existing and proposed gas wells located in Sections 17, 20, 
21, 22, 23, 24, 25, 26, 27 and 28-T.28N.-R.6W., Grant County, Oklahoma. 

(c) A pipe line system comprising 0.45 miles of 6-inch and 2.65 miles of 4-inch 
pipe, beginning at Applicant’s Straight-Blackwell 26-inch pipe line in the NE%4 
Section 33-T.28N.-R.7W., and extending southerly to existing and proposed 
gas wells in Sections 32, 33 and 34~-T.28N.-R.7W., Grant County, Oklahoma. 

(d) A pipe line system comprising 2.48 miles of 12-inch, 1.41 miles of 8inch, 
2.63 miles of 6-inch, and 10.18 miles of 4-inch pipe, beginning at Applicant’s 
Straight-Blackwell 26-inch pipe line in the NW% Section 32~T.28N.-R.7W., 
and extending northerly to existing and proposed gas wells located in Sections 
11, 12, 13, and 14-T.28N.-R.8W., and Sections 7, 15, 16, 17, 18, 19, 20, 21 and 
22-T. 28N.—R. 7W., Grant County, Oklahoma. 

(e) A pipe line system comprising 3.35 miles of 10-inch, 0.55 miles of 6-inch 
and 2.37 miles of 4-inch pipe, beginning at Applicant’s Straight-Blackwell 26-inch 
pipe line in the NE Section 36~T.28N.—R.9W., Alfalfa County, Oklahoma, 
and extending northerly to existing and proposed gas wells located in Sections 
12 and 13-T.28N.-R.9W., Alfalfa County, and Sections 7 and 18-T28N.-R. 
8 W., Grant County, Oklahoma. 

Cities Service proposes by means of the facilities to be constructed and 
operated to provide an additional supply of gas for its system from the Eureka 
area located in Grant and Alfalfa Counties, Oklahoma. The estimated cost of 
the facilities is $1,288,600, and will be paid for out of treasury cash. 

* e * - * > * 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
June 12 and 13, 1957, respecting the matters involved in and the issues 
presented by the applications filed in Docket Nos. G—10934, G—10665, G—10670, 
G-10690, G-10692, G-10694, G-10748, G-10754 and G-10843. No protest to the 
granting of the application has been received. Staff Counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 

The record shows that Cities Service proposes in Docket No. G—10934 to 
construct and operate natural gas facilities for the purpose of enabling Cities 
Service to obtain more gas for system requirements; and that Champlin, Wilcox, 
Viersen and Cochran, Woods, Calvert, Sunray, I. J. Newlin, Briscoe and Barrett, 
independent producers of natural gas propose to sell natural gas in interstate 
commerce to Cities Service for resale for ultimate public consumption, as stated 
hereinbefore, and as more fully shown in their respective applications. 


The Commission finds: 


(1) Cities Service, a Delaware corporation, having its principal place of 
business in Oklahoma City, Oklahoma, owns and operates, among other facilities, 
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a natural-gas transmission pipe-line system located in the States of Oklahoma, 
Texas, Kansas, Missouri, and Nebraska, and by such operations Applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order entered 
on December 28, 1943, Docket No. G—-298, 4 F. P. C. 471. 
” * * * * a a 

(83) The facilities of Cities Service proposed in Docket No. G—10934 to be 
used for the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, will be an integral part of the 
Applicant’s existing pipe-line system, and subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Cities Service is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

. o * o 7 > * 

(8) A request during the public hearing by Staff Counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the said Rules. 

(9) The proposed operation of the facilities hereinbefore described by Cities 
Service in Docket No. G-10934 are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(10) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (2) (3) (4), and (e) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure and set forth 
in paragraph (A) hereof should attach to the certificate hereinafter issued, and 
to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order in Docket No. G-10934 
shall be completed and in actual operation should be fixed at twelve months 
from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Cities Service in Docket No. G—10934 authorizing Applicant to construct 
and operate the facilities hereinbefore described, all as more fully described in 
the application in this proceeding, for the transportation of natural gas as therein 
set forth, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (2) (8) (4), and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The certificate issued in Docket No. G—10934 shall be deemed accepted and 
of full force and effect, unless refused in writing and under oath within 30 days 
from the issuance of this order. 

a = = . * ® * 

(H) The time within which the facilities hereby authorized in Docket No. 

G-10934 shall be construed and placed in actual operation as provided by para- 
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graph (b) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
is hereby fixed at twelve months from the date on which this order issues. 
* * * * 7 . * 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


CONTINENTAL OIL COMPANY, DOCKET NO. G-—11024 
THE ATLANTIC REFINING COMPANY, DOCKET NO. G-11034 
CITIES SERVICE PRODUCTION COMPANY, DOCKET NO. G-11046 
TIDEWATER OIL COMPANY, DOCKET NO. G-11049 


ORDER, UPON APPLICATION FOR REHEARING, ADOPTING INITIAL DECISION OF PRESIDING 
EXAMINER WITH MODIFICATIONS AND CONDITIONS 


(Issued June 24, 1957) * 


On June 4, 1957, Tennessee Gas Transmission Company (Tennessee Gas) 
filed an application for rehearing and reconsideration of the Commission’s order 
issued in these proceedings on May 20, 1957, 17 P. F. C. 732. By order issued 
June 6, 1957, we granted rehearing and in such order provided for oral argument 
“upon the contentions made and issues presented by the application for rehear- 
ing, the motion for modification and the answers thereto heretofore filed in these 
proceedings.” * 

Pursuant to the order granting rehearing we heard oral argument on June 12, 
1957. 

The Commission’s order issued May 20, 1957, modified an earlier order issued 
April 22, 1957, granting temporary certificates of public convenience and neces- 
sity to CATCO and to Tennessee Gas in Docket No. G—11107. 

The temporary certificates issued by our order of April 22, 1957, authorized 
CATCO to sell natural gas to Tennessee Gas from CATCO’s leases in the East 
Cameron, West Cameron and Vermilion areas off the coast of Louisiana in the 
Gulf of Mexico, and authorized Tennessee Gas to construct and operate ap- 
proximately 107 miles of pipeline from the off-shore platforms of CATCO to a 
point on its main system at Kinder, Louisiana. 

The contracts for the sale of gas executed between each of the CATCO com- 
panies and Tennessee Gas which are exhibits in these proceedings provide for an 
initial price of 21.4 cents per Mcf? and for a definitely fixed price escalation of 
two cents per Mef every four years. 

As has been indicated hereinbefore, the CATCO companies filed a motion for 
modification of the Commission’s order issued April 22, 1957. In the motion the 


*Rehearing denied by order issued August 15, 1957. 

10n May 6, 1957, Continental Oil Company, The Atlantic Refining Company, Cities 
Service Production Company and Tidewater Oil Company (collectively referred to as 
CATCO) filed a motion for modification of the Commission’s order issued April 22, 1957, 
granting temporary certificates of public convenience and necessity to CATCO and Ten- 
nessee Gas and directing that the proceedings “be remanded to the presiding examiner 
to determine at what rate the public convenience and necessity requires the sale of natural 
gas by CATCO to Tennessee Gas to be made if these CATCO companies are granted perma- 
nent certificates of public convenience and necessity.” Answers to the motior were filed 
by New York Public Service Commission, Lake Shore Pipe Line Company, Brooklyn Union 
Gas Company and Long Island Lighting Company (jointly), and Public Service Electric 
and Gas Company (collectively referred to as Interveners) opposing the motion. Ten- 
nessee Gas filed an answer supporting the motion. 

2 Reimbursement for the one-cent Louisiana gathering tax would be added to this 
amount. 
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CATCO companies indicated that they were unwilling to accept temporary certifi- 
cates of public convenience and necessity under the conditions specified in the 
Commission’s order. They, however, proposed that the Commission issue per- 
manent certificates permitting them to charge the initial agreed-upon price of 
21.4 cents per Mcf, but agreed to modify therein respective contracts for the sale 
of natural gas to Tennessee Gas in such manner that the future price escalations 
contained in the contracts would remain subject to the Commission’s scrutiny and 
jurisdiction in the event the Harris Bill, H. R. 6790, 85th Cong., were enacted 
into law. The proposed contract amendments would provide that if the Harris 
Bill were enacted, the price for gas would escalate up to the then current reason- 
able market price but not more than two cents per Mcf every four years. 

In response to the motion we issued our May 20, 1957, order in which we 
granted permanent certificates of public convenience and necessity to the CATCO 
companies on condition that the contracts between the CATCO companies and 
Tennessee Gas be amended so as to provide for an initial price of 17 cents per 
Mcf, with provision for filing a request for an increase in such price to 21.4 
cents per Mcf one day after the initial price became effective. Under the condi- 
tion provision was also made for the incorporation in such contract of indefinite 
price escalations, with a ceiling increasing by two cents every four years. 

In its application for rehearing filed June 4, 1957, Tennessee Gas has stated that 
it had been advised that the CATCO companies were unwilling to accept the 
permanent certificates of public convenience and necessity granted by the May 
20, 1957, order because they objected to the pricing and other conditions specified 
in the order, and that they wonld terminate the contracts so that the large 
supply of gas contained in the off-shore reserves of the CATCO companies would 
uot become available to the customers of Tennessee Gas. At the oral argument 
it became apparent that the CATCO companies objected to the 17-cent initial 
price set in the May 20, 1957, order. On the other hand, the CATCO companies 
indicated that they would still be willing to amend their contracts as proposed 
in their motion of May 6, 1957. They indicated further that if they failed to 
obtain certificates without price conditions which they considered objectionable, 
they would seek to dispose of their gas elsewhere than to Tennessee Gas and the 
interstate market. 

In the present status of the case we are left with the difficult problem of how 
to assure the delivery of this gas to the large market served by Tennessee Gas, 
and at the same time protect the consumers from an unreasonably high price. 
In reaching a solution to this problem we are moved by the primary consideration 
that the public served through the Tennessee Gas system is greatly in need of 
increased supplies of natural gas. Further, it appears to us, important as is the 
issue of price, that as far as the public is concerned, the precise charge that is 
made initially is less important than the assurance of this great supply of gas. 
In view of these circumstances and the fact that the record does not show that 
the 21.4-cent rate is necessarily excessive, we agree with the presiding examiner 
that this certificate proceeding under Section 7 of the Natural Gas Act should not 
assume the character of a rate proceeding under Section 5 (a). We are of the 
opinion that, in the circumstances of this case, in view of the great demand for 
gas by customers of Tennessee Gas, the price consideration should not be made 
the prime determinant of what the public convenience and necessity require. 
By virtue of the authority conferred upon us by Sections 4 and 5 of the Natural 
Gas Act and the proposal to modify the contracts made by the CATCO com- 
panies, we are of the opinion that we will be able to adequately protect the 
public interest with respect to the matter of price. In order, therefore, to 
insure that deliveries of gas by the four CATCO companies to Tennessee Gas will 
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commence as promptly as possible, we will grant permanent certificates to them 
by this order without any condition affecting the initial price of 21.4 cents per 
Mcf. 

However, because the 21.4-cent price, as we have heretofore observed, is higher 
than Tennessee Gas is paying under any other contract, it should be subject to 
prompt investigation under Section 5 (a) as to its reasonableness. In this con- 
nection, we may note that when three of the CATCO companies, Continental Oil, 
Atlantic Refining and Tidewater Oil file their contracts with Tennessee Gas as 
rate schedules as required by the Natural Gas Act and our Regulations, such 
contracts will be subject to rate investigations now outstanding against these 
companies. Thus, by our order issued January 27, 1956, in Docket Nos. G-9283 
and G-9284, we instituted an investigation of any of the rates or charges of 
Atlantic Refining and Tidewater Oil with respect to any transportation or sale 
of natural gas subject to our jurisdiction, and by our order issued the same 
day in Docket No. G—9279, we instituted a similar investigation of the rates 
and charges of Continental Oil. Concurrently with this order we are instituting 
in Docket No. G-12780 an investigation of the rates and charges of Cities Service. 
By this means relief can be afforded to the consuming public if it should be 
found that the 21.4-cent initial rate to be charged for the off-shore gas is 
excessive. 

It appears to be true that if the Harris Bill, H. R. 6790, 85th Congress, or 
some bill similar to it, becomes law that we may lose continuing supervision 
over the future increased prices provided in the several contracts between the 
CATCO companies and Tennessee Gas. Therefore, we shall adopt the proposal 
of the companies made in their motion for modification of May 6, 1957, that 
they amend their contracts so that the price increases will remain subject to our 
control by using “indefinite pricing clauses” rather than “definite pricing clauses” 
within the meaning of the Harris Bill. They propose to do this, as indicated 
above, by providing that the initial sales price shall be 21.4 cents per Mcf until 
November 1, 1962, as at present, but after that the “reasonable market price” 
within the meaning of the bill and as determined by this Commission shall pre- 
vail. Adjustments would be initiated by the sellers at four-year intervals but 
would be limited by the step increases now provided in the contracts. The 
CATCO companies state that Tennessee Gas is agreeable to this arrange- 
ment and will enter into such an amendment with each of the CATCO companies. 


The Commission finds: 


(1) It is necessary and appropriate in the public interest to adopt the initial 
decision of the presiding examiner with modifications and conditions and to 
modify the Commission’s order issued May 20, 1957, in the above-entitled pro- 
ceedings, in the manner set forth below. 

(2) The CATCO companies are able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules, and regulations of the Commission there- 
under. 

(3) The sales of natural gas by the CATCO companies to Tennessee Gas, as re- 
ferred to above, together with the construction and operation of any facilities 
subject to the jurisdiction of the Commission necessary therefor, are required 
by the public convenience and necessity, and permanent certificates therefor 
should be issued as hereinafter ordered and conditioned. 


The Commission orders: 


(A) Permanent certificates of public convenience and necessity are hereby 
issued to the CATCO companies, without further hearing, authorizing the sale 
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of natural gas to Tennessee Gas, from CATCO’s leases in the East Cameron, 
West Cameron and Vermilion areas off the coast of Louisiana in the Gulf of 
Mexico, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission, used for such sale, as hereinbefore de- 
scribed and as more fully described in the applications in this proceeding. 

(B) Each of the CATCO companies, within 20 days after the issuance of this 
order, shall file with the Commission a duly executed amendment to the con- 
tract submitted as an exhibit to its certificate applicaton providing for sale of 
natural gas to Tennessee Gas embodying the following language: 


If and in the event that H. R. 6790 or any substantially similar legisla- 
tion is enacted into law by the 85th Congress, and becomes effective, then 
the provisions of Section 10, Prices, commencing with the portion thereof 
reading 


“From the date of initial delivery or 
November 1, 1957, whichever occurs first, 
until November 1, 1962 21.4 Cents per MCF” 


to and including that portion thereof reading 


“From November 1, 1986 to expiration of this contract 35.4 Centr 
per MCF” 


is hereby deleted, and the following is substituted in lieu thereof: 


From the date of initial delivery or November 1, 1957, whichever occurs 
first, and thereafter 21.4 Cents per MCF 


Provided that, After November 1, 1962, Seller shall be entitled to receive 
and Buyer shall pay the reasonable market price, if higher than 21.4 cents 
per Mcf, for the gas at the points of delivery within the limitations and 
subject to the terms and conditions as hereinafter set forth. Such reason- 
able market price shall be that as fixed by the Federal Power Commission 
under applicable law, after initial determination thereof by Seller as herein 
provided. If Seller should determine that the reasonable market price for 
the gas at the points of delivery for any of the 4-year periods hereinafter 
listed would be in excess of the price then being paid hereunder, Seller 
may notify Buyer, not less than eight months prior to the commencement 
of such period, of the price to be paid by Buyer hereunder during such 
period and until a subsequent determination by Seller in accordance here- 
with is made effective. Any price so determined and fixed shall be not less 
than 21.4¢ per Mcf and not more than: 


23.4 Cents per MCF_. From November 1, 1962 to November 1, 1966 
25.4 Cents per MCF_. From November 1, 1966 to November 1, 1970 
27.4 Cents per MCF_. From November 1, 1970 to November 1, 1974 
29.4 Cents per MCF_. From November 1, 1974 to November 1, 1978; 


and, in the event the term of this contract is extended ‘hereunder beyond 
November 1, 1978, then not more than 


31.4 Cents per MOF__ From November 1, 1978 to November 1, 1982 

33.4 Cents per MCF_. From November 1, 1982 to November 1, 1986 

35.4 Cents per MCF__ From November 1, 1986 to the expiration of thig 
contract. 


Except as altered hereinabove, the provisions of Section 10, Prices, shall 
remain unaffected and in full force and effect. 
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(C) The certificates issued herein shall be accepted in writing and under 
oath by each of the CATCO parties, each of whom shall be authorized to com- 
mence service upon acceptance and upon completion of construction of the 
“offshore facilities” by Tennessee Gas. Each acceptance shall be accompanied 
by a resolution of the Board of Directors of the accepting company duly authenti- 
cated indicating the approval of the acceptance of the certificates hereby granted. 

(D) The certificates issued herein are not transferable and shall be effective 
only so long as each CATCO company continues the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

(E) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Part 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the services herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the CATCO 
companies. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(F) The findings of fact and the conclusions of the presiding examiner are 
hereby adopted except where inconsistent with this order. 

(G) Our order issued May 20, 1957, is hereby modified to the extent that 
it is inconsistent with this order. 

Commissioner Connole dissenting. 


ConnoLe, Commissioner, dissenting: 


The manifest unwillingness of the producers here involved to submit to properly 
constituted public authority the prices at which they propose to make these sig- 
nificant sales in interstate commerce has precipitated a crisis for consumers and 
Commission far out of proportion to the importance of the immediate proceeding. 
The depth of the crisis was well expressed at the oral argument of June 12, 
1957. Producers represented that unless we abandon our position in this matter 
it would be their decision to withdraw this gas from the interstate market. 
Representatives of consuming interests and of metropolitan distributing com- 
panies contended it would be preferable to risk curtailment of expansion and, 
by necessary implication, certainty of supply rather than to permit the Commis- 
sion to depart from the position taken in our prior Orders in this docket. 

This proceeding is another example of the manner in which the skyrocketing 
demand for natural gas is severely straining the industry’s price structure. 
Demand threatens to elevate price levels beyond customer tolerance. As a result 
each proposed sale at new high price levels must be evaluated with particular 
eare. Avoiding the disastrous consequences of a collision between consumers’ 
needs for additional gas and producers’ demands for additional compensation is 
particularly difficult in this proceeding because producers have presented the 
Commission with an almost classic Hobson’s choice. In addition, the issues have 
become expanded in scope and effect until far more than the initial price level 
of this particular sale is involved. As I see it, the validity of the Commission’s 
judicially approved right to attach a rate condition to certificates of public 
convenience and necessity when it is called for, and in fact, the very inviolability 
of all Commission orders is at issue here. 

It is clear from the history of this proceeding that we have made unprecedented 
efforts to ensure fair treatment, that we have clearly evidenced our intention to 
cooperate in arriving at an initial price level that would be just and reasonable 
to all parties affected. Despite these efforts, however, the producers remain 
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adamant. Despite ample administrative and judicial authority to the contrary’ 
they insist that a proposal to make a sale of natural gas in interstate commerce 
is not subject to regulatory review to determine if the public interest requires 
that it be made at the prices proposed. 

The record is plain that the controlling reason the parties refuse to submit 
their contracts to regulatory review in the manner found necessary in the public 
interest is their preference for a proceeding in which the burden would be on 
the Commission to establish that the rate was more than reasonable. They 
flatly refuse to submit to one in which the parties would be required to show 
only that the rate was required by the public convenience and necessity. No 
citation of authority or reference to regulatory theory is needed to demonstrate 
that the burden of showing the public convenience and necessity requires a pro- 
posed service at a particular price level is on the party seeking to take advantage 
of the proposed service and not on the tribunal before which the case is to be 
made. Under the unique conditions found here, the critical importance of that 
decision is indisputable. 

So much has been said in other forums, so many and so unanimous are the 
authorities in support of it, that to argue the validity and equity of the pro- 
cedure contemplated by our prior Orders and supported by the Signal Oil case, 
supra, would serve no useful purpose now. At this tardy date the unbeliever 
needs inspiration not persuasion, if the veil of obstinacy is to be removed from 
his eyes. 

Of more immediate consequence, however, is the dilemma into which the 
refusal has placed this Commission and the consumers whose interest we must 
protect : Denial of essential supplies on the one hand, and on the other, inadequate 
protection against unjust and unreasonable rates. 

It contributes nothing to argue that the issue here is sanctity of contract. When 
it applies, no one feels the force of that argument more keenly than I. And 
when it was threatened, I spoke out against it. For example, see my separate 
statement In the Matters of American Louisiana Pipe Line Company, et al., 
G-10396, ct al., issued January 11, 1957. 

But no contract terms are involved here. No party questions the manner in 
which the other has carried out its part of a bargain. If anything, an essential 
party to the contracts has been crowded out of the bargaining table. And 
rather than to permit the public interest a place, the bargainers would turn the 
table upside down and walk away from the entire proceeding. 

Plain facts are that the gas has been placed on the interstate market on one 
set of terms and one only. This Commission and the consumers who have 
made irrecoverable investments in order to use it, are given no choice but to 
accept. The arbitrary nature of this position appears from an examination of 
the orders which have been rejected by the producers. 

No voice has been raised to dispute the facts that were set out so clearly in 
our Order of April 22, 1957. To my legal understanding, they are still facts. 
A few sentences will illustrate (17 F. P. C. 574, 575) : 


The record contains insufficient evidence or testimony however, on 
which to base a finding that public convenience and necessity requires the 
Sale of these volumes of gas at the particular rate level here proposed. 
The importance of this issue in certificating this sale cannot easily be over- 
emphasized. This is the largest reserve ever committed to one sale. This 
is the first sale from the newly developed offshore fields from which large 


1 See Cities Service Gas Co., Signal Oil and Gas Co., 14 F. P. C., Opinion No. 288, Nos. 
G—2569, G-2570, November 28, 1955, affirmed as Signal Oil and Gas Co. v. F. P. C., 238 F. 
24 771 (CA8), certiorari denied 8538 U. 8. 923. 


506455—59——_58 
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proportions of future gas supplies will be taken. This is the highest price 
level at which the sale of gas to Tennessee Gas has been proposed. 

These factors make it abundantly evident that, in the public interest, 
this crucial sale should not be permanently certificated unless the rate level 
has been shown to be in the public interest. . . . 


No effective objection has been made to our Order of May 20, 1957. The upper 
limit of the price range used by the Commission in that Order was set by the 
contracts themselves which the record discloses contain the highest of at least 
four bid prices. The lower limit was urged by disinterested public authority 
intervenors and supported by evidence of record showing, among other things, 
that it was the highest price presently being paid by Tennessee Gas for the 
purchase of any gas produced in the Southwest area. Effectively, the Order 
provided a floor which the rates would not penetrate, an assurance notably 
lacking in the Section 5 (a) procedure so zealously embraced by the applicants. 
And still the refusal persists. 

Nothing but threats by the producers support the proposition that this gas 
would be barred forever from the interstate market. And the very quantity of 
offshore gas affected by this decision makes it clear that the only practical 
market for gas of this kind for years to come is to the large consuming areas 
served by the long haul interstate pipelines. In my judgment the pricing pat- 
tern should not be set for so crucial a supply source in an atmosphere charged 
with urgency and in response to arguments whose primary motivation is private, 
not public, gain. The election by the producers to reject their public responsi- 
bility and insist on exercising the full strength of their bargaining position has 
altered completely the impact of logical and equitable arguments. 

The decision of the majority is justifiable only by the evil consequences of 
the loss of these reserves to the particular pipeline which is a party to the con- 
tracts. Such evils would, in the opinion of the majority, exceed the gain to 
follow from the proof that the public convenience and necessity does not require 
the sale of this gas at proposed rates. 

In my opinion, the consequences of abandoning our position will be more 
serious than their effect on this particular sale. Whether by design or accident, 
the issues in this proceeding now transcend the close limits of the original 
hearing. At stake is the question whether the Commission should hold a posi- 
tion which it has determined is in the long run public interest, or whether it 
should abandon it when confronted with allegations that short run injury to 
one segment of the industry and consumers might result. Where the issue is 
reduced to this simple statement, the answer is clear. 

Majority quite properly are concerned that persisting in either our. April 22 
or our May 20 Order will result in cancellation of the CATCO-Tennessee con- 
tracts. I agree it probably would. And quite understandably the majority 
refuses to permit a few distributing companies and one Public Service Com- 
mission to dictate the interests of all other consumers on Tennessee’s lines, 
Unfortunately, however, there is more to this issue. 

As concerned as I am for Tennessee’s customers, I am more concerned for the 
whole body of consumers on all transmission pipe lines for whose protection 
we are responsible. And as deserving of preservation as I believe those par- 
ticular Orders to be, I believe the principle that Federal regulatory Orders should 
not be changed by threats of abandoning public responsibility is even more 
important. 

On balance, and in view of the expansion of the issues beyond those originally 
contemplated by this docket, I believe it more important to the public interest 
to preserve the Commission’s authority to make lawful and necessary orders 
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than it is to preserve these contracts as written. The right to maintain valid 
orders against allegations of urgency, the importance to the consumer of the 
Signal Oil doctrine and the right of all consumers for protection against un- 
reasonable initial rates outweigh the potential damage to the consumers of 
Tennessee Gas Transmission which might flow from maintaining the position 
I urge here. 

While dissenting may appear to serve no useful purpose, the damage to 
consumer and to the public interest, to the regulatory process, and to the future 
of the interstate natural gas business as it is given me to discern it, would be 
such under the majority decision that, inevitable as that decision may appear 
to be, I am left no choice but to protest it by filing a dissenting vote. 

I dissent from the action of the majority in this cause. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, ET AL., DOCKET NO. 
G-11400, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued June 24, 1957) 


Texas Gas Transmission Corporation (Texas Gas), having its principal place 
of business at 416 West Third Street, Owensboro, Kentucky, filed on October 31, 
1956, an application, pursuant to Section 7 of the Natural Gas Act, for a 


certificate of public convenience and necessity authorizing the construction and 
operation of approximately 2 miles of 414-inch O. D. supply lateral together with 
a gas purchase meter to be installed in the North Elton Field, Allen Parish, 
Louisiana in order to purchase and receive natural gas into its system produced 
by Lyons & Logan, Operator, in said field and a purchase meter to be installed 
on its existing pipeline in the Bayou Mallet Field, Acadia Parish, Louisiana 
in order to purchase and receive natural gas produced by James M. Cunningham, 
Operator in said Bayou Mallet Field. 

The purpose of the proposed facilities, Texas Gas states, is to enable it to 
acquire new gas reserves not previously dedicated in the above-named fields, 
where it is presently purchasing gas. This acquisition of new gas reserves will 
increase the general system supply of Texas Gas. 

The estimated cost of Texas Gas’ proposed facilities is $61,000, which will be 
financed from cash on hand. 


* * * * = * * 


Temporary authorization was granted by the Commission on December 21, 
1956, to Texas Gas Transmission Corporation to construct and operate the pro- 
posed facilities described in its application in Docket No. G—11400, and to James 
M. Cunningham to sell natural gas in interstate commerce to Texas Gas Trans- 
mission Corporation as proposed in Docket No. G—11280, and to Lyons & Logan to 
sell natural gas in interstate commerce to Texas Gas Transmission Corporation as 
proposed in Docket No. G—11286. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 12, 1957, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene or protest to the granting of the applica- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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tions has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 

The Commission finds: 

(1) Texas Gas Transmission Corporation, a Delaware corporation, having 
its principal place of business in Owensboro, Kentucky, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of March 30, 1949, in Docket No. G-859. 

(2) The facilities proposed to be constructed by Texas Gas as hereinbefore 
described and as more fully described in its application are proposed to be 
used in the transportation of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
system and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) The proposed construction and operation of facilities by Texas Gas as 
hereinbefore described and as more fully set forth in the application are required 
by the public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3) (4) and (e) of Section 157.20 
of the Commission’s Regulations Under the Natural Gas Act, should attach to 
the issuance of the certificate to Texas Gas Transmission Corporation, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order should be completed and said 
facilities should be placed in actual operation should be fixed at 6 months from 
the date on which this order issues. 

+ a * * . a * 


(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

* * ” ” 7 * oo 

(9) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Gas Transmission Corporation to construct and 
operate the facilities and to transport natural gas as hereinbefore described, all 
as more fully described in the application in this proceeding, upon the terms 
and conditions of this order. 

* e *” > * s s 

(C) The certificate to Texas Gas shall be accepted in writing, and under oath, 
by a responsible official of Texas Gas and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and the exercise of 
the rights granted thereunder. 
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(D) The time within which the facilities hereby authorized to Texas Gas 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Regulations Under the Natural Gas 
Act is hereby fixed at 6 months from the date on which this order issues. 

(E) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(F) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedules for the service herein authorized; and is without prejudice to 
any findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against the 
Applicants. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

o ” a * * 7 


Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


CITIES SERVICE PRODUCTION COMPANY, DOCKET NO. G—12780 
ORDER INSTITUTING RATE INVESTIGATION 
(Issued June 24, 1957) 


By order issued this same date, 17 F. P. C. 880, we granted certificates of public 
convenience and necessity to Cities Service Production Company (Cities Service) 
(Docket No. G-11046) and also to Continental Oil Company (Docket No. 
G-11024), The Atlantic Refining Company (Docket No. G-11034) and Tidewater 
Oil Company (Docket No. G—11049), for the sale of gas by these companies 
(together termed CATCO) from their leases in the East Cameron, West Cameron, 
and Vermilion areas off the coast of Louisiana in the Gulf of Mexico to Tennessee 
Gas Transmission Company. The contracts for the sale by the CATCO com- 
panies provide for an initial rate of 21.4 cents per Mcf of natural gas (to which 
reimbursement for the one-cent Louisiana gathering tax would be added) and 
for a definitely fixed price escalation of two cents per Mcf for every four years. 
Because the 21.4-cent charge is higher than Tennessee Gas is paying under any 
other contract, it is necessary, in order to protect the pubiic interest, that this 
charge be subject to investigation under Section 5 (a) of the Natural Gas Act. 

Investigations of sufficient breadth to include the 21.4-cent CATCO charge 
when filed in a rate schedule have already been instituted by orders issued 
January 27, 1956, against Continental Oil (Docket No. G-9279) and against 
Atlantic Refining and Tidewater Oil (Docket Nos. G-9283 and G-9284), but no 
investigation is extant with respect to the rates and charges of Cities Service, 
although two suspension proceedings have been instituted with respect to 
increased rates filed for service to United Fuel Gas Company. In view of the 
breadth of the investigations which have already been instituted against the 
other CATCO companies, the fact that Cities Service and the three other 
CATCO companies are selling gas to Tennessee Gas from another offshore 
Louisiana field, the West Delta area, and the fact that suspension orders are 
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outstanding with respect to sales by Cities Service to United Fuel Gas, it is 
appropriate that the rate investigation instituted herein be broad enough to 
cover all of Cities Service rates and charges for sales of gas subject to the 
jurisdiction of the Commission. The institution of such an investigation will 
conform to the intention expressed in our order granting certificates to the 
CATCO companies that the 21.4-cent initial rate be subject to prompt investi- 
gation under Section 5 (a) of the Natural Gas Act as to its reasonableness. 

Cities Service’s contract for the sale to Tennessee Gas which is involved in 
the present certificate proceedings in Docket No. G—11046, has not yet been filed 
as arate schedule. In addition to the proposed sale of natural gas hereinbefore 
specifically referred to, it appears from the Commission’s files that Cities Service 
is also engaged in making other sales of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission. 

It further appears that, upon the basis of data available to the Commission, 
the rates, charges, and classifications for or in connection with the sale or 
transportation of natural gas by Cities Service, subject to the jurisdiction of 
the Commission, and the rules, regulations, practices, and contracts relating 
thereto may be unjust, unreasonable, unduly discriminatory, or preferential. 


The Commission finds: 


(1) Cities Service is an independent producer of natural gas and is a 
“natural-gas company” within the meaning of the Natural Gas Act, being 
engaged in the sale and delivery of natural gas in interstate commerce for 
resale for ultimate public consumption. 

(2) It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Commission, upon its own motion, into and concerning all rates, charges, 
or classifications demanded, observed, charged or collected by Cities Service in 
connection with any transportation or sale of natural gas, subject to the juris- 
diction of the Commission, and any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications. 


The Commission orders: 


(A) An investigation of Cities Service is hereby instituted under the pro- 
visions of the Natural Gas Act for the purpose of enabling the Commission to 
determine whether, with respect to any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, made or proposed to be made 
by Cities Service, any of the rates, charges or classifications demanded, observed, 
charged, or collected, or any rules, regulations, practices, or contracts affecting 
such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Cities Service above that any of its rates, charges, classifications, rules, 
regulations, practices, or contracts, subject to the jurisdiction of the Commission, 
are unjust, unreasonable, unduly discriminatory, or preferential, the Commission 
will thereupon determine and fix by order or orders just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be thereafter 
observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, par- 
ticularly Sections 5, 14, 15 and 16 thereof, and the Commission’s Rules of 
Practice and Procedure, a public hearing be held upon a date to be fixed by 
further order of the Commission concerning the matters specified in paragraphs 
(A) and (B) above. 
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(D) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.8 and 1.87 (f)). 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 1975 
ORDER AMENDING LICENSE (MAJOR) 
(Issued June 25, 1957) 


Application was filed June 4, 1956 and later supplemented by Idaho Power 
Company, licensee for major Project No. 1975 (Bliss plant), for amendment of 
its license for the project: (1) to include therein certain exhibits, filed in com- 
pliance with Article 3 of the license, to show the project boundary and area 
as finally established, which exhibits supersede certain exhibits now part of 
the license; and (2) to exclude from the license the telephone line and 12.5- 
kilovolt standby station service line extending from the Bliss plant to a con- 
nection with the licensee’s Swan Falls-Lower Salmon 46-kilovolt line of Project 
No. 282 and telephone system. 

The license for the project was issued October 16, 1953, effective as of March 
1, 1948. 

The licensee requests that elimination of the telephone and service lines from 
the license be made effective as of the date of issuance of an easement for those 
facilities by the Department of the Interior. Such an easement was issued by the 
Department on May 14, 1957, effective as of January 1, 1957. 

The principal effects of the amendment will be to establish the area of lands 
of the United States occupied by the project, exclusive of transmission line 
right-of-way, and the area of lands of the United States occupied by the tele- 
phone and service lines, so that the Commission will be able to prescribe and 
adjust the annual charges for such occupancy which heretofore have not been 
specified in the license. 

An Assistant Secretary of the Interior, in reporting on the application, offered 
no objection to the project boundary as now shown on the exhibits to be included 
in the license. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes of any withdrawal of public lands or reservations 
of the United States and will not alter any of the basic facts upon which the 
license was issued. 

(2) The aforementioned 12.5-kilovolt standby station service line is not a pri- 
mary transmission line and should be excluded from the license for the project 
as hereinafter provided. 

(3) The amount of annual charges to be paid under the license as amended 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands by the project, (190.76 acres) exclusive of those lands 
used for transmission line purposes, and for the use, occupancy, and enjoy- 
ment of its lands by the telephone and service lines (a distance of 0.4 mile with 
right-of-way 20 feet wide), is reasonable as hereinafter fixed and specified. 

(4) The following exhibits filed as part of the application for amendment, 
as supplemented, conform to the Commission’s rules and regulations and should 
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be approved as part of the license for the project and the exhibits described 
as being superseded should be eliminated from the license for the project: 


Exhibit J-1 (FPC No. 1975-32) superseding 

Exhibit J-1 (FPC No. 1975-13) now part of the license ; 
Exhibit K-1 (FPC No. 1975-33) superseding 

Exhibit K-1-A (FPC No. 1975-31) now part of the license ; and 
Exhibit K-1 (FPC Nos. 1975-34 and -35) 


The Commission orders: 


(A) The exhibits specified in finding (4) above as being filed as part of the 
application as supplemented are approved as part of the license for the project 
and the exhibits specified in the same finding as being superseded are eliminated 
from the license for the project. 

(B) The license issued to Idaho Power Company for Project No. 1975 is 
amended to provide for the exclusion from the license, effective as of December 
31, 1956, of the above-mentioned telephone line and 12.5-kilovolt standby station 
service line extending from the Bliss plant to a connection with the licensee’s 
Swan Falls-Lower Salmon 46-kilovolt line of Project No. 282 and public telephone 
system ; and to fix and adjust, effective as of March 1, 1948, the annual charges 
to be paid under the license for the purpose of recompensing the United States 
for the use, occupancy, and enjoyment of its lands; said amendment being: 

Paragraph I. Paragraph A of Article 2 of the license is amended to read as 
follows: 

A. All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Licensee or by the United States; 
the location of such project area and project boundary being more specifically 
shown and described by certain exhibits which formed part of the application 
for license or for amendment thereof and which are designated and described 
as follows: 

Erhibit J-1: (FPC No. 1975-32), Drawing No. E-7154 Revised 3-14-56, re- 
ceived in the office of the Commission on June 4, 1956 ; 

Erhibit J-2: (FPC Nos. 1975-24 and -25), Drawing No. E-7154A in two 
sheets, received in the office of the Commission on July 1, 1949; 

Ecrhibit K-1: (FPC Nos. 1975-33, -34, and -35), Drawing No. E-7155 Revised 
3-14-56 in three sheets, received in the office of the Commission on June 4, 1956; 

Exvhibit K-2: (FPC Nos. 1975-26, -27, -28, and -29), Drawing No. E-7155A in 
four sheets, received in the office of the Commission on July 1, 1949. 

Paragraph II. Paragraph B of Article 2 of the license is revised to exclude 
therefrom the words “a telephone line and 12.5-kilovolt standby station service 
line extending from the Bliss plant to a connection with Licensee’s Swan Falls— 
Lower Salmon 46-kilovolt line of Project No. 282 and public telephone system ;” 

Paragraph III. Paragraphs B and C of Article 30 of the license are amended 
to read as follows: 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of those used for transmission-line right- 
of-way, $381.52; and 

C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used only for transmission-line right-of-way, $820.24 


for each calendar year through December 31, 1956 ; and $819.60 for each calendar 
year thereafter. 
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Paragraph IV. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect and shall not in any way 
constitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


PUGET SOUND POWER AND LIGHT COMPANY, DOCKET NO. E-6753 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued June 25, 1957) 


By order issued June 7, 1957, 17 F. P. C. 797, in the above-entitled matter, 
the Commission authorized Puget Sound Power and Light Company (Applicant) 
to issue and sell through competitive bidding $20,000,000, principal amount of 
First Mortgage Bonds, Series due 1987,’ subject, among others, to the provisions 
as set forth in paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 


not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding requirements 
and Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations; 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

Applicant, on June 25, 1957, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, in which it states that it proposes to 
accept, as representing the lowest annual cost of money to it, the bid of Halsey, 
Stuart & Company, Inc. and Lehman Brothers to purchase the proposed issuance 
of Bonds at the price of 101.559% of principal amount, with an interest rate of 
644% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily compiled with the requirements contained 
in paragraph (B) of the Commission’s order issued June 7, 1957, in the above- 
entitled docket, and under the bid it proposes to accept for the Bonds, the price 
to be received by Applicant therefor and the interest rate thereof are approved 
as reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 


1That order also authorized Applicant to issue $25,000,000, principal amount of short- 
term unsecured Promissory Notes. 
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patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 





The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized subject only to the provisions of paragraphs (A), (C), (D), and (E) 
of the Commission’s order issued June 7, 1957, in the above docket. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6758 
ORDER AUTHORIZING ISSUANCE OF COMMON STOCK 


(Issued June 26, 1957) 





Pacific Power & Light Company (Applicant), incorporated under the laws of 
the State of Maine, and doing business as a qualified foreign corporation in the 
States of Idaho, Montana, Oregon, Washington and Wyoming, with its principal 
place of business in Portland, Oregon, filed an application on May 27, 1957, as 
amended June 4, 6, 17 and 20, 1957, for authorization pursuant to Section 204 of 
the Federal Power Act to issue 376,600 shares of its Common Stock, par value 
$6.50 per share. 

Applicant proposes to offer the additional shares for subscription by its Com- 
mon Stockholders of record as of July 10, 1957 on the basis of one share of the 
proposed issuance for each 10 shares of Applicant’s Common Stock held of 
record with a supplementary subscription privilege if the number of shares held 
of record is not a multiple of 10 or less than 10. Rights to subscribe will be 
evidenced by transferable subscription warrants. In addition, Applicant pro- 
poses to offer any of the proposed additional shares of Common Stock for sale to 
underwriters at the subscription price to Applicant’s Common Stockholders. 
That price will be fixed by Applicant on or about July 8, 1957, and will be ata 
discount of not more than 10% of the bid price of the presently outstanding 
shares of Applicant’s Common Stock on such date or the last preceding trading 
day. 

On or about June 27, 1957, Applicant proposes to invite sealed, written bids for 
the underwriting of the proposed issuance through newspaper publications and 
by distribution of a form of bid, together with a statement of terms and conditions 
relating thereto. All bids, whether from a single bidder or a group of bidders, 
must be from the purchase of all unsubscribed shares and must be accompanied 
by a certified or official bank check or checks in the amount of $200,000. All 
bids must be delivered to Applicant at Room No. 2033, 2 Rector Street, New York, 
New York, before 11:00 a. m. (EDST) on July 10, 1957 unless postponed. In 
addition to the price to be received by Applicant for any unsubscribed shares 
(which price is to be fixed by Applicant) each bid must specify the aggregate 
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amount to be paid by Applicant to the bidder or bidders as compensation for 
their commitments and obligations in connection with the purchase of any un- 
subscribed shares. Unless Applicant shall reject all bids which it reserves the 
privilege to do or shall exclude a bid or bids for reasons specified in the terms 
and conditions relating thereto, it will accept the bid for the purchase of any 
unsubscribed shares of the proposed issuance which results in the lowest aggregate 
amount of compensation to be paid by it. 

The proceeds to be obtained from the additional shares, estimated in the 
amount of $11,000,000, will be used to carry forward Applicant’s current con- 
struction program. Estimated expenditures to be made during 1957 under that 
program total $56,400,000. Major items include the construction of Applicant’s 
204,000 kw Swift No. 1 hydroelectric development in the State of Washington; 
the construction of Applicant’s 100,000 kw steam electric generating station 
near Casper, Wyoming; the construction of a 161,000 kv transmission line from 
Billings, Montana, to the Casper, Wyoming, area; and the installation of a 
third 45,000 kw generating unit at Applicant’s Merwin hydroelectric develop- 
ment in the State of Washington. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Board of Railroad Commissioners of Montana, the Public 
Utilities Commissioner of Oregon, the Public Service Commission of Wash- 
ington, and to the Public Service Commission of Wyoming and to the Governor 
of each of those States. Notice has also been given by publication in the Fed- 
eral Register on June 11, 1957 (22 F. R. 4108-09), stating that any person 
desiring to be heard or to make any protest with reference to the application. 
should file a petition or protest on or before June 20, 1957, with the Federal - 
Power Commission, Washington 25, D. C. No protest or petition or request 
to be heard in opposition to the granting of such application has been received. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of 
the State of Maine. It owns and operates facilities, among others, for (a) the 
transmission and sale at wholesale of electric energy which is transmitted be- 
tween the States of Oregon and Washington and (b) the transmission and 
sale at wholesale of electric energy which is transmitted between the States 
of Montana and Wyoming, all of which is consumed outside of the State in which 
generated, which facilities are in addition to and do not include facilities used 
for the generation of electric energy, facilities used in local distribution or 
only for the transmission of electric energy in intrastate commerce, or facilities 
for the transmission of electric energy consumed wholly by the transmitter and 
Applicant is therefore, a public utility within the meaning of that term as used 
in Section 204 of the Act. 

(2) The proposed issuance of Common Stock, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuance of 
Common Stock is, therefore, not exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuance of Common Stock as hereinafter authorized will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
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the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of 376,600 shares of Common Stock, upon the 
terms and conditions and for the purposes specified in the application, be and 
the same hereby is authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Common Stock at competitive bid- 
ding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Act 
relating to compliance with competitive bidding requirements and Section 34.2 
(k) (4) of the Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegraph as contemplated by Section 34.9 of the Regulations. 

(ii) The Commission, by further order, shall have approved the subscription 
price per share to be received by Applicant for the Common Stock and the con- 
sideration to be paid to underwriters under the proposed arrangement as 
described above. 

(C) This authorization to issue Common Stock for the purposes specified in 
the application shall expire unless the transaction hereby authorized is con- 
Summated within ninety days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 








Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
and Arthur Kline. | 


VIRGINIA ELECTRIC AND POWER COMPANY, DOCKET NO. E-6735 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued June 27, 1957) 


Virginia Electric and Power Company (Virginia Electric), incorporated under 
the laws of the State of Virginia and doing business as a qualified foreign 
corporation in the States of West Virginia and North Carolina, with its principal 
place of business in Richmond, Virginia, filed an application on March 12, 1957, 
as amended June 7, and 25, 1957, for an order, pursuant to Section 208 of the 
Federal Power Act, authorizing it to acquire all of the facilities of Roanoke 
Utilities Company, Incorporated (Roanoke) and to merge or consolidate those 
facilities with the facilities of Virginia Electric subject to the jurisdiction of 
this Commission. Roanoke, incorporated under the laws of the State of North 
Carolina and doing business in that State, maintains its principal place of 
business in Manteo, North Carolina. 
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According to the application, Virginia Electric proposes to acquire all of the 
properties of Roanoke for the purchase price of $200,000, subject to closing 
adjustments.* The properties Virginia Electric proposes to acquire consist of a 
two-unit, 175 kw diesel generating station, together with distribution and gen- 
eral electric utility plant facilities. Roanoke utilizes such facilities for service to 
approximately 800 retail customers on Roanoke Island, l)i:re County, North 
Carolina. 

The application states that Virginia Electric is engaged in the generation, pur- 
chase, transmission, and sale at wholesale and retail of electric energy in an 
area of about 32,000 square miles, which includes northeastern North Carolina, 
east central West Virginia, and the greater part of Virginia. Virginia Electric 
currently supplies the entire energy requirements of Roanoke. Virginia Electric 
owns 8 steam-electric generating stations, 13 hydro-electric generating stations, 
and one diesel-electric generating station. Its electric utility facilities inter- 
eonnect with those of Carolina Power and Light Company operating in North 
Carolina and South Carolina, and Appalachian Electric Power Company operat- 
ing in West Virginia, Virginia, and Tennessee. 

Upon consummation of the transaction here contemplated, Virginia Electric 
states that it will continue to utilize the acquired facilities for the same 
purposes as at present, and will perform all services now rendered by Roanoke. 

The application states that the proposed acquisition and merger of facilities 
will be in the public interest in that (1) Virginia Electric now serves the 
territory adjacent to Roanoke Island at Nags Head, North Carolina, and the 
area nearby; (2) Virginia Electric expects to charge Koanoke’s customers its 
present rates, which are considerably lower than those of Roanoke; and (3) 
Virginia Blectric’s personnel, equipment, and financial resources should result 
in more efficient service and in greater capacity to finance any necessary im- 
provement or extension of service. 

As of December 31, 1956, the cost of Roanoke’s facilities was recorded on 
the books of that company at $83,051. Virginia Electric states that upon acqui- 
sition of these facilities it will have studies made to classify these properties 
in accordance with the Commission’s Uniform System of Accounts. Virginia 
Electric proposes to dispose of any amount properly classifiable in Account 
100.5, Electric Plant Acquisition Adjustments, as a result of the proposed trans- 
action, by amortizing such amount through equal annual charges to Account 
537, Miscellaneous Amortization, with concurrent credits to Account 252, Reserve 
for Amortization of Electric Plant Acquisition Adjustments, over a three-year 
period ending in 1960 at the same time as Virginia Electric completes the 
amortization of the amount which it heretofore classified in Account 100.5, 
Electric Plant Acquisition Adjustments, as a result of its acquisition and merger 
or consolidation of the facilities of the Hydro-Electric Corporation of Virginia.” 
Virginia Electric states that it may accelerate such amortization period. 

Written notice of the application has been given to the State Corporation 
Commission of Virginia, the North Carolina Utilities Commission, and the 
Public Service Commission of West Virginia, and to the Governor of each of 


1 Included among the adjustments are those for the cost of additions to property subse- 
quent to October 31, 1956, and for the amounts of customers’ deposits and accounts 
receivable on the closing date. 

* By order issued July 23, 1952, In the Matter of Virginia Electric and Power Company, 
Docket No. E—6438, the Commission authorized Virginia Electric to purchase all of the 
outstanding capital stock of the Hydro-Electric Corporation of Virginia and to merge or 
consolidate the facilities of that company with its own facilities. 
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those States. Notice was also published in the Federal Register on March 26, 
1957 (22 F. R. 1996), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before April 10, 1957 (a date which was later extended to May 20, 1957), 
with the Federal Power Commission, Washington 25, D. C. No protest or 
petition or request to be heard in opposition to the granting of the application 
has been received. 

The State Corporation Commission of Virginia, the North Carolina Utilities 
Commission, and the Public Service Commission of West Virginia have author- 
ized Virginia Electric to consummate the proposed transaction. 


The Commission finds: 


(1) Virginia Electric is a corporation organized and existing under the laws 
of the State of Virginia. It owns and operates facilities, among others, for 
the transmission and sale at wholesale for resale of electric energy, which is 
transmitted among the States of Virginia, West Virginia, and North Carolina, 
and consumed at points outside the States in which it is generated, all of which 
facilities are in addition to, and do not include, facilities used for the generation 
of electric energy or facilities used in local distribution or only for the trans- 
mission of electric energy in intrastate commerce, or facilities used for the 
transmission of electric energy consumed wholly by the transmitter. Virginia 
Hlectric is, therefore, a public utility within the meaning of that term as used 
in Section 203 of the Federal Power Act. 

(2) By the proposed transaction, as described above, Virginia Electric will 
merge or consolidate its facilities subject to the jurisdiction of the Commission 
with those of Roanoke, another person, within the meaning and subject to the 
requirements of Section 203 of the Act. 


(3) The proposed merger or consolidation by Virginia Electric of its facilities 
with those of Roanoke will be consistent with the public interest for the reasons 
as set forth in the recital above. 


The Commission orders: 


(A) The proposed acquisition and merger or consolidation of the facilities of 
Roanoke with the facilities of Virginia Electric, as described above, be and it 
hereby is authorized and approved upon the terms and conditions and for the 
purposes as set forth in the application, subject to the provisions of this order. 

(B) Virginia Electric shall record the electric facilities acquired from Roanoke 
as provided in the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees and shall dispose of the amount determined to 
be properly classifiable in Account 100.5, Electric Plant Acquisition Adjustments, 
by equal annual charges over a three-year period terminating February 1, 1960, 
to Account 537, Miscellaneous Amortization, with concurrent credits to Account 
252, Reserve for Amortization of Electric Plant Acquisition Adjustments. 

(C) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost or any matter whatsoever which 
may come before this Commission. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


NANTAHALA POWER AND LIGHT COMPANY, DOCKET NO. E-6745 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued June 27, 1957) 


Nantahala Power and Light Company (Nantahala),* incorporated under the 
laws of the State of North Carolina and doing business in that State, with its 
principal place of business in Franklin, North Carolina, filed an application on 
April 19, 1957, as amended June 17, 1957, for an order, pursuant to Section 203 
of the Federal Power Act, authorizing it to acquire and merge or consolidate 
with its own facilities all of the operating facilities of Dillsboro and Sylva 
Electric Light Company (Dillsboro-Sylva), also incorporated under the laws of 
the State of North Carolina and doing business in that State, with its principal 
place of business in Dillsboro, North Carolina. 

According to the application, Dillsboro-Sylva proposes to dispose of all of its 
assets except goodwill, cash, notes receivable and other evidence of indebtedness, 
and stocks and bonds, to Nantahala for the sale price of $389,350,’ subject to 
closing adjustments. 

The facilities Nantahala proposes to acquire consist of (1) a solid concrete 
spillway gravity dam, 12 feet high and 222 feet in length, with a powerhouse 
containing hydroelectric generating equipment having a total rated capacity of 
281.5 kva; (2) a total of approximately 98 miles of 2.3 kv and 12 kv electric 
lines, including transformers, meters, and other associated facilities required 
in providing service to about 2,070 customers; and (3) all other property, such 
as automotive, office and laboratory equipment, work equipment, and land rights 
and rights of way useful in the operation of the Dillsboro-Sylva system. 
Dillsboro-Sylva presently utilizes these facilities for the transfer and sale of 
electric energy in Jackson County, North Carolina, which includes the towns of 
Dillsboro, Sylva, and Webster. Its facilities are interconnected with those of 
Nantahala at Webster, North Carolina. The service area of Nantahala, which 
has been supplying Dillsboro-Sylva with more than 75 per cent of its energy 
requirements, surrounds the service area of Dillsboro-Sylva on three sides. 

The application states that Nantahala is engaged in the generation, trans- 
mission, distribution, and sale of electric energy in six counties in western North 
Carolina. Under a contract dated October 1, 1954, it makes available to its 
parent company, Aluminum Company of America (Aluminum Company), all its 
electric energy output in excess of that needed for its own use and for fulfillment 
of its public service requirements.* Nantahala owns and operates ten hydro- 
electric stations having an aggregate nameplate rating of 99,235 kw that 
produced 323,987,600 kwh during 1956, a large portion of which was made avail- 
able at the point of generation to its parent company. Nantahala owns 66 kv, 
34.5 kv, 12 kv, and 6.6 kv transmission lines in addition to a 161 kv line which 


1A wholly-owned subsidiary of Aluminum Company of America. 

2The assets of Dillsboro-Sylva to be sold for said price consist of its utility plant, 
$376,058 ; materials and supplies, $3,292; and other physical property (land), $10,000. 

* Aluminum Company has contracted with the Tennessee Valley Authority (TVA) for 
delivery to the latter of the major portion of the power generated by its subsidiaries, in- 
cluding that of Nantahala available under the above-mentioned contract. In return, 
Aluminum Company receives from TVA delivery of approximately the same amount of 
power at points which it designates. 
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interconnects its system with that of Tapoco, Inc., another affiliate of Aluminum 
Company. ; 

Upon completion of the transactions here contemplated, Nantahala represents 
that it will continue to use the acquired facilities, along with its other facilities, 
to serve the public in the area now served by Dillsboro-Sylva. 

The application states that the proposed acquisition and merger of facilities 
will be in the public interest in that Dillsboro-Sylva has insufficient generating 
capacity to meet the requirements of the area which it serves and would en- 
counter financial difficulties if it attempted to finance the purchase of additional 
generating facilities. On the other hand, Nantahala by reason of its arrange- 
ment with its parent company has the capacity to render adequate service in 
that area. The application further states that the proposed merger would affect 
only local service in North Carolina, would integrate two systems operating in 
adjacent territories, and would result in more economical and efficient service 
for the area here involved. 

As of December 31, 1956, the electric utility plant of Dillsboro-Sylva was 
recorded on the books of that company at $455,742, with an applicable reserve 
for accrued depreciation in the amount of $194,839, resulting in a depreciated 
book amount of $260,904. According to the application, Nantahala was advised 
that the books of Dillsboro-Sylva were not kept in strict accordance with the 
Uniform System of Accounts prescribed by the Federal Power Commission and 
the North Carolina Utilities Commission, and that the records supporting the 
eabove-stated book cost of Dillsboro-Sylva’s utility plant were incomplete. There- 
upon Nantahala’s engineers made an original cost and depreciation survey of 
Dillsboro-Sylva’s properties which indicated the proper original cost of that 
company’s electric plant, as of December 31, 1956, to be $396,010, with an ap- 
plicable reserve for accrued depreciation of $164,360, resulting in a depreciated 
original cost of $231,650. The application evidences an intention by Nantahala 
to account for the proposed transactions in accordance with the Commission’s 
Uniform System of Accounts. Nantahala’s consideration of $376,058 for Dills- 
boro-Sylva’s utility plant will result in the creation of an acquisition adjustment 
of $144,408, and Nantahala proposes to record this amount in Account 100.5, 
Electric Plant Acquisition Adjustments, and to amortize the amount over a period 
of ten years by charges to Account 537, Miscellaneous Amortization. 

The North Carolina Utilities Commission in an order issued April 1, 1957, 
authorized Nantahala to consummate the proposed transactions in the manner 
described above. 

Written notice of the application has been given to the North Carolina 
Utilities Commission and to the Governor of that State. Notice was also pub- 
lished in the Federal Register on April 30, 1957 (22 F. R. 3054), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before May 16, 1957, with the 
Federal Power Commission, Washington 25, D. C. No protest or petition or 
request to be heard in opposition to the granting of such application has been 
received. 


The Commission finds: 


(1) Nantahala, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued June 30, 
1955, In the Matters of Carolina Aluminum Company, Tapoco, Inc., Nantahala 
Power and Light Company, Docket Nos. E-6625 and E-6626. 

(2) By the proposed transactions, as described above, Nantahala will acquire 
and merge or consolidate its facilities subject to the jurisdiction of the Com- 
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mission with those of Dillsboro-Sylva, another person within the meaning and 
subject to the requirements of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of the facilities of 
Dillsboro-Sylva with its own facilities by Nantahala will be consistent with the 
public interest for the reasons as set forth in the recital above. 

(4) Neither Nantahala nor Aluminum Company, its parent company, is, with 
respect to the proposed acquisition and merger or consolidation of facilities, as 
described above, subject to any requirement of the Public Utility Holding Com- 
pany Act of 1935 or any rule, regulation or order thereunder; and Nantahala, 
therefore, is not exempt from the requirements of Section 203 of the Federal 
Power Act by reason of Section 318 thereof. 


The Commission orders: 


(A) The proposed acquisition and merger or consolidation of the facilities 
of Dillsboro-Sylva with those of its own by Nantahala, as described above, be 
and it hereby is authorized and approved upon the terms and conditions as set 
forth in the application, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which is now pending or may come before this Commission, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 


Before Commissioners : Frederick Stueck, Acting Chairman ; Seaborn L. Digby 
and Arthur Kline. 


SIERRA PACIFIC POWER COMPANY, DOCKET NO. E-6757 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued June 27, 1957) 


Sierra Pacific Power Company (Applicant), a corporation organized under 
the laws of the State of Maine, and qualified to do business as a foreign corpo- 
ration in the States of Nevada and California, with its principal place of business 
in Reno, Nevada, filed an application on May 20, 1957, as amended May 31, and 
June 19, 1957, for authority, pursuant to Section 204 of the Federal Power Act, 
to issue not to exceed $4,000,000, principal amount, of unsecured short-term 
Promissory Notes outstanding at any one time. 

The proposed Notes will be issued to evidence bank loans to Applicant, and 
will bear interest at a rate not in excess of 4th of 1% more than the prime 
rate in effect in New York City at the time of the particular borrowing or 
renewal of any of the proposed Notes. They will be issued from time to time 
for periods not exceeding one year from the date of original issue or renewal 
thereof, as the case may be, and will mature in any event not later than December 
31, 1958. The application indicates that none of the Notes proposed to be 
issued will be resold to the general public, and that no finder’s fee or other 
negotiation fee, commission, or remuneration will be paid in connection there- 
with to any third person. 
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Applicant has filed Certificates of Notification, pursuant to Section 204 (e) 
of the Act, covering certain currently outstanding short-term Promissory Notes 
issued to the Nevada Bank of Commerce and the First National Bank of Nevada 
in the aggregate principal amount of $750,000. Applicant’s request herein to 
issue Notes in the maximum principal amount of $4,000,000 will include any 
notes issued in renewal of the aforementioned Notes issued under Section 
204 (e). 

The proceeds to be obtained from the proposed issuance of Notes will be 
applied (1) as interim financing to carry forward Applicant’s 1957-58 construc- 
tion program, which is estimated to cost a total of $6,127,200, approximately 71 
per cent of which is applicable to electric plant, and (2) for reimbursement of 
Applicant’s treasury for construction expenditures already made. The major 
items in the aforementioned construction program are $1,790,000 for miscel- 
laneous extensions of service to new customers and $1,970,000 for additions to 
transmission and distribution lines and associated facilities. The latter item 
includes the cost of completing Applicant’s 28.4 mile Linehouse-Lovelock trans- 
mission line and appurtenant substation facilities. 

Applicant contemplates, subject to market conditions prevailing at that time, 
the issuance in 1958 of additional Common Stock and Bonds to repay its bank 
loans then outstanding. 

Written notice of the application has been given to the Public Service Commis- 
sion of Nevada and the Public Utilities Commission of California, and to the 
Governor of each of those States. Notice has also been given by publication in 
the Federal Register on June 4, 1957 (22 F. R. 3907), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before June 17, 1957, with the Federal Power 
Commission, Washington 25, D. C. No protest, petition or request to be heard 
in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued March 26, 
1952, In the Matter of Sierra Pacific Power Company, Docket No. E-6412. 

(2) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $4,000,000, all as described above, will constitute an issuance of 
securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $4,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204 (e) from the requirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance is, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of 
the Act. 

(5) The proposed issuance of Promissory Notes will be exempt from the 
competitive bidding requirements of Section 34.la of the Commission’s Regula- 
tions under the Federal Power Act by reason of Paragraph 34.1a (a) (2) 
thereof. 

(6) The proposed issuance of securities, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of Applicant and compatible with 
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the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility, and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $4,000,000 outstanding at any one time, whether an original issue or a 
renewal Note, upon the terms and conditions and for the purposes set forth in 
the application, all as described above, be and the same hereby is authorized, 
subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
notes to be issued pursuant thereto, being not later than December 31, 1958. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter whatsoever 
now pending or which may come before this Commission. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
and Arthur Kline. 


EAST TENNESSEE NATURAL GAS COMPANY, DOCKET NO. G-12126 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 27, 1957) 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation 
with its principal place of business near Knoxville, Tennessee, filed an appli- 
eation on February 28, 1957, as supplemented on March 28, 1957, pursuant to. 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing the construction and operation of a 3300-HP compressor 
station at a point of connection between its system and that of its supplier, 
Tennessee Gas Transmission Company, near Greenbrier, Tennessee, subject to 
the jurisdietion of the Commission, all as more fully represented in the 
application on file with the Commission. 

Due to the falling off of its sales to the Atomic Bnergy Commission and the 
increase in low load factor sales, Applicant’s 22-inch Greenbrier-Oak Ridge line 
is operating at a much lower load factor than it has in the past. Continuation 
of this low load factor operation would increase Applicant’s average system 
cost of gas. In an effort to keep its average cost of gas down, Applicant pro- 
poses to construct and operate the compressor station for the purpose of increas- 
ing the pressure of its 22-inch Greenbrier-Oak Ridge pipeline system during 
non-peak periods, building up line pack for use on peak days. Applicant repre- 
sents that the proposed facilities will thus enable it to reduce its billing demands 
from Tennessee by 9,985 Mcf per month in the calendar year of 1958; 9,468 
Mcf per month in the calendar year of 1959; and 11,035 Mcf per month in the 
calendar year of 1960. On the basis of these reductions in its billing demands, 
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Applicant estimates the following annual savings can be made with the proposed 
compressor station in operation: 








Annual gross | Annual incre- Annual net 
Year of service savings in mental costs savings in 





demand due to pro- demand 

charge posed facilities charge 
ERE ihe 2” Pa SE Irs | $214, 745 | $187, 480 $27, 265 
i ll tl ei eh sma 207, 325 | 183, 666 23, 659 


Pata papiipacantétendaiueionequisacesagedate wnnepbnodel 242, 995 179, 848 63, 147 


Applicant states that its supplier’s (Tennessee Gas Transmission Company) 
main line pressures at the Greenbrier delivery point have decreased from 600 
psig during peak periods in 1955 to 500 psig during peak periods at the present 
time. The proposed compressor station will aid Applicant in meeting its peak 
period requirements. 

The estimated cost of the proposed facilities is $994,835, which is to be paid 
out of cash on hand and from miscellaneous special funds. 

No question of gas supply is involved in this case. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 19, 1957, respecting the matters involved in and the issues presented by 
the application. No objection or protest to the granting of the application has 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 





The Commission finds: 


(1) That Applicant is engaged in the transvortation of natural gas in inter- 
state commerce and the sale of natural gas in interstate commerce for resale 
for ultimate public consumption subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) That the natural gas facilities as hereinbefore described and as more 
fully described in the application which are proposed to be constructed and 
operated by Applicant will be used in or for the transportation, sale and delivery 
of natural gas in interstate commerce as an integral part of Applicant’s existing 
natural gas pipeline system, and are subject, therefore, to the jurisdiction of 
the Commission and the requirements of Subsections (c) and (e) of, Section 7 
of the Natural Gas Act. 

(3) That Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) That the proposed construction and operation by Applicant of the natural 
gas facilities as hereinbefore described and as more fully described in the appli- 
cation, as supplemented, are required by the present public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (ce) (4), and 
(e) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
should attach to the certificates hereinafter issued in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder, and that the time within 





























aid 


on 

by 
has 
ate 
ein 
and 


ter- 
sale 
ion, 
iral 


ore 
and 
ery 
ting 
1 of 


= 


mi 


orm 
Act, 


ural 
opli- 
and 
ered 


and 
and 
dure 


FEDERAL POWER COMMISSION 905 





which construction of facilities authorized by this order shall be completed and 
in actual operation should be fixed at 12 months from the date on which this 
order issues. 

(6) That a request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, and as more fully described in the application, for the trans- 
portation and sale of natural gas in interstate commerce as therein set forth, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (ce) (8), (ce) (4), and (e) of Section 157.20 of the Commission’s General 
Rules and Regulations, including Rules of Practice and Procedure, shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

(C) That the construction of the natural gas facilities herein authorized shall 
be completed and in actual operation by Applicant within 12 months from the 
date of issuance of this order. 





Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


WESTERN MISSOURI GAS COMPANY, INC., DOCKET NO. G-12537 
DECLARATION OF EXEMPTION 


(Issued June 27, 1957) 



















Western Missouri Gas Company (Applicant), filed an application on May 8, 
1957, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of 
natural gas in the State of Missouri ; 

(2) Applicant purchases interstate natural gas from Cities Service Gas Com- 
pany within the State of Missouri; 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Missouri and all of its facilities are located within said State; and 

(4) The Public Service Commission of Missouri has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Western Missouri Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued thereto. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 












































NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-12331 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 


(Issued June 28, 1957) 





Northern Natural Gas Company (Applicant) filed an application on April 2, 
1957, for permission and approval to abandon certain gas facilities pursuant to 
Section 7 (b) of the Natural Gas Act, as hereinafter described subject to the 
jurisdiction of the Commission all as more fully represented in the application. 

Applicant seeks permission and approval to abandon in place approximately 
2.3 miles of 2-inch pipeline and appurtenant facilities, extending from its 4-inch 
Meade branch line to the Cudahy silica mine of the Purex Corporation, located 
in Meade County, Kansas. 

The application states that operations at the mine have been discontinued and 
there is no longer any need for natural gas. The application further states that 
the above described facilities are of no further use to Applicant, because they 
are so badly deteriorated that removing and reconditioning them would not 
be economically feasible. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 18, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Applicant, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of April 14, 1943, 
in Docket No. G—280. 

(2) The facilities to be abandoned, as heretofore described, are subject to 
the jurisdiction of the Commission, and abandonment of such facilities by 
Applicant is subject to the requirements of Subsection (b) of Section 7 of the 
Natural Gas Act. 

(3) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (ce) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) Permission and approval to abandon facilities by Applicant, as hereto- 
fore described, all as more fully described in the application herein, be and the 
same is hereby granted. 


(B) Applicant shall report to the Commission the date of the abandonment of 
the facilities, within 10 days of the date of such abandonment. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G—12430 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 28, 1957) 


On April 16, 1957, and April 18, 1957, New York State Natural Gas Corporation 
(Applicant) filed and supplemented, respectively, an application for a certificate 
of public convenience and necessity pursuant to Section 7 (c) of the Natural 
Gas Act to construct and operate an additional measuring and regulating station 
on its existing parallel transmission lines, which run north from the Penn- 
sylvania-New York State line, supplying the Albany, Utica, Syracuse areas of 
New York State, in order to furnish gas to Niagara Mohawk Power Corporation, 
an existing customer, for resale in the Village of Tully and the Towns of Otisco 
and Tully, New York. These communities are presently without gas service, 
Niagara Mohawk will construct the necessary connecting line extending from 
the proposed meter and regulator station through the Town of Otisco and 
terminating in the Village of Tully, all as more fully represented in its 
Application. 

The estimated cost of the proposed meter and regulator station is $12,000, 
which will be financed out of current working funds. 

The facilities which Niagara Mohawk will construct are estimated to cost 
$323,000 with an additional expenditure of $7,000 in the third year. Niagara 
Mohawk has applied for and received the necessary authorizations from the 
New York State Public Service Commission to serve these communities and has 
received franchises from the Towns of Otisco and Tully and the Village of Tully. 

Niagara Mohawk estimates the additional requirements to be served through 


Applicant’s proposed new delivery point for the aforenamed communities as 
follows: 


Estimated requirements 
(volumes in Mef) 


The proposed service should have no appreciable effect on Applicant’s avail- 
able gas supplies. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 24, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 
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The Commission finds: 


(1) Applicant, New York State Natural Gas Corporation is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 27, 1942, in Docket No. G-312 (3 F. P. C. 
$44). 

(2) The construction and operation for which certificate authorization is 
sought will be made in interstate commerce and said facilities hereinbefore de- 
scribed are proposed to be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as an inte- 
gral part of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (8), (4), and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(4) above, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 8 months from the date on which this order issues. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice'and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully set forth in the application in this proceeding 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (3), (4), and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation, as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules, is hereby fixed at 8 
months from the date on which this order issues. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby 
and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 135 
ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL CHARGES 
(Issued June 28, 1957) 


Portland General Electric Company, licensee for major Project No. 135, 
located on Clackamas River in Clackamas County, Oregon, and affecting lands 
of the United States partly within the Mt. Hood National Forest, pursuant to 
Article 24 of the license for the project, on April 4, 1957, filed for Commission 
approval and inclusion in the license for the project revised Exhibit K maps 
showing the project area and boundary for the Frog Lake and Timothy Meadows 
Reservoirs of the project. 

On the basis of the exhibits it has been determined that the reservoirs are 
located entirely upon lands of the United States within the Mt. Hood National 
Forest and occupy 1,650.55 acres (Frog Lake Reservoir, 42.60 acres; Timothy 
Meadows Reservoir, 1,607.95 acres). 

The effect of approving the exhibits, among others, will be to adjust the annual 
charge to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of the lands occupied by said 
reservoirs, which reservoirs were included in the license for the project by the 
Commission’s order issued August 5, 1953, further amending the license for the 
project effective as of June 1, 1953. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mt. Hood National Forest, has informed the Commission 
that the licensee submitted copies of the exhibits to the Regional Forester at 
Portland, Oregon, for review and of Forest Service concurrence with the 
boundary for the project shown on the exhibits. 


The Commission finds: 


(1) The following exhibits conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project: 

Revised Exhibit K-1—A: (FPC No. 135-89) showing Project Area and Boundary 
of Frog Lake Reservoir; 

Revised Exhibit K-1-B: (FPC No. 135-90) showing Project Area and Boundary 
of Timothy Meadows Reservoir ; 

Revised Exhibit K-2-B: (FPC No. 135-91) showing Project Area and Boundary 
of Timothy Meadows Reservoir; and 

Revised Erhibit K-3-B: (FPC No. 135-92) showing Project Area and Boundary 
of Timothy Meadows Reservoir. 

(2) In computing the annual charge to be paid under Article 17 of the 
license for the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, an adjustment should be made in the land ratio to 
reflect the change in area of lands of the United States occupied, and a charge so 
computed is reasonable. 

The Commission orders: 

(A) The above-described exhibits are approved as part of the license for the 
project. 

(B) Effective as of June 1, 1955, the annual charge paid by the licensee under 
Article i7 of the license for the project for the purpose of recompensing the 
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United States for the use, occupancy, and enjoyment of its lands shall be adjusted 
to reflect the change in area of lands of the United States occupied. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Fed- 
eral Power Act, and failure to file such an application shall constitute acceptance 
of this order. In acknowledgment of the acceptance of this order, it shall be 
signed for the Licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 





APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY WITH DISPOSITION DATE IN 1956 NOT PREVIOUSLY 
REPORTED, SERVICE BEGINNING PRIOR TO JUNE 7, 1954! 


PRODUCER#, DOCKET NO. G-, DISPO- DISs- 
AND PURCHASER# FIELD NAME COUNTY SITION | POSI- 
DATE | TION? 


J. 8. Abercrombie: 
7436 Lone Star Gas Co 
Burnett & Cornelius: 
6737. Phillips Petroleum Co... 
Champlin Refining Co.: 
10344 Consolidated Gas Utili- 
ties Corp. 
Columbian Fuel Corp.: 
9212 Cities Service Gas Co...| Guymon Hugoton... 
Federal Drilling Corp.: 
6741 Phillips Petroleum Co...| West Panhandle.... 
Fullerton Oil & Gas Co.: 
7431 Montana Dakota Utili- | Little Buffalo 
ties Co. 
E. L. Green, Jr.: 
5283 Phillips Petroleum Co... 
The Humphrey Brick & Tile Co.: 
6498 Jefferson County Gas 
Co. 
Hunt Oil Co.: 
7736 Lone Star Gas Co 
Agnes Mihlbauer: 
6953 Consumers Gas Utility 
Ca. 
Monterey Oil Co.: 
4272 Sunray Mideontinent 
Oil Co. 
Edward Pace: 
6555 Stanolind Oil & Gas Co. 
Pan American Petroleum Corp.: 
4686 United Gas Pipe Line 
Co. 
4687 Texas Northern Gas 
Corp. 
United Gas Pipe Line 
Co. 
United Gas Pipe Line 
Co 


4762 Texas Northern Gas 
Corp. 
5714 Arkansas Louisiana Gas 
Co. 
Pan American Production Co.: 
6984 Scurry Natural Gasoline 
Corp, 
Phillips: Petroleum Co.: 
3449 Skelly Oil Co 
B. M. Tyree Pickens: 
5197 Ohio Fuel Gas Co 
Scurry Natural Gasoline Corp.: 
7435 Lone Star Gas Co 
Shell Oil Co.: 
5093 Consolidated Gas Utili- 
B ities Corp. 
South, Texas. Corp. et al.: 


mission Co. 
See footnotes at end of table, p. 949. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# FIELD NAME COUNTY 


Gordon P. Street: 
3234 Texas Natural Gasoline | Spraberry 
Corp. 
Sunray Midcontinent Oil Co.: 
2977 United Gas Pipeline Co.| Henderson 
The Superior Oil Co.: 
6154 Arkansas Louisiana Gas | Dorcheat Macedo- -- 
Co. 
M. H. Thomason: 
4639 Stanolind Oil & Gas.Co_| Levelland 
Tidewater Associated Oil Co.: 
6995 Texas Eastern Trans-'| Hico Knowles... 
mission Corp. 


DISPO- 
SITION 
DATE 





See footnotes at end of table, p. 949. 


DIs- 
POSI- 
TION 2 





APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY WITH DISPOSITION DATE IN 1956 NOT PREVI- 
OUSLY REPORTED, SERVICE BEGINNING SUBSEQUENT TO JUNE 7, 1954! 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Big Chief Drilling Co.: 


9230 Phillips Petroleum Co-.-- 


R. L. Calhoun: 


7560 United Gas Pipeline Co. 


Coastal States Gas Production 
Co.: 
10618 Trunkline Gas Co 
Carl Heckert Gas Co.: 
12617 Hope Natural Gas Co-. 
George Jackson: 
11416 Carnegie Natural Gas 
Co. 
Jones O’Brien, Inc., et al.: 
7755 Tennessee Gas Trans- 
mission Co. 
Midcontinent Petroleum Co.: 
4281 Natural Gas Pipeline 
Co. of America. 
Arnold O, Morgan: 
8590 Tennessee Gas Trans- 
mission Co. 
Musgrove Petroleum Co. et al.: 
10412 Cities Service Gas Co 
Pan American Production Co.: 
9893 Transcontinental Gas 
Pipeline Corp. 
Carter Oil Co.: 
12026 Panhandle Eastern Pipe- 
line Co, 
Producing Properties, Inc.: 
9825 Texas Gas Corp 
Pricey Sampson Oil & Gas Co.: 


12520 Hope Natural Gas Co- -. 


Shell Oil Co.: 


10674 Phillips Petroleum Co-_. 
10675 Phillips Petroleum Co... 


Warren Petroleum Corp.: 


11898 Phillips Petroleum Co... 


White Eagle Oil Co. et al.: 
12349 Colorado Interstate Gas 
Co. 


FIELD NAME 


Panhandle 


Pistol Ridge - - 


San Salvador 
DeKalb District __. 


Southwest District-. 
Lansing. 

West Panhandle _. 
Morgan. 


Rhodes -.- 


South Thornwell.. 
Prewitt Unit 


Marrs McLean - -.-- 


Washington Dis- 
trict. 


I i iciiwicnitcs 
Fuh Man Mascho- - 


East Panhandle... --. 


Adams Ranch. - ..-- 


See footnotes at end of table, p. 949. 





* COUNTY 


Hutchinson - - - 


Forrest 


Hidalgo 
Gilmer... 


Doddridge 


Panola 


San Patricio 


Barber 


Jefferson Davis* 


Beaver 


Jefferson - - .- 


Calhoun. ... 


Andrews. . 


Andrews... -__-.- 


Gray...... 


icc nencnne 





DISPO- DIS- 
SITION | POSI- 
TION 3 








APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUBLIC 
CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD JAN, 1 
THROUGH JUNE 30, 1957, SERVICE BEGINNING PRIOR TO JUNE 7, 1954! 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


H. 8. Adams et al.: 
2884 Hope Natural Gas Co... 
C, W. Alexander: 
6932 United Gas Pipeline Co. 
Nathan Appleman Co., et al.: 
4367 Kansas Nebraska Natu- 
ral Gas Co. 
Kansas Nebraska Natu- 
ral Gas Co. 
Kansas Nebraska Natu- 
ral Gas Co. 
Kansas Nebraska Natu- 
ral Gas Co. 
Colorado Interstate Gas 
Co. 
4375 Cities Service Gas Co... 
Associated Oil & Gas Co.: 
4229 Trunkline Gas Co 
T. D. Bailey et al.: 
7452 Cities Service Gas Prod- 
uts Co. 
Bates & Cornell et al.: 
3920 United Gas Pipeline Co-. 
Bay Royalty Co.: 
7781 Cities Service Gas Co-.. 
Bell Oil & Gas Co.: 
8062 Tennessee Production 
Co. 
T. E. Bickel Estate: 
S11 South Penn 
Gas Co. 
Blackwell Oil & Gas Co.: 
3267 Cimmaron Gas Co-_....-. 
J. E, Blant: 
8081 Columbian Carbon Co-. 
J. R. Buller: 
8085 Texas Gas Transmission 
Corp. 
R, C, Burnett et al.: 
7420 Lone Star Gas Co 
E. W. Campbell et al.: 
3127. Northern Natural Gas 
Co. 
Carper Drilling Co., Inc.: 
3568 Skelly Oil Co 
The Carter Oil Co.: 
4990 Consolidated Gas Utili- 
ties Corp. 
10322 P. 8. Pipeline Co 
Raymond L. Christman: 
3564 New York State Natu- 
ral Gas Corp. 
Columbian Fuel Corp.: 
7018 Hugoton Plains Gas & 
Oil Co. 
Connally Oil & Gas Co.: 
6732 Godfrey L. Cabot, Inc... 


4368 
4369 
4370 


4374 


Natural 


FIELD NAME COUNTY 


Lee District 

Hub Pistol Ridge... 
Hugoton 

Hugoton 


Hugoton Finney.....- 


Hugoton 
Cage Ranch 


Guymon Hugoton - - 


Jennings 


Panhandle 


Halisville 


Hugoton 


Eunice Monument.. 
Chickasha 


Greenough Pool... -.- Beaver...... 


Benelette Township. 


a cassie 


See footnotes at end of table, p. 949. 
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PRODUCER LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO, G-, 
AND PURCHASER# FIELD NAME 


Continental Oil Co.: 
5888 Phillips Petroleum Co...| Eunice Pool 
Crow Drilling Co., Inc.: 
7448 Arkansas Louisiana Gas | Greenwood 
Co. 
H. E. Davisson: 
8067 Equitable Gas Co Centerville District. 
Charles N. de Vegvar et al.: 
2579 Arkansas Louisiana Gas | Longwood 
Co. 
Deep Rock Oil Corp. et al.: 
6126 Texas Eastern Trans- | North Ameckeville. 
mission Corp. 
Delaney Gas Co.: 
6722 United Fuel Gas Co Poca District | a. 
Dome Oil & Gas Co.: 
8039 Equitable Gas Co Clay District W. Va 
Dunn & Kimberlin: 
7466 Panhandle Eastern Pipe- | Texas Panhandle....| Tex_.....- 
line Co. 
Durham Gas Co.: 
6718 United Fuel Gas Co. W. Va.... 
Eason Oil Co.: 
3746 Lone Star Gas Co Okla......| Stephens 
3748 Lone Star Gas Co Okla..-.- Stephens 
3749 Lone Star Gas Co i Okla.._....| Garvin 
Orville Eberly, Jr.: 
7693 Cumberland Allegheny Md 
Gas Co. 
W. M, Emanuel: 
3995 Texas Illinois Natural 
Gas Pipeline Co. 
August Erickson et al.: 
4122 Arkansas Louisiana Gas 
Co, 
Willard H. Erwin, Jr.: 
6733 United Fuel Gas Co ° ....| Kanawha...... 
Fain & McGaha: 
2843 Lone Star Gas Co I Wheeler 
Fairman Drilling Co.: 
8405 New York State Natural 
Gas Corp. 
8. J. Felsonthal et al.: 
3177 Arkansas Louisiana Gas | Willow Springs 
Co. 
3274 Arkansas Louisiana Gas | Willow Springs 
Co. 
G. B, Francis Lease: 
6485 Godfrey L. Cabot, Inc...| Sherman District_ -- 
Gem Oil Co.: 
8065 Texas Illinois Natural | Fairbanks 
Gas Pipeline Co. 
General American Oil Co. of 
Texas: 
3895 United Gas Pipeline Co.| Haynesville 


See footnotes at end of table, p. 949. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


General Crude Oil Co.: 
3658 Tennessee Gas Trans- 
mission Co. 
716 Trunkline Gas Co-..._.-- 
Gilbraltar Oil Co.: 
8332 El Paso Natural Gas Co 
E. 8. Goodwin et al. (2): 
8098 Cumberland Allegheny 
Gas Co. 
Michel T. Halbouty et al.: 
3903 Shell Oil Co..........- 
Wallace Harrison: 
3584 Arkansas Louisiana Gas 
Co. 
Arthur Harvey et al.: 
BD MIs a icc pnicilnieoeciihe 
2835 Texas Gas Products 
Corp. 
Hays Oil & Gas Co., Inc.: 
5965 Hamilton Gas Corp 
Heizer Gas Co.: 
3055 Godfrey L. Cabot, Inc... 
M., E. C. Hempbill: 
8157 Equitable Gas Co_---.--- 
Asa L. Henson: 
9244 Northern Natural Gas 
Co. 
Hill & Broadwater: 
8093 Carnegie 
Co. 
Ed Hollyfield et al.: 

3670 United Gas Pipeline Co 
Holmes Drilling Co. et al.: 
4062 Texas Eastern 

mission Corp. 
Hope Producing Co.: 
4557 Arkansas Louisiana Gas 
Co. 
Huddleston Gas Co.: 


Natural Gas 


Trans- 





6728 United Fuel Gas Co-..-. 
Johnson Gas Co.: 
6729 Godfrey L. Cabot, Inc... 
James C. Joyner: 
3919 United Gas Pipeline Co- 
Asa Kelly Lease: 
3161 Godfrey L. Cabot, Inc... 
Kentucky Ohio Gas Co.: 
3324 Southeastern Gas Co. --- 
Kenwood Oil Co.: 
7752 Permian Basin Pipeline 
Co. 
Knox Oil Co.: 
6616 Montana Dakota Utili- 
ties Co. 
Ko-Ler Oil Co.: 
9791 Lone Star Gas Co....... 


See footnotes at end of table, p. 949. 


PRODUCER LIST 


FIELD NAME 


East Holmwood.-._..- 
Nona Mills... ..---- 
Blanco W. Edmond. 


Otter District ___...- 


Englehart. 


Lansing - 


Spraberry Trend _-_-. 
Spraberry Trend... 





Henry District 
Pocatalico..........- 
Flemington. - 


Guymon Hugoton -- 


Five Forks_, 


Lisbon 


Jennie Belle. 





Ada....... wail 


Cabin Creek -_-.-.-- 
| ee 
Cotton Valley ......- 
Leading Creek __-.-..-. 
Saltlick Creek __- 


BRumont............. 


Elk Basin..;........ 


Ketie....... 


GRANDFATHER CERTIFICATES—Continued 


STATE 


W. Va..«. 


W. Va... 


Okla 


W. V6.2 





..-| Park. 


COUNTY 


Calcasieu _-. -_- 
A 
Pottawatomie*_. 


Braxton. 


Colorado-. 


Harrison. 


Midland _. 
Glasscock _ .....- 


Clay-. 
Putnam. 
ROUND i cedeon 


Tex 


Ritchie 


Claiborne 


De Witt 


Webster........- 
Calhoun. 


Elliott®.._.-- 


DISPO- 
SITION 


DATE 


TION ? 












DIS- 
POSI- 





3 29 57 | Iss. 
2 21 57 | Iss. 
6 27 57 | Iss. 
2 21 57 | Iss. 
2 21 57 | Iss. 
3 257 | Wtd. 
6 19 57 | Wtd. 
6 19 57 | Wtd. 
4 5 57 | Iss 
2 21 57 | Iss. 
2 21 57 | Iss. 
4 6 57 | Wtd. 
2 21 57 | Iss 
5 13 57 | Iss. 
2 21 57 | Iss. 
5 14 57 | Iss. 
4 8 57 | Iss. 
5 20 57 | Iss. 
2 23 57 | Wtd. 
5 20 57 | Iss. 
3 18 57 | Iss. 
3 18 57 | Iss, 
3 8 57 | Rej. 
2 21 57 | Iss. 


PRODUCER 


LIST 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


R. Lacy, Inc., et al.: 
4813 Arkansas Louisiana Gas 
Co. 
Lecuno Oil Co. et al.: 
2933 Mississippi River Fuel 
Corp. 
Litton Gas Co.: 
6731 Equitable Gas Co 
Lockhart Oil Co. of Texas: 
4600 Tennessee Gas Trans- 
mission Co. 
W. L. Pete and J. P. Lomax: 
4056 Butler, J.R 
Low Gap Gas Co.: 
8063 Tennessee 
Co. 
Lucky Gas Co.: 
8061 Tennessee 
Co. 
Lynn Drilling Co.: 
3151 Texas Natural Gasoline 
Corp. 
Lynn Gas Co.: 
6734 United Fuel Gas Co 
C. H. Lyons, Jr., et al.: | 
3863 Texas Gas Transmission | 
Corp. 
McCall Drilling Co., Inc.: 
7968 Equitable Gas Co_-. 
7969 Equitable Gas Co 
E. McLain: 
7675 El Paso Natural Gas Co- 
L. McMahon, Inc.: 
3747 Lone Star Gas Co 
Mabee Petroleum Corp.: 
10063 Phillips Petroleum Co... 
Magnolia Petroleum Co.: 
11865 Kansas Nebraska Natu- | 
ral Gas Co. 
Maire Gas Co.: 
6727 United Fuel Gas Co-_-_-_--. 
M. H. Marr: 
10622 Texas Eastern Trans- 
mission Corp. 
Marrowbone Gas Co.: 
3992 United Fuel Gas Co 
Mar Tex Oil & Gas Co. et al.: 
4943 Louisiana Natural Gas 
Corp. 
Mesquite Oil & Gas Co.: 
7098 Lone Star Gas Co 
A. M. Metz: 
8151 Consumers Gas Utility 
Co. 
Midstates Oil Corp.: 
3545 Cities Service Gas Co... 


Production 


Production 





A. 


Cc. 








| 
FIELD NAME STATE | COUNTY 


Waskom 


Waskom Woodlawn. 


Union Murphy. - -- 


Oceanic. 


Union District 


Union District 


Big Mineral Creek_. 


Unnamed 


Carthage-..._.- 


DeKalb District ____| 
| Skin Creek District -| 


Marrowbone Creek. 


Mallard Bay 


Kelly Snyder 


Grant District 


S.W. Pleasant 
Valley. 


See footnotes at end of table, p. 949. 


eee 





-| San Juan........ 


Stephens 





DISPO- 
SITION 
DATE 


Ritchie.......... 


Nubaes”.....<...-: 


Rs dactccinnnans 


Ritchie 


Grayson 


Wayne_. 


Gilmer 


Gaines* 


Barton 


Kanawha... -_-..- 


Claiborne .. 





Mingo. -.-- 


Cameron..._._- 


ee 


Ritchie _. 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# FIELD NAME 


J. B. Mitchell et al.: 
4349 Tennessee Gas Trans- 
mission Co. 
Monsanto Chemical Co.: 
6036 El Paso Natural Gas Co 
6037 Tennessee Gas Trans- 
mission Co. 
Texas Eastern Trans- 
mission Corp. 
Texas Eastern Trans- 
mission Corp. 
Texas Eastern Trans- 
mission Corp. 
Mississippi River Fuel 
Corp. 
Mississippi River Fuel 
Corp. 
6043 Texas Eastern Trans- 
mission Corp. 
Joseph 8. Morris et al.: 
6579 United Gas Pipeline Co. 
Moss Gas Co.: 
6730 United Fuel Gas Co 
Mountain Gas Co.: 
8041 Tennessee Production 
Co, 
Murphy Corp.: 
4704 Texas Eastern Trans- 
mission Corp. 
Murphy Oil Co. of Oklahoma, 
Inc.: 
7480 Lone Star Gas Co 
Natural Gasoline Corp.: 
3796 Arkansas Louisiana Gas 
Co. 
V. F. Neuhaus et al.: 
5293 Sun Oil Co 
New Ulm Corp.: 
3033 Tennessee Gas Trans- 
mission Co. 
Newman Bros. Drilling Co. et al.: 
2688 Tennessee Gas Trans- 
mission Co. 
Nicklos Oi] & Gas Co. et al.: 
2934 Texas Natural Gasoline 
Corp. 
Noble & Baker: 
3994 Texas Illinois Natural 
Gas Pipeline Co. 
O’Donnell Chinn Oles et al.: 
4634 Texas Gas Products 
Corp. 
R. K. Ogden et al. Lease: 
8071 South Penn Natural Gas 
Co. 
Pan American Petroleum Corp.: 
4619 Texas Gas Transmission 
Corp. 
7526 El Paso Natural Gas Co.| Blanco Mesa Verde. 


See footnotes at end of table, p. 949. 





PRODUCER LIST 919 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPO- DIs- 
AND PURCHASER# FIELD NAME COUNTY SITION | POSI- 
TION 2 


Pan American Production Co.: 
6981 Texas Natural Gasoline 
Corp. 
6982 Reef Fields Gasoline 
Corp. 
6983 Reef Fields Gasoline 
Corp. 
6985 The Nueces Corp 
6986 The Nueces Corp. ....-- Agua Dulce 
6987 Reef Fields Gasoline | East Verlmoor 
Corp. 
6988 Phillips Petroleum Co__.| Goldsmith 
Panhandle Oil Corp.: 
7902 Phillips Petroleum Co...| East Panhandle_...- 
C. L. Pardo et al.: 
6704 Texas Eastern Transmis-| Singleton 
sion Corp. 
B. W. Payne: 
7306 Mississippi River Fuel | L. Watkins Survey. 
Corp. 
7307 Mississippi River Fuel | L. Watkins Survey. 
Corp. 
Phillips Drilling Corp.: 
6612 Transcontinental Gas | La Gloria 
Pipeline Corp. 
R. P. Phillips: 
6497 United Gas Pipe Line 
Co. 
Physicians Oi] & Gas Co.: 
8068 Godfrey L. Cabot, Inc... 
H. J. Porter: 
6677 Tennessee Gas Trans- 
mission Co. 
Provident Investment Co.: 
8072 Transcontinental Gas 
Pipeline Corp. 
B, H. Putnam: 
6882 Ohio Fuel Gas Co 
Rancho Oil Co.: 
8044 Texas Illinois Natural 
Gas Pipeline Co. 
Elge Rasberry et al.: 
3654 Louisiana Natural Gas 
Corp. 
Ravencliffs Development Co.: 
6511 Amere Gas Utilities Co. 
Renwar Oil Corp.: 
3626 Tennessee Gas Trans- 
mission Co. 
3627 The Nueces Corp 
3628 The Nueces Corp 
3665 Arkansas Louisiana Gas 
Co. 
3666 United Gas Pipeline Co. 
Rex Oil & Gas Co.: 
4766 Elk Refining Co Big Sandy District. 
Rich Oil & Gas Co.: 
6032 Equitable Gas Co Ritchie County 


See footnotes at end of table, p. 949. 
506455—59—_61 
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GRANDFATHER CERTIFICATES—Continued 





PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Richards & Hartman Oil & Gas 
Co.: 
8100 Tennessee Production 
Co. 
8154 Hanlon Oil Co___-....-- 
Richards Oil & Gas Co.: 
8051 Tennessee Production 
Co. 
Clarence Riley: 
6492 Ohio Fuel Gas Co-_.____-. 
Rock Camp Oil & Gas Co.: 
8050 Tennessee Production 
Co. 
Louis J. Roussel: 
4184 Texas Northern Gas 
Corp. 
Rowan Oil Co. et al.: 
3241 Texas Gas Products 
Corp. 
3243 Skelly Oi] Co -.___..._-- 
Ruffner Gas Co.: 
6724 United Fuel Gas Co----- 
Schermerhorn Oil Corp.: 
7753 Permian Basin Pipe 
Line Co, 
H. E. Schwartz et al.: 
7735 Phillips Petroleum Co-- 
Scott Williams Gas Co. (2): 
10556 South Penn Natural Gas 
Co. 
Neil J. Sharp et al.: 
4414 Pennsylvania Gas Co-__ 
John F. Shaw et al.: 
4929 New York State Natural 
Gas Corp. 
Shell Oil Co.: 
5082 Phillips Petroleum Co-_- 
Sam Sklar et al.: 
4170 Arkansas Louisiana Gas 
Co. 
6084 United Gas Pipeline Co. 
Slick Moorman Oil Co.: 
6093 Texas Eastern Transmis- 
sion Corp. 
Sohio Petroleum Co.: 
5929 Transcontineniul Gas 
Pipeline Corp. 
Southland Royalty Co.: 
10235 Texas Gas Products 
Corp. 
Springton Gas Co.: 
10557 South Penn Natural Gas 
Co. 
N. A. Spurlock: 
8135 United Fuel Gas Co-_-_-. 
Staley Oil Co.: 
3990 Not reported_._........- 
Stanolind Oil & Gas Co.: 
10906 Magnolia Petroleum Co. 


See footnotes at end of table, p. 949. 


PRODUCER LIST 

















DISPO- DIS- 
FIELD NAME STATE SITION | POsI- 
DATE | TION? 
Grant District......| W. Va--.-.. 2 21 57 | Iss. 
Clay District_......- ane 2 21 57 | Iss. 
Union District __.... Wa Vebvcon 2 21 57 | Iss. 
Sutton Township_..| Ohio-___-- 2 21 57 | Iss. 
Union District......; W. Va_-.-- 2 21 57 | Iss. 
South Bayou Mallet_| La--_--..-- 3 6 57 | Rej. 
Spraberry Trend....| Tex_-- 5 9 57] Rej. 
a itecidhitiennninaiis ep ieiwiieaiton 5 9 57] Rej. 
Elm District_____._- W. Va 4 8 57 | Iss. 
aS N. Mex.*. 3 18 57 | Iss. 
East Panhandle.._._| Tex_.....- 3 19 57 | Iss 
DeKalb.-_-.._.--.--- W. Va 4 22 57 | Iss 
Cherry Grove_-___.-- Pitiedcnes 2 21 57 | Iss. 
Benesette........... ee 2 21 57 | Iss. 
Spraberry Trend....| Tex....--- Reagan.........| 5 24 57 | Iss. 
South Hallsville__._. ie nanan Wi inincccncsdl Sat ee 
Cartings............ Wecacce 3 18 57 | Wtd. 
Psa eescacen coins 4 4 57) Wtd. 
Washington_____.... a St. Landry*.....| 4 16 57 | Dis. 
Spraberry -- aaa naan 3 28 57 | Wtd. 
WD. ns ho ene » i 4 22 57 | Iss. 
BR oie cincionn can We Vanes 2 21 57 | Iss. 
East Texas.........- We anew 2 23 57 | Wtd. 
TNR inntn cngien Kans.. 4 22 57 | Iss. 


PRODUCER LIST 921 


GRANDFATHER CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPO- DIs- 
AND PURCHASER# FIELD NAME COUNTY SITION | POSI- 
DATE TION ? 


Starkey Farm Gas Co.: 
8040 Tennessee Production | Union District A ...-| Ritchie... 
Co. 
State Gas Co., Inc.: 
3950 Consolidated Gas Utili- | Vernon Pool........| Okla_.....| 
ties Corp. 
W. E. Steelman: 
9377 Lone Star Gas Co_-...... Northeast Roady-....) Okla- 
Steer Creek Oil & Gas Co.: 
6720 Godfrey L. Cabot, Inc...| Center District.....| W. Va....| Gilmer 
Austin E. Stewart et al.: 
4176 Arkansas Louisiana Gas | Sibley La........| Webster........ 
Co. | 
M. Summons et al. Lease: 
8069 South Penn Natural Gas | Geary District .-| Roane. 
Co. 
Twin Fork Gas Co.: 
8043 Tennessee Production | Union District W. Va..-..| Ritchie 
Co. 
Union Gas Co. 
8095 Tennessee Production | Union District -| Ritchie 
Co. 
Union Sulphur & Oil Corp.: 
3635 Louisiana Natural Gas | Welch Jefferson 
Corp. 
3636 Texas Gas Transmission | South Bayou Mal- eaeeoae Acotiie®... cs0is- 
Corp. let. 
3638 Louisiana Natural Gas | Mallard Bay adel Cameron 
Corp. 
U.S. Smelting, Refining & Min- 
ing Co.: 
10362 El] Paso Natural Gas Co. J aa La Plata 
Universal Gasoline Co.: 
6668 Lone Star Gas Co | 7 ‘ ‘ Stephens*_- 
J. 8. Wade Lease: 
726 Godfrey L. Cabot, Inc--. y. Va....| Calhoun. 
Warren Petroleum Corp.: 
4149 United Gas Pipeline | Blanconias____------ | Bee__. 
Co. 
Wichita River Oil Corp.: 
8076 Lone Star Gas Co Doyle te Stephens - 
O. A, Williams: 
9586 Permian Basin Pipe- | Big Huff Creek 
line Co. 
Wilmoth Gas Co.: 
2883 Godfrey L. Cabot, Inc...| Sherman District...| W. Va. Calhoun.-...---} 
Wilson Exploration Co.: 
6705 Warren Petroleum Corp | 8.W. Antioch 5 Garvin__- 
et al. 
Wilson Gas Co.: 
6723 United Fuel Gas Co....| Appalachian........| W. Va_....| Wayne--. 
F. E. Windom: 
8104 Consumers Gas Utility | Grant District aw Ritehie__ 
Co. | 
John H. Wynne: 
2799 El Paso Natural Gas Co- N. } .--| San Juan_...--- 

















See footnotes at end of table, p. 949. 





APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUB- 
LIC CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD 
JAN. 1 THROUGH JUNE 30, 1957, SERVICE BEGINNING SUBSEQUENT TO JUNE 7, 1954! 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# FIELD NAME 


J. 8. Abercrombie: 
10927 Texas Illinois Natural | Milton 
Gas Pipeline Co. 
E. H. Adair Oi] Co.: 
10154 Cities Service Gas Co...| Hardtner Poo) 
W. M. Agey: 
11128 Kerr McGee Oil Indus- | Unnamed 
tries. 
Agosco Minerals Corp.: 
10327 United Gas Pipeline Co.| Old Refugio 
Aladdin Petroleum Corp.: 
8492 Panhandle Eastern | Anadarko Basin 
Pipeline Co. 
9113 Cities Service Gas Co...} Yellowstone 
H. H. Allen Gas Co.: 
10747 Hope Natural Gas Co... 
Amerada Petroleum Corp.: 
10243 E] Paso Natural Gas Co. 
10244 Permian Basin Pipeline 
Co. 
10428 Colorado Interstate Gas 
Co. 
10432 El Paso Natural Gas Co. 
10433 E) Paso Natural Gas Co. 
10505 Texas Eastern Trans- 
mission Corp. 
11524 Permian Basin Pipeline 
Co. 
The American Metal Co., Ltd.: 
10842 Pacific Northwest Pipe- 
line Corp. 
Anson Petroleum Corp. et al.: 
11669 Cities Service Gas Co...| North Rosston. 
Bruce Anderson: 
11022 Colorado Interstate Gas | Greenwood 
Co. 
Anderson Prichard Oi] Corp.: 
10168 Lone Star Gas Co 
10384 El] Paso Natural Gas Co. 
10519 . E] Paso Natural Gas Co. 
10619 Cities Service Gas Co... 
10624 El] Paso Natural Gas Co. 
10755 Cities Service Gas Co...| Dilworth 
10838 El] Paso Natural Gas Co.| Langlie Mattix 
11139 E] Paso Natural Gas Co.| Jack Herbert. 
Apache Oil Corp.: 
10516 Consolidated Gas Utili- | Kay County. 
ties Corp. 
Appalachian Sulphides, Inc.: 
10495 Pacific Northwest Pipe- | Piceance Creek 
line Corp. 
Argo Oil Corp.: 
10233 Pacific Northwest Pipe- 
line Corp. 
10551 Texas Illinois Natural 
Gas Pipeline Co. 


See footnotes at end of table, p. 949. 
922 


eRe F Re 


a 


B 


B 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


M. Ascher et al.: 
10598 United Gas Pipeline Co.| Greenwood Wasko.. 
Ashland Oil & Refining Co. et al.: 
10296 Texas Hydro Carbon | F. A. Whitt Lease. 
Co. 
The Atlantic Refining Co. et al.: 
10143 Tennessee Gas Trans- 
mission Co. 
10252 Texas Eastern Trans- 
mission Corp. 
10261 Reef Fields Gasoline 
Corp. 
10262 Phillips Petroleum Co... 
10292 Phillips Petroleum Co... 
10306 E] Paso Natural Gas Co- 
E] Paso Natural Gas Co. 
10503 Warren Petroleum Corp. 
10705 E] Paso Natural Gas Co. 
Cities Service Gas Co--- 
Tennessee Gas Trans- 
mission Co. 
11407 United Gas Pipe Line 
Co. 
11499 Northern Utilities Co-_-- 
Aurora Gasoline Co. et al.: 
10199 Cities Service Gas Co-.. 
Austral Oil Exploration Co., Inc.: 
10338 Transcontinental Gas 
Pipeline Corp. 
Bachus Oil Co.: 
10488 Cities Service Gas Co... 
W. E. Bakke: 
10356 El Paso Natural Gas Co. 
Banquete Gas Co.: 
11237 Transcontinental Gas 
Pipeline Corp. 
Barbara Oil Co.: 
10676 Cities Service Gas Co... 
10677. Cities Service Gas Co... 
?P. F. Barnhart: 
10462 El Paso Natural Gas Co. 
10463 E) Paso Natural Gas Co. 
Barnwell Production Co. et al.: 
11078 United Gas Pipeline Co. 
Barrett Petroleum Co. et al.: 
10843 Cities Service Gas Co... 
11621 Zenith Gas System, 
Inc. 
Be) Oil Corp.: 
10417 Truckline Gas Co----...- 
Hunter M. Bennett Joker Lease: 
10744 Hope Natural Gas Co... 
Paul G. Bertram: 
9662 Hope Natural Gas Co... 
F. G, Bish: 
10865 Hope Natural Gas Co... 


a 
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Blair, H. H., et al.: 
11052 Cities Service Gas Co... 
See footnotes at end of table, p. 949. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Blair Vreeland: 
11293 Transcontinental 
Pipeline Corp. 
R. F. Braden et al.: 
10574 Hope Natural Gas Co... 
11451 Hope Natural Gas Co-.-- 
Bradley Gas Co.: 
10791 Hope Natural Gas Co... 
10796 Carnegie Natural Gas 
Co. 
E. G. Bradley: 
10141 Colorado Interstate Gas 
Co. 
The Bradley Producing Co.: 
10283 Natural Gas Pipeline 
Co. of America. 
C. A. Brian: 
10990 United Gas Pipeline Co-. 
Powell Briscoe et al.: 
10754 Cities Service Gas Co--- 
10822 Cities Service Gas Co--- 
British American Oi] Producing 
Co.: 
10894. Kansas Nebraska Nat- 
ural Gas Co. 
H. L. Brown: 
11191 Texas Eastern Trans- 
mission Corp. 
J. F. Brown: 
11250 United Fuel Gas Co..--.- 
11441 United Fuel Gas Co.._-- 
Buffalo! Oil Co.: 
10397 El Paso Natural Gas Co. 
Burch Spears, Inc., et al.: 
10158 Trunkline Gas Co...-...-. 
C. F. & H. Oil Co., Inc.: 
10613. United Gas Pipeline Co... 
Cabot Carbon Co.: 
10976 Panhandle Eastern 
Pipeline Co. 
11517 Panhandle Eastern 
Pipeline Co. 
Cabrun Gas Co.: 
9970 Hope Natural Gas Co-.- 
Caddo Oil Co., Inc., et al.: 
10763 Coastal States Gas Prod- 
ucts Co. 
Cain & Smith Gas Co. No. 1: 
11501 Hope Natural Gas Co... 
T. C. Cain Gas Co.: 
10742 Hope Natural Gas Co... 
Leon F, Caine: 
105388 Panhandle Eastern 
Pipeline Co. 
10960 Panhandle Eastern 
Pipeline Co. 
10961 Panhandle Eastern 
Pipeline Co. 


Gas 













See footnotes at end of table, p. 949. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


Union District ...... 
Center District _.... 
Center District .--..-. 


Greenwood. .j......- 4 857 


§.E. Camrick....... 6 3 57 


WONG penpdocccces 3 13 57 
Scan condranenas 6 24 57 
Unnamed...4....... 4 22 57 
East Mt. Hope-.--..- 4 22 57 
Hordes CreeK.-...... 6 3 57 
Matewan...j.....,. 6 3 57 
Matewan 6 3 57 
Eumont..-.j....... 3 13 57 
Medio Creeki......- 5 9 57 
Pistol Ridge------.- 4 22 57 
ee sencbnonases 4 22 57 
Hugoton....-}-.-.... 6 3 57 
Central District... _. 5 20 57 
Premont area......-. 422 5/7 
Sheridan District - - - 6 3 57 
Sheridan District - .. 4 24 57 
Greenough Pool....-. 4 8 57 
Unnamed........... 4 22 57 
Unnamed...,......-. 4 22 57 













Dis- 
POSI- 
TION ? 


Iss. 


DISPO- 
FIELD NAME STATE COUNTY SITION 
DATE 
En saitii cane 4 26 57 
Buckhannon,......- 4 22 57 


Iss. 
Iss. 


Iss. 


Iss 


Iss. 


Iss. 
Iss 


Z 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


FIELD NAME 





F. A. Callery, Inc., et al.: 
10996 United Fuel Gas Co-...-. 
Francis A. Callery et al.: 
11254 Southern Natural Gas 
Co. 
Calvert Distilling Co.: 
11113 Lone Star Gas Co----._- 
Calvert Drilling, Inc., et al.: 
10694 Cities Service Gas Co 
Carr] Oil: 
10273 Gas Gathering Co-- 
Carter Jones Drilling Co. et al.: 
10664 Tennessee Gas Trans- 
mission Co. 
10717 Texas Eastern Trans- 
mission Corp. 
11909 Tennessee Gas Trans- 
mission Co. 
The Carter Oil Co.: 
10166 Kansas Nebraska Natu- 
ral Gag Co. 
10920 Panhandle Eastern 
Pipeline Co. 
10924 Panhandle Eastern 
Pipeline Co. 
Caswell Supply Co. et al.: 


10696 Manufacturers Light & | 


Heat Co. 
Champlin Refining Co.: 
10389 Cities Service Gas Co 
10665 Cities Service Gas Co. 
M. B. Chastain et al.: 


9962 United Gas Pipeline Co-_ 


10637 United Gas Pipeline Co 
11488 Texas Gas Transmission 
Corp. 
A. W. Cherry et al.: 
9963 Natural; Gas Pipeline 
Co. of America. 
L. L, Chevalier: 
10361 Jernigan & Morgan 
Transmission. 
The Chicago Corp.: 
10294 Tennessee Gas Trans- 
mission Co. 
10461 Tennessee Gas Trans 
mission Co. 


10972 United Gas Pipeline Co-. 


11005 Texas Eastern Trans- 
mission Corp. 
Christie Mitchell et al.: 
11430 Texas Gas Corp-_-_-_--- 
City Service Oil Co. et al.: 
10193 Cities Service Gas Co__. 
10483 Tennessee Gas Trans- 
mission Co. 
10611 Northern Natural Gas 
Co. 








Luling 


Fort Jackson 


Heuser. 
Eureka--.. 
East Mathis. 
West Mission 


Woodlawn. -----. 


Hugoton 
Unnamed. _- 


Unnamed___- 


Spraberry Trend. -. 


Medicine Lodge...- 


etic nite histatins 


Carthage... ..- 
Carthage... .._._- 
Carthage..-__- 


8.E. Camrick_--._-- 


East Victor__-..... 


Maryellen Ocon 


Carthage........- 


Greenwood Wasko- 


Sb ainnsdenakees 


Oklahoma City- --- 


North Hansford_._-- 


See footnotes at end of table, p. 949. 





COUNTY 


St. Charles 


Plaquemines. ._. 


Stephens__-- 
Grant*. 

San Patrico 
Hidalgo 
Harrison -- 


Hidalgo-_- 


Texas 
Beaver-._.- 


Beaver.___- 
Susquehanna... 


Barber 
Alfalfa*___- 
Panola 


Panola. --_.- 
Panola_- 


Oklahoma 
Lincoln - . 


Refugio 


PEE iscccacaces 


Galveston_- 


Oklahoma 
RO inn cneen 


Lipscomb - 
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DISPO- DIs- 
SITION POSI- 
DATE TION 3 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 









PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


‘Cities Service Oil Co. et al : 
11147 Colorado Interstate Gas 


Co. 


11148 Colorado Interstate Gas 


Co. 


11151 Cities Service Gas Co... 

11152 El] Paso Natural Gas Co. 
Cities Service Products Co.: 

10139 Tennessee Gas Trans- 


mission Co. 


11046 Tennessee Gas Trans- 


mission Co. 


City Products Corp. et al.: 

Cities Service Gas Co--. 

Clark Fuel Products Co. et al.: 
10150 Tennessee Gas Trans- 


11187 


mission Co. 
Glegg & Hunt et al.: 


11035 Texas Gas Corp...-..-..- 
Coastal States Gas Producing 


Co.: 


10937 Trunkline Gas Co...-... 


Alton Coats et al.: 


10408" Tennessee Gas Trans- 


mission Co. 
Coats Drilling Co., Inc.: 


106003 Panhandle Eastern 


Pipeline Co. 
Russell Cobb, Jr., et al.: 


10064 Consolidated Gas Utili- | South Hunter-...... Okla. Garfield.... 
ties Corp. 
‘Cogar Oil & Gas Co.: 
10640 Hope Natural Gas Co...) Lee District.........| W. Va-.-.| Calhoun. ..-.- 
Coleman Creek Gas Co.: 
9956 Hope Natural Gas Co...| Triadelphia District | W. Va....| Pocahontas 
‘Colorado Oil & Gas Corp.: 
10348 Colorado Interstate Gas | Keyes........-..-..-- Okla....-.- Cimarron - . 
Co. 
10545 Colorado Interstate Gas | Greenwood..........| Kans... Morton..-...- 
Co. 
11489 Tennessee Gas Trans- | South Deckers Priar.| Tex----..-- ee 
mission Co, 
11547 Natural Gas Pipeline | Twin..-.......--.-- MR ccseue Hansford 


Co. of America. 


‘Columbian. Fuel Corp.: 


10802 Colorado Interstate Gas 


Co. 


W. M. Comegys, Jr., et al.: 
10689 Arkansas Louisiana Gas 


Co. 
Commercial Gas Co.: 


11453 Hope Natural Gas Co... 


Cone, J. R., et al.: 


11008 E] Paso Natural Gas Co. 


The Texas Co.: 


10547 Tennessee Gas Trans- | Piedre Lumbre....-.- 


mission Co. 


See footnotes at end of table, p. 949. 








Triadelphia District. 


Jalmot Pool......... 





FIELD NAME STATE COUNTY 
ee Kans... Kearney-..-.- 
Greenwood........-.| Kans... Morton.....-- 
0 Kans... Finney.......- 
eee: lS 
West Delta --.....-- La 





DISPO- 
SITION 
DATE 
4 22 57 


4 22 57 


4 22 57 
4 22 57 


4 8 57 


5 20 57 


6 3 57 


4 8 57 
6 3 57 


4 22 57 


3 13 57 
4 22 57 
3 26 57 


4 22 57 
5 20 57 
3 13 57 
3 13 57 
6 357 


6 357 
3 28 57 
4 22 57 


6 3 57 
6 357 


3 13 57 


DISs- 
POSI- 
TION 2 


# 


Boe FF F 


Iss, 


& 


Iss, 


R 


B 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Continental Oil Co.: 
8601 Texas Gas Pipeline Corp. 
8602 Shell Oil Co 
8603 Texas Eastern Trans- 
mission Corp. 
Arkansas Louisiana Gas 
Co. 
Arkansas Louisiana Gas 
Co. 
Tennessee Gas Trans- 
mission Co. 
Humble Oil & Refining 
Co. 
Texas Gas Corp-_--.-.-..-..- 
Tennessee Gas Trans- 
mission Co. 
McCarthy Oil & Gas 
Corp. 
Tennessee Gas Trans- 
mission Co. 
Signal Oil & Gas Co 
Reef Fields Gasoline 
Corp. 
11518 United Gas Pipeline Co. 
Tom Cook, Jr., et al.: 
11238 Texas Eastern Trans- 
mission Corp. 
Coony Oil Co.: 
10734 Godfrey L. Cabot, Inc... 
A. M. Cooper et al.: 
11452 Hope Natural Gas Co... 
W. J. Coppinger et al.: 
4080 Northern Natural Gas 
Co. 
Northern Natural Gas 
Co. 
Edwin L. Cox: 
10266 Colorado Interstate Gas 
Co. 
Natural Gas Pipeline 
Co. of America. 
Natural Gas Pipeline 
Co. of America. 
Panhandle Eastern 
Pipeline Co. 
Cresent Production Co., Inc.: 
10066 Arkansas Louisiana Gas 
Co. 
David Crow: 
10813 Texas Eastern Trans- 
mission Corp. 
David Crow Trustee et al.: 
10858 United Gas Pipeline Co.. 
10859 United Gas Pipeline Co.. 
Cuban American Oi] Co.: 
11161 United Gas Pipeline Co.. 
11162 United Gas Pipeline Co-. 


8604 


11024 


12664 
12708 


4090 


10267 


11051 


11100 


FIELD NAME COUNTY 


Orange..----.-.- 
Lavaca... 
Victoria*.... 
Bienville 
Bear Creek.........- Bienville 
South Crawley-.---- 


Pe ccciidbinssee 


Colorado-.----- 


Chambers... -- 


Murphy District.... 
Lafayette District... 
Pleasant Valley 


South Pleasant 
Valley. 


Porrest........- 


Lincoln. ..--..- 
Claiborne. 


See footnotes at end of table, p. 949. 





DISPO- 
SITION 
DATE 
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DIS- 
POSI- 
TION ? 
















928 PRODUCER LIST 





















PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 





FIELD NAME 








B. I. Cunningham Oil & Gas: 
10317 . Penova Interests.....-.-.- 
James M. Cunningham et al.: 





Road Fork....-..-.- 








11280 Texas Gas Transmission | Bayou Mallet....... 
Corp. 
J. H. Davis Gas Co. et al.: 
11210 Hope Natural Gas Co_-_.| Harrisville.......... 
F. 8. Deem: 





10866 Hope Natural Gas Co--- 
Delaware Gas Co.: 
10743 Hope Natural Gas Co...| Unnamed.---....-... 
Delhi Taylor Oil Corp.: 
10475 Tennessee Gas Trans- 
mission Co. 
The Dock Gas Co.: 
10311 Hope Natural Gas Co... 
James Donaghue et al.: 
10411 Panhandle Eastern 
Pipeline Co. 
Dorchester Corp.: 
11533 E! Paso Natural Gas Co. 
G. T. Dougherty et al.: 
11220 Coastal States Gas Pro- 
ducing Co. 
James Doughty et al.: 
11297 United Gas Pipeline Co-. 


Sheridan District... 





Ida M. Gibson.....- 





Meade County-.-.-- 





Big Lake............ 





ee 





a 








D. A. Draper: 
10471 Colorado Interstate Gas | Hugoton..-.-.....-.-.. 
Co. 
10473 Northern Natural Gas | Hugoton_.....-..-.. 
Co. 


Draper Motors Corp.: 
8681 Northern Natural Gas 
Co. 
Howard Drew: 
10457 Colorado Interstate Gas 
Co. 
Earlsboro Oil & Gas Co., Inc.: 
10123 Cities Service Gas Co-.-- 
Eason Oil Co: 
10307 Cities Service Gas Co-.. 
Edgell Gas Co.: 
9997 Hope Natural Gas Co... 
The El Dorado Refining Co.: 
10950 Panhandle Eastern 
Pipeline Co. 
Elk River Coal & Lumber: 
11462 Equitable Gas Co.----.-- 
W.S. Engle Gas Co.: 
10316 Hope Natural Gas Co..- 
Excelsior Oil Corp.: 
10932 Kansas Nebraska Na- | Coyote.............- 
tural Gas Co. 
10983 Kansas Nebraska Na- | Coyote...........--- 
tural Gas Co. 
12495 Colorado Interstate Gas 
Co. 


See footnotes at end of table, p. 949. 





OU isbn cence 





Greenwood .......-.- 





Whiterock 





East Guthrie Lake-. 





Leatherbark Mui-.-- 





Unnamed..-........- 


Greenwood.........- 





NEW SERVICE CERTIFICATES—Continued 


a. 


We Wiis 


Kans...... 


Kans..._-. 


Kans...... 








COUNTY 


I icici missiiei 


Calhoun. ......- 


Barbour........-. 


Hidalgo 


pee 


Meade. 


Hidalgo 


Refugio 


Finney 


Seward... 


Finney.....-.-.- 


Morton 


Co) 


PAGRnctkigaitons 


Morton 





DISPO- 
SITION 
DATE 


4 22 57 


6 3 57 


6 3 57 


4 26 57 









DIS- 
POSI- 















Iss. 









Iss. 









Iss. 



















Iss, 





Iss. 








Iss. 












Tss. 









Iss. 








Iss. 


Iss. 












Dis. 


















































Iss. 









Iss. 






Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Faleon Seaboard Drilling Co. 
et al.: 
10657 Kansas Nebraska Na- 
tural Gas Co. 
Panhandle Eastern 
Pipeline Co. 
Bert Fields et al.: 
11473 Texas Eastern Trans- 
mission Corp. 
Flaitz & Mitchell: 
11243 Southern Natural Gas 
Co. 
Flournoy Drilling Co. et al.: 
11437 Lyman, C. V 
W. B. Fontaine: 
10728 United Gas Pipeline Co... 
Forest Oil Corp. et al.: 
11233 United Fuel Gas Co-..-- 
C. M. Frost et al.: 
11145 Tennessee Gas Trans- 
mission Co. 
Fulton Development Co. et al.: 
11541 Natural Gas Pipeline 
Co. of America 
G. B. 8. Oil Co.: 
10733 Godfrey L. Cabot, Inc... 
Gas Gathering Corp. et al.: 
11181 Transcontinental Gas 
Pipeline Corp. 
Gem Oil Co. et al.: 
10206 Kansas Nebraska Na- 
tural Gas Co. 
General American Oil 
Texas: 
10137 Lone Star Gas Co 
General Petroleum Corp.: 
10145 Pacific Northwest Pipe- 
line Corp. 
10167 Pacific Northwest Pipe- 
line Corp. 
10525 Pacific Northwest Pipe- 
line Corp. 
0. W. Gerwig: 
11064 Hope Natural Gas Co_-- 
Getty Oil Co.: 
11461 El Paso Natural Gas Co. 
Ed Gibhaus: 
10831 Texas Eastern Trans- 
mission Corp. 
Gilster & Kemp: 
10890 United Gas Pipeline Co. 
N. C, Ginther et al.: 
10255 Gas Gathering Co....... 
10750 Kansas Nebraska Natu- 
ral Gas Co. 
10815 Transcontinental Gas 
Pipeline Corp. 


11087 


Co. of 





FIELD NAME 


North Johnson Hill. 


Haviland Pool 


Waskom Cotton 
Valley. 


Napoleonville 


Murphy District...- 


Happytown....... 


Columbine., -.--- 


Hogsback. -:-_- 


Center Disttict 


Langie Mattix......| N. 


Greenwood Waskom 


Bethany... 


North Mathis_._._- 


See footnotes at end of table, p. 949. 








COUNTY 


Assumption... -- 


Jim Wells....... 


Hansford .._...- 


Ritchie... 


St. Martin 


Logan...... 


Stephens._-.---- 
Sheridan 
Rio Blanco... 


Sublette*_... 


a “ 


San Patricio 
2 


Wharton 





DISPO- 
SITION 
DATE 








930 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


The Globe Oil & Refining Co.: 
10188 Colorado Interstate Gas 
Co. 
Grace Oil Co.: 
11104 Hope Natural Gas Co- -- 
Graham Michaelis Drilling Co,: 
11295 Cities Service Gas Co-... 
William Graham Oil Co.: 
10302 Cities Service Gas Co.... 
Great Sweet Grass Oils Co.: 
10604 Lone Star Gas Co 
11678 Cities Service Gas Co...- 
Greenbrier Oil Co.: 
10419 El Paso Natural Gas Co. 
11377 El Paso Natural Gas Co. 
11558 El Paso Natural Gas Co. 
John H. Grimm et al.: 
11282 Consolidated Gas Utili- 
ties Corp. 
Gulf Natural Gas Corp.: 
10415 Arkansas Louisiana Gas 
Co. 
Gulf Oil Corp.: 
10148 Cities Service Gas Co... 
10295 El Paso Natural Gas Co. 
10300 Natural Gas Pipeline 
Co. of America. 
Northern Natural Gas 
Co. 
Cities Service Gas Co... 
Panhandle Eastern Pipe- 
line Co. 
Panhandle Eastern Pipe- 
line Co. 
Cities Service Gas Co... 
Panhandle Eastern Pipe- 
line Co, 
11173 El] Paso Natural Gas Co. 
11174 Coldrado Interstate Gas 
Co. 
11241 E) Paso Natural Gas Co. 
Gulf Refining Co.: 
10164 Tennessee Gas Trans- 
mission Co. 
Tennessee Gas Trans- 
mission Co. 
American Louisiana 
Pipeline Co. 
American Louisiana 
Pipeline Co. 
American Louisiana 
Pipeline Co. 
Tennessee Gas Trans- 
mission Co. 
United Gas Pipeline Co. 


10629 


10683 
10788 


10818 


10848 
10918 


10165 


10399 


10442 


10443 


10605 


10827 


FIELD NAME 


Greenwood........- 


Unnamed We Vee 
Hugoton 


Unnamed 


South Blanco Pool... 
Camrick 8.E...-.... 


North Hansford 


Eumont Pool..-.-_..-. 
Timbalier Bay--.-... 
Bully Camp. 


Church Point 


Dixon Bay 


Pistol Ridge 


See footnotes at end of table, p. 949. 


DISPO- 
SITION 
DATE 


DIs- 
| POSI- 
| TION * 


COUNTY 


Ritchie_..._..- 





Oklahoma 
Beaver 


4 22 57 


4 25 57 
4 22 57 


6 3 57 
4 857 
4 8 57 
1 11 57 
1 11 57 | Dis. 
1 11 57 | Dis. 
4 22 57 | Iss. 


Iss, 


4 22 57 







































PRODUCER LIST 931 


NEW SERVICE CERTIFICATES—Continued 

















| { | 
18- PRODUCER#, DOCKET NO. G-, | ptspo- | pis- 
)SI- AND PURCHASER# FIELD NAME STATE COUNTY | SITION | POsI- 
ON t DATE | TION? 
— 
Halbert, Jennings & Simic: | | 
3. 11463 Kansas Nebraska Natu- | Unnamed__---_.....- eS Se 6 357 | Iss. 
ral Gas Co. } 
11464 Kansas Nebraska Natu- | Cotton Valley....... Colo......| Weld............| 6 3 57 | Iss. 
S, ral Gas Co. 
11498 Kansas Nebraska Natu- | Cotton Valley.......| Colo......| Weld............| 6 3 57 | Iss. 
S. ral Gas Co. | 
Claud B. Hamill: | 
S. 11455 Tennessee Gas Trans- | Arkansas City...... I tre nnn mata | 6 3 57 | Iss. 
mission Co. 
3. J. L. Hamon: | 
Ss. 10401 Tennessee Gas Trams- | Flores_..............| Tex-..-.-.. Be Riectqamens 3 13 57 | Iss. 
mission Co. | 
S. J. M. Hankins et al.: 
3. 10256 Northern Natural | West Panhendle....| Tex....... i hduisdniaatied 4 8 57 | Iss. 
Ss. Gas Co. 
Hanley Co. et ¢l.: 
3. 10880 EE) Paso Naturel Gas Co.| Spraberry Trend....| Tex-...... | Glasscock. .....-. | 4 22 57 | Iss. 
10881 El] Paso Natural Gas Co.| Spraberry Trend....| Tex.....-- Glasscock -.....- | 4 22 57 | Iss. 
Temple Hargrove et al.: 
3. 11068 Trunkline Gas Co.......| Ragley.............-. Diianieanea Beauregard. .... 4 22 57 | Iss. 
Harper Oil Co. et al.: 
10514 E] Paso Natural Gas Co.| Drinkard..........- ee ae) ee 3 13 57 | Iss. 
$5 Harrell Drilling Co.: 
is. 10412’ Coastal States Gas Pro- | Hidalgo_..........-- TUR snaséa Hidalgo......... 6 3 57 | Iss. 
Ss. ducing Co.: 
Harris & See Gas Co.: 
3, 10962 Hope Natural Gas Co...| Salt Lick District...) W.Va... Braxton... -.-.--| 4 24 57 | Iss. 
H. B. Hawkins et al.: 
Ss. 10196 ‘ United Gas Pipeline Co.| Cabeza Creek......- WeRicsunnd I netic 4 8 57} Iss. 
S. 8. A. Hayes Lease: 
11454 Hope Natuyal Gas Co...| Lee District.........| W. Va....| Calhoun.......- 6 3 57 | Iss. 
iS. Hays & Anderson: 
9971 Hope Natural Gas Co...| Lee District........-. W. Va....| Calhoun........ 5 20 57 | Iss. 
3. 10163 Hope Natural Gas Co...| Lee District.........| W. Va....| Calhoun........ 5 20 57 | Iss. 
iS. Simon Herold et al.: 
10240 United Gas Pipeline Co.| Greenwood Waskom.| La.......-. i kdssecnds 4 8 57} Iss. 
is. Hiawatha Oil & Gas Co.: 
S. 10963 Texas Eastern Trans- | Greenwood Waskom.} La.......-. Ce cccanntss 4 22 57 | Iss. 
mission Corp. 
S. R. E. Hibbert et al.: 
9819 Cities Service Gas Co...| Lessly..............-| Okla....-.- Cleveland.......| 4 24 57 | Iss. 
S. J, F. Hickman: 
10693 Pacific Northwest Pipe- | Lindrith Pool......- CC  —— rE 4 22 57 
Ss. line Corp. 
Highland Oil Co.: 
‘td. 10769 Tennessee Gas Trans- | Government Wells..; Tex....... ee 4 24 57 | Iss. 
mission Co. 
is. 11255 Tennessee Gas Trans- | Government Well...) Tex.---..- Duval. ........- | 6 3 57 | Iss, 
mission Co. } 
vis. Monsanto Chemical Co. et al.: 
10797 Panhandle Eastern Pipe- | Singley..............| Kams...... Meade....... | 4 22 57 | Iss. 
Ss. line Co. 
Robert H. Holeomb: 
Se 10847 Kentucky West Vir- | East Kentucky.....| Ky........| Pike............ | 42257 | Iss. 
ginia Gas Co. 


See footnotes at end of table, p. 949. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Hollandsworth Oil Co. et al.: 
10169 Mississippi River Fuel 
Corp 
Honaker Davis Drilling Co. et al.: 
10965 Cities Service Gas Co-- 
Honolulu Oil Corp.: 
10484 Northern Natural Gas 
Co. 
11696 Permian Basin Pipeline 
Co. 
Jack G. Howe et al.: 


10711 Hope Natural Gas Co... 


Howell, Holloway & Howell: 
10669 Texas Gas Transmission 
Corp. 
J. M. Huber: 
11025 Texas Illinois Natural 
Gas Pipeline Co. 
F. M. Huber Corp.: 


10047 Colorado Interstate Gas | 


Co. 
10671 Skelly Oil Co 

James A. Hughes et al.: 

10902 Cumberland Allegheny 
Gas Co. 

Hughes & Hughes: 

11059 South Penn Natural 
Gas Co. 

Humble Oil & Refining Co.: 
11003. Warren Petroleum Corp 
11110 Tennessee Gas Trans- 

mission Co. 

H. L. Hunt: 


i 
10794 Arkansas Louisiana Gas | 


Co. 


11800 El Paso Natural Gas Co_| 


Hassie Hunt Trust: 
10986 Transcontinental Gas 
Pipeline Corp. 
Lamar Hunt Trust Estate: 
11543 Natural Gas Pipeline 
Co. of America. 
Estate of L. B. Hunt, Deceased: 


10795 Arkansas Louisiana Gas 


Co. 


11802 El Peso Natural Gas Co- 


Hunt Oil Co.: 


11260 El Paso Natural Gas Co. 
11803 El Paso Natural Gas Co. 


Succession of Ed E. Hurley: 


10854 Texas Eastern Trans- 


mission Corp. 
Hurt Oil Co., Ltd., et al.: 


11421 Texas Eastern Trans- 


mission Corp. 
Ben C. W. Hyde, Jr., et al.: 


10697 Jernigan & Morgan 


Transmission. 








See footnotes at end of table, p. 949. 
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FIELD NAME 





DIS- 
POSI- 
TION 2 








Woodland.......-.-. 


NU oo ac sicninnan 
i nt cenccses 


MN Sas odiczcca. 


Lincoln District_...- 


Thibodeaux-.......-. 
Pcie acacia tikcnies 


Greenwood..,....-.- 
West Panhandle. -- 


anki <ccces 
Battelle District _- -- 


Monument.-.....-.-- 
Piedra Lumbfe- -.-- 
Longstreet... .......- 
Amacker Tippett. --. 


Marie.......4...---- 
Rito s<isnn 


Longstreet _._......- 
Amacker Tippett. -. 


Not reported {_.. ..-.- 
Amacker Tippett. -- 


Greenwood Waskom - 


WO adnsevesesates 


IS itd 


| Hansford*....... 


a 


~ 


a 


~ 


















Iss, 


Iss. 
Iss. 


Rej. 


Iss. 


Iss. 


Iss. 


Iss. 
Iss. 


Iss. 





Iss. 


Rej. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss! 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO, G-, 
AND PURCHASER# 


George Jackson: 
11417 Carnegie 
Co. 
Jernigan & Morgan Oil Co.: 
9392 Cities Service Gas Co-- 
10314 Jernigan & 
Transmission. 


Natural 


Jernigan & Morgan Transmis- 


sion: 
10447 
Jones Oil & Gas Co.: 
11008 Hope Natural Gas Co. 
Joyce Oil & Gas Co.: 
10835 Carnegie Natural 
Co. 
Kassos Gas Co.: 
10249 Hope Natura] Gas Co 
Amby Kay: 
10498 Panhandle 
Pipeline Co. 
11015 Panhandle 
Pipeline Co. 
11016 Panhandle 
Pipeline Co. 
Keith Hays Gas Co.: 
10279 Hope Natural Gas Co 
R. T. Keith No. 1: 
10741 Hope Natural Gas Co 
Mrs. Nellie Virginia Kelley: 
10856 Kerr McGee Oil Indus- 
tries. 
Kerins & Hicky: 
11058 United Natural Gas Co 
Kerr McGee Oil Industries: 
10720 Phillips Petroleum Co 
10964 Cities Service Gas Co 
11020 Natural Pipeline 
Co. of America. 
Kilray Co. of Texas, Inc.: 
10543 Texas Eastern 
mission Corp. 
J. A. Kimmey et al.: 
9440 Trunkline Gas Co 
Richard King, Jr.: 
11099 Cities Service Gas Co--- 
Kingwood Oil Co. et al.: 
10599 Cities Service Gas Co. .. 
Lee Kinnebrew et al.: 
10944 Texas Eastern Trans- 
mission Corp. 
A. F. Kirkpatrick Gas Co.: 
10508 Equitable Gas Co 
Walter Kuhn et al.: 
11027 Northern Natura] Gas 
Co. 
W. M. Laughlin et al.: 
10938 Coastal States Gas Pro- 
ducing Co. 


Gas 


Eastern 


Eastern 


Eastern 


Gas 


Trans- 


Gas 


Cities Service Gas Co. -..| 


-| East Victor 
Morgan | 








FIELD NAME 


STATE 


} 
| 
| 


Southwest District __| 


East Victor--.- 


East Victor 


Murphy District...-. 


Pullman. -. 
| 


Triadelphia 


Greenough Pool...-- 


Hugoton 


| North Chalkley___-.| 


Lee District _.. 


Lee District_. 


| Panhandle 


| 
Unnamed. .-.. 


West Panhandle. - .. 
Maysville.......... 
Camrick 8.E. Pool. 


Aldine... 


Captain Lucey 
Estes_....- 
West Lawrie 


Greenwood 
Waskom. 


Stewarts Creek.....- 


) 


i ee 


See footnotes at end of table, p. 949. 


Pa.. 


Tex 
Okla 
Okla. - 





COUNTY 
Doddridge 
| Lincoln 


Lincoln - . 


Ritchie... 


.-| Ritchie._.... 


Logan... 
Beaver. 
Beaver... 


Beaver... 


Calhoun. 


Carson -- 


Clarion* 
| Moore®.-- 


Garvin*.. 
Texas 


Harris 


Jim Wells. 
Cowley 


Logan... 


Caddo 


Gilmer 


Morton 





...-| Jim Wells 


Lincoln. ....-. 


Calhoun... .....-. 








DISPO- 
SITION 
DATE 








934 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO, G-, DISPO- DIS- 
AND PURCHASER# FIELD NAME COUNTY SITION | POSI- 
DATE TION 2 





D. W. Law et al.: 
11502 Godfrey L. Cabot, Inc... 
Lecuno Oil Co.: 
8758 Mississippi River Fuel 
Corp. 
Mrs. May N. Lewis et al.: 
11410 United Gas Pipeline Co. 
W. AH. Littell: 
10487 Colorado Interstate Gas 
Co. 
M. Lowe Gas Co.: 
11063 Hope Natural Gas Co... 
Lydle & Lowe: 
9630 Hope Natural Gas Co..- 
trict. 
9631 Hope Natural Gas Co.-.| Lee District 
10310 Hope Natural Gas Co...| Annamoriah 
John E, Lydle: 
11509 Carnegie Natural Gas 
Co. 
Cc. V. Lyman: 
11435 Tennessee Gas Trans- 
mission Co. 
C. H, Lyons, Jr., et al.: 
10385 Arkansas Louisiana Gas | South Hallsville 
Co. 
10787 Texas Eastern Trans- | South Hallsville 
mission Corp. 
Lyons & Logan et al.: 
10857 Texas Eastern Trans- 
mission Corp. 
11137 Arkansas Louisiana Gas 
Co. 
11286 Texas Eastern Trans- 
mission Corp. 
McCall Drilling Co., Inc.: 
11256 Hope Natural Gas Co... 
Chas. T. McCord, Jr., et al.: 
11475 Texas Eastern Trans- 
mission Corp. 
MeCune Gas Co.: 
10220 Hope Natural Gas Co-.- 
G. N. McDaniel, Jr., et al.: 
11193 Shamrock Oil & Gas 
Corp. 
J. Ray McDermott & Co., Inc.: 
11002 Reef Fields Gasoline 
Corp. 
Geo. C. McGhee et al.: 
11583 Texas Gas Transmission | Eumont....._...._-- 
Corp. 
McHenry Oil & Gas Co.: 
10910 Hope Natural Gas Co...| Murphy District... 
MeMurray & Phillips: 
10958 Arkansas Louisiana Gas 
Co. 
M. A. Machris: 
11023 Colorado Interstate Gas | Greenwood.....-- 
Co. 
See footnotes at end of table, p. 949. 











NEW 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Magnolia Petroleum Co.: 


11895 Kansas Nebraska Natu- 
ral Gas Co. 

11914 United Gas Pipeline Co. 

11911 El Paso Natural Gas Co 


12078 El] Paso Natural Gas Co 


Russell Maguire: 
11264 Cities Service Gas Co 
11276 Eastern 
mission Corp. 
Makin Drilling Co.: 
10491 


Texas Trans- 


H. T. Manning: 
11018 United Gas Pipeline Co- 
Earl Marcus: 
10601 Consolidated Gas Utili- 
ties Corp. 
Maxwell Herring Drilling Corp.: 
10786 Arkansas Louisiana Gas 


Co. 
John W. Mecom: 
11370 Tennessee Gas Trans- 


mission Co. 
Mecom Petroleums: 


11584 Transcontinental Gas 
Pipeline Corp. 
F, R. Meeker: 
10541 Texas Eastern Trans- 


mission Corp. 
Michaelis Drilling Co.: 


| 
704 Colorado Interstate Gas | 


Co. 
~ Colorado Interstate Gas 
Co. 
Colorado Interstate Gas 
Co. 
Northern 
Co. 
Frank W. Michaux et aL: 
10680 Texas Eastern 
mission Corp. 
Midhurst Oil Corp. et al.: 
10981 


10566 
10617 


10641 Natural Gas 


Trans- 


Tennessee Gas 
mission Co. 
El Paso Natural Gas Co 
Tennessee Gas 
mission Co. 

Midstates Oil Corp.: 


Trans- 


10982 


10983 Trans- 


10445 United Gas Pipeline Co.| 
10468 Texas Eastern Trans- 
mission Corp. 

11274 Texas Eastern Trans- 
mission Corp. 

11275 Texas Eastern Trans- 


mission Corp. 


E] Paso Natural Gas Co-} 
10644 El Paso Natural Gas Co_| 


See footnotes at end of table, p. 949. 


PRODUCER 


FIELD NAME 


Ns cicenihesdeindidiied 


Lockport.... 
Jack Herbert 
Jack Herbert 


| Whiterock. 
Barb Mag 


Eumont 
Eumont 


Greenwood Waskom.. 


Unnamed 
| Blocker 
West Delta Farm. 


Offshore 


Clayton.. 


Hugoton 
Hugoton__-. 
Hugoton.-_...... 


Hugoton. ..-..--. 


Kitty West--_.-- 


Hutchins South 


Jack Herbert... ...-- 
Magnet Withers... 


aes 
Bethany. -- 


North Mission 








Valley. 
North Myersville. -.; 


| 


LIST 


STATE 


Kans...... 


i 


Tex. 
Tex. 


Okla-- 


Tex. 


N. Mex. 
N. Mex.-- 


Okla... 


7UR.n. 


| Tex 


Kans.. 


Kans.... 


Kans.... 


| Kans... 


Tex 


nas 
Tex. 


Tenn 
7 


Tex 


SERVICE CERTIFICATES—Continued 





COUNTY 


| 
Caleasieu 
Upton... 


Upton_.. 


Noble 


..| Fort Bend 


Lea... 
Lea... 


Caddo 


Kay 


Harrison 


LaFourche_ 


Cameron 


Live Oak. 


Finney 
Kearney - 
Haskell 


Seward 


Live Oak... 


Wharton _. 


Upton-.-..-.-. 
Wharton... 


| Harrison*. -- 
| Caddo*__. 


De Witt 


De Witt. _.-. 





ae 


wo 


o 


tN 
ne 


8 


on 
Nn 


Pod 
od 


57 


N 


| Iss. 


935 















DIs- 
POSI- 
TION ? 





Wtd. 














Wtd. 













































































Iss. 

















































































































| Iss. 























Iss. 








Iss. 














Iss. 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 





PRODUCER#, DOCKET NO. G-, 





DISPO- DIS- 
AND PURCHASER# FIELD NAME STATE COUNTY SITION | POSI- 
DATE TION 2 
Midwest Oil Corp.: 
11042 Texas Eastern Trans- | Greenwood Waskom.| La Caddo-_-.- 4 22 57 | Iss 
mission Corp. 
11143 Texas Eastern Trans- | Greenwood Waskom.| La- Caddo-- 4 22 57 | Iss. 
mission Corp. 
Don P. Miller: 
10913 Texas Eastern Trans- | Greenwood Waskom.| La_-. Caddo. -..- 4 22 57 | Iss. 
mission Corp. 
J. Mitchell et al.: | | 
10138 Texas Eastern Trans- | Enke__-..........--.- Tex Goliad _. ----| 4 8 57 | Iss. 
mission Corp. 
Robt. F. Mixer: 
11047 Godfrey L. Cabot, Inc Clay District__....-- W. Va. Wirt*_. 4 22 57 | Iss. 
Anthony Mondak: | | 
9964 Penova Interests Murphy District....| W. Va_...| Ritchie_.......-- 6 27 57 | Iss. 
Monsanto Chemical Co.: 
10192 Tennessee Gas Trans- Sullivan City~...-.-- Tex. Hidalgo* 4 8 57 | Iss. 
mission Co. 
10286 Arkansas Louisiana Gas | North Ruston------- La Lincoln - -- - 4 8 57 | Iss. 
Co. 
10287 Arkansas Louisiana Gas | North Ruston La. Lincoln - - - - 4 8 57 | Iss. 
Co. 
10509 Arkansas Louisiana Gas | North Ruston.. La. Lincoln -__- 3 13 57 | Iss. 
Co. 
10679 El Paso Natural Gas Co.| Wyatt Ellenburg_...| Tex__-....| Crockett. 4 22 57 | Iss. 
10721 United Gas Pipeline Co.| Joaquin ---...-- --| Tex. Panola*.........| 4 8 57 | Iss. 
10774 Southern Natural Gas | Bear Creek_.........| La_--.--.--- Bienville__._..-- 4 22 57 | Iss. 
Co. 
11230 United Gas Pipe Line | McFaddin-_-_....-.- a Pee incccnace 4 22 57 | Iss. 
Co. 
11393 Consolidated Gas Utili- | South Hunter.__-.-- Okla......| Garfield........- 3 26 57 | Iss. 
ties Corp. 
Monterey Oil Co.: 
11469 El] Paso Natural Gas Co.| Wilshire.__........_- Gasset Upton --| 4 25 57 | Iss. 
Moran & Co.: 
10313 Cumberland Allegheny | Stone Coal__._.-...- We Wale coal Qinccascocnt 4 8 57 | Iss. 
Gas Co. 
10410 Equitable Gas Co___._-- Indian Fork........- W. Va Ci canncsoadsa 3 13 57 | Iss. 
J. M. Morgan Heirs Gas Co.: | 
9632 Hope Natural Gas Co_..| Danish Run Lee_...| W. Va Calhoun. --....- 5 20 57 | Iss. 
Morgan Minerals Corp. et al.: 
10735 Tennessee Gas Trans- | Coastal_.........--. eee CONT. ..cc cl 2 Lee 
rission Co. 
Harold E. Matt: 
10374 Equitable Gas Co___- ee ae W. Va et 3 13 57 | Iss. 
11398 Equitable Gas Co_._-.-- PON. . cncatoaehoas W. Va Gece necanas 4 22 57 | Iss. 
Mound Co. et al.: 
10258 American Louisiana | Savoy.............-- Piicacdien St. Landry. 4 8 57 | Iss. 
Pipeline Co. 
Munoco Co.: 
10947 Arkansas Louisiana Gas | Ruston.._._.......-- La........| Lincoln.........] 4 22 57 | Iss. 
Co. 
Murpliy Corp.: 
10971 Arkansas Louisiana Gas | Ruston............-- EG teaecan Lincoln . .__...- 6 3 57 | Iss. 
Co. | 
National Cooperative Refining | 
Association: 
11482 Panhandle Eastern Pipe- | Carver Robbins.....| Kans_...-- id i el 6 3 57 | Iss. 





line Co. 


See footnotes at end of table, p. 949. 
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NEW SERVICE CERTIFICATES—Continued 


























PRODUCER#, DOCKET NO. G-, DISPO- DIS- 
DIS- AND PURCHASER# FIELD NAME STATE COUNTY SITION | POSI- 
POSI- DATE TION ? 
TION 2 Lscamsiitliansdisell 
i Natural Gasoline Corp.: 
11011 United Fuel Gas Co...-. SR Bde cencincene La_.......| Terrebonne.....| 6 3 57 | Iss. 
Iss, Wheeler Nazro: 
10930 Texas Illinois Natural | Milton.............- cia a 4 22 57 | Iss. 
Iss, Gas Pipeline Co. 
T. J. Neal: 
| 11496 United Gas Pipeline Co_| Pistol Ridge........| Miss_..... Pearl River.....| 6 3 57 | Iss. 
Iss. O. Neathery, Jr.: } 
10759 Trunkline Gas Co.......| S.W. Terrell Point_.| Tex. ...._- WOR. .ccdatd 4 22 57 | Iss. 
J. P. Neill et al.: 
Iss, 11045 Phillips Petroleum Co...| Unnamed_.....____- Tex.......] Anmdrews_....... 6 3 57 | Iss. 
H. G. Nelms: 
10929 Texas Illinois Natural | Milton_...........-.-. Weta i vcinweioia 4 22 57 | Iss. 
Iss. Gas Pipeline Co. 
V. F. Neuhaus et al.: | | 
Iss, 9781 Tennessee Gas Transmis- | North Rincon-_----- Lb Wilt 55 GRP saekcesedid 4 26 57 | Iss. 
sion Co. j 
Iss. The New Drilling Co.: 
10113 Kansas Nebraska Natu- | Pawnee Creek....__| Colo......| Logam_.........- 6 3 57 | Iss. 
Iss. ral Gas Co. 
I. J. Newlin: 
Iss, | 10748 Cities Service Gas Co_...| Eureka._...-.....--- SA otc Grant*._.__.....| 6 24 57 | Iss. 
James O. Newton, Jr.: | 
Iss. 10681 Pacific Northwest Pipe- | Piceance Creek...... Colo......| Rio Blanco_.--.- 4 22 57 | Iss. 
line Corp. 
Iss. Nortex; Oil & Gas Corp. et al.: | | 
Iss. 11419 United Gas Pipeline Co_}| Cabeza Creek... .__- DDR Goliad_-_......- 6 3 57 | Iss. 
Iss. North Central Oil Corp. et al.: | 
9235 Colorado Interstate Gas | Keyes............-- Gols......1 SG sn 5 20 57 | Iss. 
Iss. Co. | 
| N. E. Blanco Development Corp.: 
Iss. 10682 El Paso Natural Gas Co_| N. East Blanco... ---| N. Mex_..| San Juan....... | 313 57 | Iss. 
Northern Natural Gas Producing | 
Co.: 
Iss. 10217 Northern Natural Gas | Hugoton...........- Kans... _- Seward®......... | 4 8 57 | Iss. 
Co. | 
Iss. 10299 Northern Natural Gas | Hugoton..__...._-- Kans...--- | Stevens®._...... 4 8 57 | Iss. 
| Co. 
Iss, 10712 Northern Natural Gas | Hugoton_.........-- Kans__.__- Stevens®.___..- | 4 22 57 | Iss. 
Co. | | 
Iss. | 10900 Northern Natural Gas-| Hugoten._.........- Kans.:_.... PO i inetatien | 4 22 57 | Iss. 
Co. | 
Iss. 10940 Northern Natural Gas | Hugoton.-........-. | Kans__._.- Haskell*___.._.. | 4 22 57 | Iss. 
} Co. | 
11088 Northern Natural Gas | Hugoton._.......--- | Kans__._- | Kea Ney*.......| 4 22 57 | Iss. 
Iss. Co. | 
Iss, Northern Pump Co. et al.: | 
10324 Texas Eastern Trans- | West Cosden-_.-_--. bE cet Seen ee 
SS. mission Corp. 
Northwest Production Corp.: | 
10686 Pacific Northwest Pipe- | San Juan Basin.....| N. Mex.*_| Rio Arriba*____. | 4 22 57 | Iss. 
SS. line Corp. | | 
Norton Oil Co., Inc., et al.: | } | } 
10991 United Gas Pipeline Co_| Maxie — — Miss. -_- Forrest* .-.-, & 9 67 | Ia. 
Ss. Nue Wells Pipeline Co.: | | 
11436 Tennessee Gas Trans- NS cnienmieadincad |} Tex.......| Jim Wells.......|. 6 3 57 | Iss. 
mission Co. | | } | } 
= See footnotes at end of table, p. 949 
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NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Oil Development Co. of Texas: 
11544 ‘Natural Gas Pipeline 
Co. of America. 
Oil Lease Operating Co.: 
9402 Tennessee Gas Trans- 
mission Co. 
9403 Trunkline Gas Co 
9404 Tennessee Gas Trans- 
mission Co. 
Oklahoma Natural Gas Co.: 
11050 Panhandle Eastern Pipe- 
line Co. 
R. Olsen et al.: | 
10518 El] Paso Natural Gas Co 
H. H. Osborne: 
10238 South Penn Natural Gas 
Co. 
10239 South Penn Natural Gas 
Co. 
J. P. Owen et al.: 
11610 Transcontinental 
Pipeline Corp. 
The Packer Oil Co.: 
10732 Godfrey L. Cabot, Inc... 
Pan American Southern Corp. et 
al.: 
10923. Arkansas Louisiana Gas 
Co. 
Pan American Engineering Co.: 
11236 Banquete Gas Co., Inc_. 
Pan American Petroleum Corp.: 
10254 Arkansas Louisiana Gas 
Co. 
11405 United Fuel Gas Co_- 
Panola Trading Co., Inc.: 
10365 Arkansas Louisiana Gas | 
Co. 
Parker Producing Co.: 
11176 Cities Service Gas Co_.-. 
Edwin W. Pauley et al.: 
10656 El] Paso Natural Gas Co. 
F. O. Penn: 
10805 Tennessee Gas Trans- | 
mission Co. 
H. L. Pernell et al.: 
10271 Carnegie Natural 
Co. 
Petro, Inc.: 
10474 Northern Natural Gas 
Co. 
10951 Cities Service Gas Co__- 
L. W. Phillips: 

11201 United Gas Pipeline Co. 
Phillips Petroleum Co.: | 
7180 Kansas Nebraska Natural 

Gas Co. 
Consolidated Gas Utili- 
ties Corp. 


Gas 


i 
Gas 


9651 





See footnotes at end of table, p. 


FIELD NAME 


South Lucky 


Columbus.-........-.- 
Cold Springs-.......- 


Crosby Devonian --- 
Big Sandy- -.-...-.--- 


Big Sandy- ---...-.--- 


8. E. Rayne 


Murphy District__-- 


Simsboro_........- wl 


Murphy District. 
Sentell 
Church Point 


Waskom 


South Blunk 


Spraberry Trend-_-- 


Hugoton 
Hugoton 
Carthage 
State A Lease 


Deep Chickasha_ _.- 


949. 





BBs ciswis 


We Veiews 


Kans.-.... 


Kans_....- 





DISPO- 
SITION 
DATE 


COUNTY 


Kanawha- -_.--- 


Kanawha 
Lafayette _ - - 5 15 57 


Ritchie 


Doddridge 


Finney 


WOOP. ccccccads 








PRODUCER = LIST 


NEW SERVICE CERTIFICATES—Continued 


} 
PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Phillips Petroleum Co.—Con. 
10504 American Louisiana 
Pipeline Co. 

Pacific Northwest Pipe- 
line Corp. 

Colorado Interstate Gas 
Co. 

Warren Petroleum Corp. 

Arkansas Louisiana Gas 
Co. 

Reef Fields 
Corp. 

Warren Petroleum Corp. 

Texas Eastern Trans- 
mission Corp. 

Warren Petroleum Corp-}| 

Kerr McGee Oil Indus- 
tries. 

Kansas Nebraska Natu- 
ral Gas Co. 

Panhandle Eastern Pipe- 
line Co. 

D. 8. Pierce Gas Co.: | 
10218' Hope Natural Gas Co-_..| 


10663 
10978 


10979 
11017 
11114 Gasoline 


11157 
11177; 


11178 
11376: 


11401 


11472 


Pine Run Development Co.: 
10746: Hope Natural Gas Co__- 
Pioneet Production Corp.: 
10839' Natural Gas Pipeline 
Co. of America. 
Pipeline Construction & Drill- 
ing Co.: 
10309 Hope Natural Gas Co-_.- 
10909 Hope Natural Gas Co_-- 
Placid Oil Co.: 
10156 Arkansas Louisiana Gas 
Co. 
Plymouth Qil Co.: 
10904 Texas Eastern 
mission Corp. 
Pond Park Oil & Gas Co.: 
10162, Hope Natural Gas Co... 
Post 7 Gas Co.: | 
10315 -Hope Natural Gas Co..- 
M. F. Powers: 
11474 Cities Service Gas Co---| 
Pronce Marine Drilling & Ex- 
ploring: 
11700 Texas Eastern Trans- | 
mission Corp. 
Producing Properties, Inc.: 
10133 Colorado Interstate Gas 
Co. 
Protts Run Ges Co.: 
10772 Hepe Natural Gas Co... 
J. P. Pruett: 
10:14 .Ges Gathering Co 


See footnotes at end of table, p. 


Trans- | 








FIELD NAME 


Lewisburg. .----. 


East Panhandle._ 
Unnamed 


Jo Mills...... scownte 


Unnamed 
Willow Springs - --_-- 





Washington 
District. 


Grant District 


Quinduno 


Sandridge 
Sherman District - __) 


Bethany 


Greenwood Waskom 


Cs vwiincans 
Dusk Camp 


Hugoton............| Kams..... 


Panhandle 


McElroy District. -_- 


| North Mathis..._...| Tex... 


949. 


| 
| W. Va....| 


W. Va....} 


COUNTY 


-| Calhoun........ 


| Wetzel 


Roberts 


| Calhoun 
| Calhoun. ...-. 


PamsiR....c<ascac 





Caddo. -- 


Braxton* 


Braxton 





| 
} 
| 


DISPO- 
SITION 
DATE 


939 


DIs- 
POSI- 
TION 2 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PBODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Pubco Petroleum Corp.: 
10602 El Paso Natural Gas Co. 


11084. FE] Paso Natural Gas Co- 
The Pure Ot?-Co.: 
10642; E] Paso Natural Gas Co. 
11159 Transcontinental Gas 
Pipeline Corp. 
Justin R. Querbes, Jr.: 
10891 United Gas Pipeline Co_ 
Quintana Petroleum Corp.: 
10661 Tennessee Gas Trans- 
mission Co. 
Rad Corp. et al.: 
9624 Hope Natural Gas Co-_.. 
J.P. Ratliff, Jr., et al.: 

10205 United Gas Pipeline Co. 
10534 Arkansas Louisiana Gas 
Co. 

Realitas Oil Co.: 
11413, Tennessee Gas 
mission Co. 
Republic Natural Gas Co.: 
9080 Cities Service Gas Co. _. 
Rhonda Sue Gas Co.: 
10219 Hope Natural Gas Co-_.-. 
C.‘W. Robinson: 
10892. United Gas Pipeline Co- 
L. L. Robinson: 
10227 United Gas Pipeline Co. 
10814 Texas Eastern: Trans- 
mission Corp. 
10°32 Texas Eastern 
mission Corp. 
Rock Hill Oil Co.: 
10652 Texas Illinois Natural 
Ges Pipeline Co. 
11494 Tennessee Gas Trans- 
mission Co. 
Rock Island Oil & Refining Co.: 
11055 Colgrado Interstate Gas 
Co. 
W. E. Rowe et aL: 
10185 Lyman, C. V............ 
11194 Tennessee Gas Trans- 
mission Co. 
M. B. Rudman et al.: 
10993 Texas Eastern 
mission Corp. 
Rupp Fergvson Oil Co. et al.: 
10643 Northern Natural Gas 
Co. 
11029 Cities Service Gas Co__. 
P. R. Rutherford: | 
10363 El Paso Natural Gas Co-_ 
Grace Sampson Gas Co.: 
9719 Hope Natural Gas Co-__! 


See footnotes at end of table, p. 


Trans- 


Trans- 


Trans- 





FIELD NAME STATE COUNTY 


T.WN., T.'2N., 
R. 6 W. 
Permian Basin 


N. Mex...| Rio Arriba 
San Juan 


MTs cocsseenbunnel 
Vermilion 


Greenwood Waskom ~ 


Columbus 


La Copita 


Yellowstone 
Triadelphia 


Greenwood Waskom -. 


Greenwood Weskom.. 


Bloomington Victoria 


Calallen Nueces 


Hugoton 





Embleton-.- 
Vidauri 


Jim Wells 
Refugio 


Hagist Ranch 


Mule Creek 
Driftwood Pool 


Headlee 





Rush Run Washin 4 W.Va 
949, 


.| Calhoun 


_| 5 2087 





PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


N. E. Sanders et al.: 

10600 Texas Eastern Trans- 
missiqn orp. 

Schafer Drilting 88. et al.: 

10851 Lone Star Gas Co 

Schermerhorn Oil Corp. et al.: 
10448 El Paso Natural Gas Co. 
10459 El] Paso Natural Gas Co. 

R. E. Schiefielbein et al.: 
10278 Tennessee Gas 

mission Co. 

Seaboard Oil Co. Del.: 

8438 Transcontinental 
Pipeline Corp. | 

11212 Panhandle Eastern Pipe-| 
line Co. 

H. F. Sears: 

10431 Colorado Interstate Gas 
Co. 

Secure Trusts: 

11801 Bi Paso; Natural Gas Co- 

Milton Shaffer et al.: 

11971 Shamrock Oil & 
Corp. 

Paul Shaffer: 

11273 Columbian Carbon Co. .} 
H. T. Shalett et al.: 
10833 Southern 

Co. 

The Shallow Water Refining Co.: 

10152 Northern Natural Gas 
Co. 

The Shamrock Oi] & Gas Co.: 
10801 Northern Natural Gas 
Co. 

Natural Gas Pipeline Co 
of America. | 

Natural Gas Pipeline Co. 
of America. 

Shamrock Oil 
Corp. 

Shawver Armour, Inc., et al.: 
10404 Cities Service Gas Co--- 

Shell Oil Co.: 

10177. Tennessee Gas 
mission Co. 
Colorado Interstate 

Gas Co. 
E] Paso Natural Gas Co- 


Trans- 


Gas 








Gas | 


Natural Gas 


10967 
11006 


12294 & Gas 


Trans- | 
10320 
10321 
10477. Tennessee Gas Trans- 
mission Co. 
Tennessee Gas 
mission Co. 
E] Paso Natural Gas Co.) 
E] Paso Natural Gas Co. 


Tennessee Gas Trans- 
mission Co. 


10479 Trans- 
10595 
10710 
10719 





See footnotes at end of table, p. 


.| Unnamed... 


FIELD NAME 


Muldon 


N.E. Elmore 


Pe ciiicenes 
PD nhs cic cnnee 


Sullivan City 


Live Oak 


Singley Pool 
West Panhandle -- 


Amacker Tippett. - 11 


Jefferson District 


Bear Creek 


Hugoton... --| Kans 


Morrison Area 


Camrick 8.E......... 


West Panhandle -.- 


i ridicntcnmais 
Chesterville 
Hugoton...-. 


N.E. Midland 
Farm. 

No Government 
wells. 

La Copita 


Blinebry-........-. 
Spraberry Trend._..| Tex_____. 
Mercy 





949. 


N. Mex... 





COUNTY 


Monroe.-....- 


Vermilion 


Meade 


| Hutehinson. 


| Upton 


Moore 


.| Nicholas 


Bienville_. 


Finney 


Clark* - ... 


.-| Hansford 


Beaver-... 


Moore 


Sedgwick 


Colorado. . 


.-| Haskell 


--| Andrews. 


Duval 
Starr.....- 
Lea. ...- 


Reagan laid 
San Jacinto 





DISPO- 
SITION 
DATE 


4 22 57 





941 


DIS- 
POSI- 
TION ? 





942 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Oontinued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Shell Oil Co.: 
10987 Tennessee Gas Trans- 
mission Co. 
Northern Natural Gas 
Co. 
Transcontinental Gas 
Pipeline Corp. 
Colorado Interstate Gas 
Co. 
11508 Kansas Nebraska Nat- 
ural Gas Co. 
R. L. Short et al.: 
9795 Hope Natural Gas Co--- 
Sinclair Oil & Gas Co.: 
10179 Trunkline Gas Co 
10446 Texas Eastern Trans- 
mission Corp. 
10456 Texas Eastern Trans- 
mission Corp. 
10502 Kansas Nebraska Nat- 
ural Gas Co. 
10567 Kansas Nebraska Nat- 
ural Gas Co. 
11229 Southern Natural Gas 
Co. 
11587 Natural Gas Pipeline 
Co. of America. 
R. R. Sirkle: 
10569 Kentucky West Virginia 
Gas Co. 
Skelly Oil Co.: 
9853 Champlin Refining Co... 
10147. Lone Star Gas Co 
10231 Kansas Nebraska Nat- 
ural Gas Co. 
10232 Mountain Fuel Supply 
Co. 
10570 Tennessee Gas Trans- 
mission Co. 
10589 Mountain Fuel Supply 
Co. 
10678 Texas Gas Transmission 
Corp. 
10758 Arkansas Louisiana Gas 
Co. 
10995 Pacific Northwest Pipe- 
line Corp. 
11054 El Paso Natural Gas Co. 
11226 Colorado Interstate Gas 
Co. 
11240 El] Paso Natural Gas Co. 
11379 Northern Natural Gas 
Co. 
11418 E] Paso Natural Gas Co. 
11429 Champlin Refining Co-- 
Skinner Corp.: 
10608 Gas Gathering Co 
10691 Tennessee Gas Trans- 
mission Co. 
See footnotes at end of table, p. 





| North Spearman..--_} 


FIELD NAME 


Main Pass 
Farnsworth 
Arriola 
Greenwood 


Springdale 


Lon Powell Lease... 


San Carlos 
Unnamed. . 


East Call 
Divide 
North Johnson Hill. 


N.E. Purdy. 


Norman Allen--_.... 


Unnamed 
Velma Pool 
Guymon Hugoton - - 


Dyer C Unit 





Morales........2.<<.: 


Hiawatha 


Unnamed 
Greenwood 


Unnamed_-_-..-. dai 
Unnamed 


Langlie Mattix 
East Guthrie Lane-- 


East Mathis_--_-...-- 
North Keeran.....-- 


949. 





COUNTY 


Plaquemines-_.- 


Ochiltree.......- 


Calhoun 


Hidalgo--.-.--..-- 
Newton 


| Newton... 


oO 


Logan... 


Hansford.......- 


Floyd 


Oklahoma.....-.- 
Stephens 
, eee 


Moffat 


Panola 
Panola 


Rio Arriba 


Andrews... -.--- 
Edwards 


San Patricio..... 
Victoria 





DISPO- DIS- 
SITION POSI- 
DATE TION ? 








PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# FIELD NAME COUNTY 


Sam Sklar et al.: 
10285 Arkansas Louisiana Gas | Ada..............- 
Co. 
10877 United Gas Pipeline Co_| Rodessa 
10888 Arkansas Louisiana Gas | Rodessa 
Co. 
11438 Arkansas Louisiana Gas | Willow Springs 
Co. 
Slick Oil Corp.: 
10824 Tennessee Gas Trans- | Witte_.......-- 
mission Co. 
The Slug Oil Co.: 
10731 Godfrey L. Cabot, Inc...| Murphy District_-.- 
Smith & Barker Oil & Gas Co.: 
10867 Hope Natural Gas Co...| Sherman District...| W. ..-| Calhoun. - 
Smith & Turner: 
10391 United Gas Pipeline Co_| Carthage . | Panola 
Helen Irene Smith: | 
10941 Hope Natural Gas Co...| Murphy District....| W. Va- Ritchie__...- 
Sohio Petroleum Co.: 
4565 United Gas Pipeline Co.| South Pecan Lake Cameron 
10284 Texas Gas Corp Bauer Ranch inna ae Jefferson 
10773 Natural Gas Pipeline | Camrick South E-. i intiedinisisssacicsad | 
Co. of America. 
11086 Natural Gas Pipeline | Camrick S.E. Pool-.| 
Co. of America. | 
11450 Coastal States Gas Pro- | Grosse Tete._--- | West Baton 
ducing Co. Rouge. 
South States Oil & Gas Co.: 
9897 Tennessee Gas Trans- 
mission Co. 
South Texas Corp.: 
10465 Tennessee Gas Trans- 
mission Co, 
Southern Coast Corp. et al.: 
10402 Tennessee Gas Trans- 
mission Co. 
Southern Production Co.: 
10792 Phillips Petroleum Co...| Maquetx...........- Andrews........ | 
Southland Royalty Co.: 
10330 Phillips Petroleum Co...| Stiles Reagan _..- 
11257 El Paso Natural Gas Co_| Clara Couch Crocket 
Southwestern Exploration Co.: 
10726 Northern Natural Gas | Hugoton Haskell*. 
Co. 
10745 Colorado Interstate Gas | Hugeton-.-.--..-. 
Co. 
Southwestern Exploration Con- 
sultants, Inc.: 
10925 Lone Star Gas Co Asphaltum Jefferson 
11771 Lone Star Gas Co Asphaltum..._.....- Jefferson 
The Sparta Oil Co. et al.: 
10571 Texas Gas Corp Fannett Jefferson 
Spartan Drilling Co. et al.: 
10175 E] Paso Natural Gas Co. 
C. H. Spriggs et al.: 
9949 Hope Natural Gas Co... 


See footnotes at end of table, p. 
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PRODUCER#, DOCKET 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 










NO. G-, 


AND PURCHASER# 


Standard Oil Co. of Texas: 
E] Paso Natural Gas Co- 


10536 
10639 Texas Gas Cor 


acerca 


Stanolind Oil & Gas Co.: 


10115 Texas 


mission Cory 


Eastern 


Trans- 
. 


10955 Mountain Fuel Supply 


Co. 
11511 
Co. 
Reed Starcher: 
10864 Hope Natural 
Sterling Drilling Co. et 


Colorado Interstate Gas 


Gas Co.-- 
al.: 


10939 Consolidated Gas Utili- 


ties Corp. 
Stevens & Gunn: 
9663 Hope Natural 
9945 Hope Natural 
Sun Oil Co.: 
10480 Tennessee 
mission Co. 
10672 
Co. 
10984 
11072 
line Co. 
11115 United Fuel C 
11199 
Co. 
11251 
mission Co. 
11299 
Sunnyland Contracting 
et al.: 
11546 Transcontinen 
Pipeline Corp. 


Gas 


Tennessee Gas 


Gas Co--.- 
Gas Co_-- 


Trans- 


Colorado Interstate Gas 


United Gas Pipe Line Co 
Panhandle Eastern Pipe- 


tas Co-_-_.- 


Permian Basin Pipeline 


Trans- 


Texas Gas Pipeline Corp. 


Co., Inc., 


tal Gas 


Sunray Midcontinent Oil Co.: 
10370 Colorado Interstate Gas 


Co. 
10532 

line Co. 
10776 

line Co. 
11076 Tennessee 

mission Co. 
11122 


Co. 

The Superior Oil Co.: 
8906 
9803 ‘Transcontinen 
Pipeline Cor 
Tennessee 


mission Co. 


10526 


11004 
11074 
ural Gas Co. 

Ralph Sutton et al.: 
10340 Hope Natural 


Panhandle Eastern Pipe- 
Panhandle Eastern Pipe- 
jas Trans- 


Colorado Interstate Gas 


Cities Service Gas Co... 


tal 
p. 


Gas 


Gas Trans- 
Cities Service Gas Co-- 


Kansas Nebraska Nat- 


Gas Co... 
See footnotes at end of table, p. 949. 





FIELD NAME 


Fusselman-_......-- 
Robinson Lake-..--- 


Greenwood -........- 
Middle Mountain--. 


Greenwood 


Washington District 


Premont 


Lee District........- 
Annamoriah _. 


South Crowley 


Hugoton 


Pistol Ridge - --.--- 
PUNE: csnccntads 
N.E. Rayne 
Eumont. 


West Sullivan......- 


Caplen 


Sharon 


Greenwood Spark... 


Leslie... .- 


I csstttth andeisinwion 


Willow Creek 


Laverne 


North Rhodes Bogg- 
Live Oak... ...-.- 


Herrera 


Rhodes. - - -- vie 
Big Springs. -- - 


Union District 


| 





STATE 


Kans . 


Kans:..... 
Kans...--. 
Okla_-.... 
TUB ccecae 


Okla. .... 





COUNTY 


Pecos... . 
Chambers 


Morton. . 


Calhoun. 


Se ee 


Calhoun 
Calhoun. 


Acadia - 


| Kearney -. 


Forrest 
Hansford 


Acadia. 
Lea... 


Galveston 


Jasper 


Stanton. - 


Meade - 


Refugio. 


Harper 


Barber... 


Vermilion -. 


Nueces 


BNE... .nt dee 
Dewel. 2ci...<..< 


Ritchie-_..- 








DISPO- 
SITION 
DATE 


3 13 57 
4 22 57 


57 


-_ 
np 
- 


57 


6 3 57 


15 


o 


57 


3 13 57 


4 22 57 


18 57 


o 


3 13 57 


6 3 57 
6 3 57 


3 13 57 


DIS- 
POsI- 
TION ? 

















Iss. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 
Iss. 


Iss, 
Iss. 


Iss. 


Iss. 


Iss. 


Iss, 


Iss. 


Iss.t 
Iss. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


i 
| 


PRODUCER#, DOCKET NO. G-, | 
AND PURCHASER# | 


B. E. Talkington et al.: 
10770 Hope Natural Gas Co_-- 
Tedik Gas Co.: 
10766 United Fuel Gas Co 
The Texas Co.: 
10339 Colorado Interstate Gas 
Co. 
10724 
line Co. 
Northern 
Co. 
Natural Gas Pipeline 
Co. of America. 
Tennessee 
mission Co. 
Phillips Petroleum Co 
Natural Gas Pipeline 
Co. of America. 
Texas Gas Corp.: 
9527 


10828 Natural Gas | 


10782 


10992 Gas Trans- 
10945 


11534 


Tennessee Gas Trans- | 
mission Co. 
Texas Gulf Producing Co.: 
10228 Pacific Northwest Pipe- 
line Corp. 
10355 ‘Trunkline Gas Co 
10849 Tennessee Gas Trans- 
mission Co. 
11019 Trunkline Gas Co 
Texas Natural Gasoline Corp.: 
10823 Montana Dakota Utili- | 
ties Co. 
Texas Pacific Coal & Oil Co.: 
10155 Northern Natural Gas 
Co. 
10257 El Paso Natural Gas Co 
Tidewater-Oil Co.: 

10146 Tennessee Gas 
mission Co. 
Tennessee Gas 
mission Co. 
Texas Eastern 

mission Corp. 
Texas Eastern 

mission Corp. 
Texas Eastern 

mission Corp. 
Tennessee Gas 

mission Co. 
Toler Gas Co.: 

10291 Hope Natural Gas Co. 
J.C. Trahan Drilling Contractor, 

Inc.: 
10372 


Trans- 


10172 Trans- 


10542 Trans- 


10860 Trans- 


10994 Trans- 


11049 Trans- 


Texas Eastern 
mission Corp. 
11009 United Gas Pipeline Co. 


Trans- 


See footnotes at end of table, p. 


Panhandle Eastern Pipe- 








FIELD NAME 


COUNTY 





| Clear Creek 


Union District 
Lee District 
Tabel Rock. .- 
Unnamed 
Hugoton _- 


Camrick South E.. 





La Copita-. 


West Panhandle 
Camrick South E_. 


New Ulm. 


| 
Piceance Creek Unit_| 


Piedre Lumbre 
Ragley -. 


Unnamed. 


Hansford North 
Bagley 

West Delta 

Rock Island 

West George West _- 
Willow Springs-.- 
Midway 


West Cameron Area.| 
Triadelphia 


South Hallsville 





Bethany 
949. 


Kans 


Okla. 
| Tex 


| Tex 
| Okla 





| Ritchie 


| Mingo. ..--- 


Sweetwater - 


| Beaver _. 
Morton 
Texas* 
Starr 

| Texas 

| Austin. 


Rio Blanco 


| Beauregard* 


Duval......- 
Beauregard 


Cee 


Hansford 


| Colorado 


Live Oak _. 
ee 


San Patricio 


| Harrison __ 


Harrison®- ...-..- 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 





COUNTY 





Trans Texas Drilling Co.: 
10452 United Gas Pipeline Co 
10485 Arkansas Louisiana Gas 

Co. 
10490 Arkansas Louisiana Gas 
Co. 

Tres Oil Co.: | 

10645 E] Paso Natural Gas | 
Co. 

Trice Production Co.: 
10241 Lone Star Gas Co 

Trigood Oil Co.: 

10560 Kansas Nebraska Natu- 
ral Gas Co. 

True Oil Co. et al.: 

11097 Kansas Nebraska Natu- 
ral Gas Co. 

Union Gas Corp.: 

11170 Hope Natural Gas Co--. 

Union Oil Co. of California: 
11292 Panhandle Eastern 

Pipeline Co. 

Union Pacific RR. Co.: 

10476 Colorado Interstate Gas 
Co. 
United Carbon Co., Inc., Md.: 


10416 Colorado Interstate Gas | 
Co. 
United Producing Co., Inc.: 
7230 Northern Natural Gas 
Co. 
10803 Colorado Interstate Gas | 
Co. 
10478 Panhandle Eastern 
Pipeline Co. 
10523 Colorado Interstate Gas | 
Co. 
U.8. Smelting, Refining & 
Mining: 


9833 El Paso Natural Gas Co. 

9834 El Paso Natural Gas Co. 

10191 El Paso Natural Gas Co. 
Viersen & Cochran et al.: 

10690 Cities Service Gas Co--.- 
Vincent & Welch, Inc., et al.: 


11449 Transcontinental Gas 
Pipeline Corp. 
Earl F. Wakefield et al.: 
10863 Panhandle Eastern 


Pipeline Co. 
Walker Gas Co.: 
10387 Hope Natural Gas Co--. 
Warren Petroleum Corp.: 
10684 Northern Natural Gas 
Co. 
11012 United Fuel Gas Co.._-- 





11013 United Fuel Gas Co.-...- 
11090 Henderson Trust No. 2--! 





See footnotes at end of table, p. 





FIELD NAME STATE 
Greenwood Waskom.| La--.----- 
SN cttetinediceneie La. s 
SONU OURS ccc ccnel DBs ccccens 
Bument........<..<-- | N. Mex 

| 
Ninn paninnicdaiiee Okla--_--. 

| 
Ri edaccnccedtal  —— 
Unnamed..........- Colo. ....- 
We icccccncnteccees Wis Waleed 
Unnamed..-.-....... We ccvens 
Table Rock. ......-- | Wyo.....- 
Northwest Eva.....| Okla_..... 
RE Okla___- 
Adams Ranch..-.-- Kans.* 
Bernstein Hitch.....| Tex-_--- 
Greenwood..........| Kans 
Be cccwsccinccnch Weeasen 
ER SE 
ee Colo--..-- 
Se Rindedeaencsnds . 
Grand Coulee....--- BR icteccniei 
Unnamed -.........- |} Kans....-.- 
Oceana District -...- Wa Viena 
North Hansford.....| Tex.....-- 
a Bh. ecatihie 
W.E. Rayme......-- er 
West Panhandle....' Tex. ...--- 


949. 


Caddo- - -- 
Bienville* 


Caddo 


| Hansford_-..--.-- 


Stanton........ | 


Terrebonne. - -.- 
i acensacnd 
Hutchinson - - - -- 








SITION 


4 24 57 
3 13 57 


4 24 57 


4 22 57 | 


4 8 57 


3 13 57 | 


4 22 57 


6 3 57 


6 3 57 


6 3 57 


3 13 57 


3 18 57 


3 28 57 


3 13 57 


3 13 57 | 


4 8 57 
4 8 57 
4 8 57 
6 24 57 


5 21 87 


4 22 87 


3 13 57 
4 22 57 
6 3 57 


6 3 57 
4 22 57 

















Iss. 
Iss. 


Iss. 


Tss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


| Iss, 


Tss. 
Iss. 
Iss. 


Iss. 


Iss. 
Iss. 
Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 
Iss. 
Iss. 


PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Waverly Oil Works Co.: 

10528 Cumberland Allegheny 
Gas Co. 

C. W. Weaver: 

11209 United Gas Pipeline Co. 

C. B. Webster: 

10489 Trunkline Gas Co 

Ted Weiner et al.: 

10607 Tennessee Gas Trans- 
mission Co. 

William H. Wert: 

11001 New York State Natu- | 
ral Gas Corp. 

West Virginia Producing Co.: 
10248 Hope Natural Gas Co-- 
10429 Hope Natural Gas Co 
10430 Hope Natural Gas Co 

Weston Natural Gas Co.: 
10573 Texas Eastern Trans- 

mission Corp. 

Western Pocahontas Corp.: 

11281 Amere Gas Utilities Co_. 

Westhoma Oil Co.: 
11457 Panhandle 

Pipeline Co. 

Wheless Drilling Co. et al.: 

10861 Arkansas Louisiana Gas 
Co. 

Fred Whitaker 
10247 Arkansas Louisiana Gas | 
Co. 

United Gas Pipeline Co.| 

United Gas Pipeline Co_| 

John C. Whitaker et al.: | 
10926 United Gas Pipeline Co_| 

E. W. White: 
10444 Colorado Interstate Gas 

Co. | 

Wilcox Oil Co.: 
10670 Cities Service Gas Co... 

Williams Pressure Service: 
10834 Texas Eastern Trans- | 

mission Corp. | 

W. O. Winsauer: 

10237 Gas Gathering Co-_-. 

Witco Chemical Co.: 
10134 Colorado Interstate Gas | 

Co. | 

Wonderlich Development Co.: | 
2858 Cities Service Gas Co___-| 

Woods Petroleum Corp.: 

10692 Cities Service Gas Co-_.. 

Worth Drilling Co.: 
10360 Jernigan & Morgan | 

Transmission. 
10935 Jernigan & Morgan | 
Transmission. ! 


Eastern 


10830 
10852 





..| Sherman District -- 


i North Mathis... 


Eureka... 


FIELD NAME 


Roaring Creek......| W. Va... 


| 

| 

| 

Cabeza Creek Area-- q : 


Clear Creek 


Bully Camp. ---- 


Benezette_.__.-.- 


| DOR... 5.22...) W 


Sheridan District __- 


W. George West-__- 





Unnamed 


Enns Pool 
Bethany 


Carthage............ 


Bethany 
Bethany - - 


Bethany 


Greenwood .... 


Eureka... 


Greenwood Waskom.| 





Panhandle. _.._- sa 


i iiciisecacacsn 


East Victor 


East Victor 


See footnotes at end of table, p. 949. 


COUNTY 


Randolph 


| Beauregard®.. 


LaFourche--.-- 


Calhoun. - -- 


Calhoun. --.----| 


Live Oak -. 


Wyoming. 


Texas___-. 


Caddo- - .. 


| Panola_-...... st 


..| Harrison -- 
| Harrison... 


| Harrison*. 


| Caddo--... 


--| San Patricio 


Hutchinson 


nen 


Grant*__ 


Lincoln - - _.. 


..| Lineoln.....- 





DISPO- 
SITION 
DATE 








948 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


PRODUCER#, DOCKET NO. G-, DISPO- DI3- 
AND PURCHASER# FIELD NAME COUNTY SITION | POSI- 
DATE | TION? 


C. B. Wrightman: 
10157 El Paso Natural Gas Co_| Langlie 
Wyiant Gas Co.: 
10899 Hope Natural Gas Co_._| Lee District 
Zack Brooks Drilling Co.: 
2731 Arkansas Louisiana Gas | Sibley Gas 
Co. 
Frank Zickefoose: 
11485 Equitable Gas Co Wes Weis ccd Se ctceien 


See footnotes at end of table, p. 949. 





PRODUCER APPLICATIONS 


FOR ABANDONMENT OF SERVICE DISPOSED OF 


DURING THE PERIOD JAN. 1 THROUGH JUNE 3, 1957 


PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Bates & Cornell: 
11583 Texas Eastern Trans- 
mission Corp. 
Blaine Dunbar et al.: 
11908 Tennessee Gas Trans- 
mission Co. 
H. J. Charvanne, Trustee: 
11700 Texas Eastern Trans- 
mission Corp. 
Coates & Kirkpatrick: 
11076 Tennessee Gas Trans- 
mission Co. 
Columbian Fuel Corp.: 
11527 Panhandle Eastern Pipe- 
line Co. 
E. A. Courtney: 
11181 Transcontinental Gas 
Pipeline Co. 
The Hefner Co.: 
11553 Lone Star Gas Co. _._..- 
R. E. Hibbert: 
10815 Transcontinental Gas 
Pipeline Co. 
Hope Natural Gas Co.: 
11285 United Fuel Gas Co-...--. 
Jones Oil & Gas Co.: 
11007 Manufacturers Light 
& Heat Co. 
Kingery Drilling Co., Inc.: 
11772 Lone Star Gas Co 
Klein & Vaughn: 
11161 United Gas Pipeline Co-. 
11162 United Gas Pipeline Co.. 
Midhurst Oil Corp. et al.: 
10981 Tennessee Gas Trans- 
mission Co. 
Mount Gas Co.: 
11168 Hope Natural Gas Co-. 
Null & Moorhead Gas Co.: 


10790 Hope Natural Gas Co... 


Pan American Petroleum Co.: 
10923 Arkansas Louisiana Gas 
Co. 
Pan American Producing Co. 
et al.: 
Phillips Petroleum Co.: 
11686 Natural Gas Pipeline 
Co. of America. 
Southern Producing Co., Inc.: 


11229 Southern Natural ni 


Co. 
Texon Gas, Inc.: 
11532 E! Paso Natural Gas Co. 
United Producing Co.: 


11522 Panhandle Eastern Pipe- | 


line Co. 


FIELD NAME 


_ eee 


Englehart Navad. -. 


Willow Creek 


Adams Ranch - 


Happytown._. 


Tatums Goodwin. - 


Pietzsch Bend 


Curtus District 


Murphy District. 


| Asphaltum... 





Libson 
Lisbon. 


Hutchins South... 


Mole Hill. 
Center District 


Simsboro...... 


Kelly Snyder 


West Panhandle. .-.| 


Adams Ranch 


*Indicates that other fields, counties, or States are also included. 


| Wharton 








DISPO- DIs- 
SITION POSI- 
DATE TION * 


COUNTY 


Colorado........ 


Refugio. - - 


Meade’*.. 


St. Martin -- 


Carter - - 


Ritchie... 





.| Jefferson... 


Webster......- 


Wharton 


Ritchie... 
Gilmer*. 


Lincoln . - -- 


Reagan 


| Meade* 


#Producers and purchasers name may include et al., trustee, agent or additional names on certain dockets. 
1 Commissioner Digby objects to any referdfice in the order concerning the issuance of a certificate of 
public convenience and necessity for the fagilities of the independent producer or gatherer of gas. See 


infra, p. 950. 


1 Iss., issued; Wtd., withdrawn; Rej., rejected; Dis., dismissed; Jur., Commission has jurisdiction. 
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Diasy, Commissioner, concurring: 


I concur in the order granting a certificate of public convenience and necessity 
to’sell natural gas. I object to any reference in the order concerning the issuance 
of a certificate of public convenience and necessity for the facilities of the inde- 
pendent producer or gatherer of gas. 

A certificate of public cony enience and necessity is neither required nor properly 
issued for construction and operation of facilities of a producer or gatherer. The 
action of a majority of this Commission issuing a certificate for facilities is improper 
for it represents an assertion of power denied to-us by Congress. 

We have recognized the absence of power over facilities when, in Order No. 
174 and Order No. 174-A, we failed to provide any procedure whereby applica~- 
tion could be made for a certificate authorizing their construction and operation. 
We did promulgate procedural rules to enable filing of applications for certificates 
authorizing a sale or transportation. There was not even a suggestion that at 
some later time we would authorize or require authorization for construction and 
operation of facilities. 

The action heretofore taken, insofar as it made no provision with respect to 
facilities, was wholly consistent with the declarations of the Supreme Court in 
Federal Power Commission v. Panhandle Eastern Pipe Line Company, 337 U.S. 
498, 505; Colorado Interstate Gas Co. v. Federal Power Commission, 324 U.S. 
581, 598; Interstate Natural Gas Company v. Federal Power Commission, 331 
U.S. 682, 690-691, and Phillips Petroleum Company v. State of Wisconsin, 74 Sup. 
Ct. 794, 797-798. The language of the Court in these cases is clear and unam- 
biguous. In Federal Power Commission v. Panhandle Eastern Pipe Line Company, 
supra, the Court stated that the “‘natural and clear meaning” of production or 
gathering contained in Section 1(b) of the Act encompassed “the producing prop- 
erties and gathering facilities of a natural-gas company.”’ In Colorado Interstate 
Gas Co. v. Federal Power Commission, supra, the Court stated that the production 
or gathering exemption applies to the “physical activities, facilities and properties 
used in the production and gathering of natural gas.’”’ In Interstate Natural Gas 
Company v. Federal Power Commission, supra, the Court stated that effect must 
be given to the exemption of producing and gathering, and indicated clearly that 
facilities, properties and activities of a producer and gatherer were exempted. 
The Court, in Phillips Petroleum Company v. State of Wisconsin, supra, held 
only that a sale in interstate commerce for resale was not within the exemption 
of Section 1(b). The discussion with respect to facilities and the recitation of 
the above-cited cases represents clear recognition of the intended scope and effect 
of the exemption as regards facilities. 

The issue to be resolved is whether the Natural Gas Act requires that a cer- 
tificate of public convenience and necessity issué for construction and operation 
of the facilities necessary to effect a sale by a producer or gatherer in interstate 
commerce for resale. The issue is not 'whether a sale of gas in interstate commerce 
for resale can be made without facilities. It cannot be doubted that facilities 
necessary to effect a sale of natural gas in interstate commerce are facilities used 
in interstate commerce. Recognition of this fact cannot, however, create power 
in this Commission to issue, much less to require; certificates authorizing con- 
struction and operation of such facilities. 
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